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SPECIAL COMMITTEE 


— 


Appointed to 


ENQUIRE INTO AND REPORT UPON THE BEST MEANS OF RELIEVING THE 
COUNTRY FROM ITS EXTREMELY SERIOUS RAILWAY CONDITION ——— 
AND:FINANCIAL BURDEN CONSEQUENT THERETO 


No. 21 


The Right Honourable George P. Graham, P.C., and 
the Honourable C. P. Beaubien, K.C., 


Joint Chairmen 


WITNESSES: 


ven S. B. Brown, Chief Engineer, Operation Department, C.N. Rys. 
‘ Be ta J. Roberts, Chief of Motive Power and Car Equipment, C.N. Rys. 
eae I. C. Rand, K.C., Divisional Counsel, C.N. Rys. 
oe Mr. C. W. Johnston, General Passenger Traffic Manager, C.N. Rys. 

Bee: R. W. Long, General Freight Traffic Manager, C.N. Rys. 
on r. R. C. Vaughan, Vice-President, Purchases and Stores De panigene C.N. Rys. 
Mr. Ss. Ww. Fairweather, Director, Bureau of Economics, C.N. Rys. 


ae EXHIBIT: 


: No: 94. List of co-operative possibilities which should be studied and which, under 
, a policy of enforced co-operation, might be expected to produce substantial 
economies without serious reduction in public services. 


OTTAWA 
J. O. PATENAUDE, 1.8.0. 
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 
1938 


‘ORDER OF APPOINTMENT 


-Resolved,—That a Committee of the Senate be appointed to enquire into 
d report upon the best means of relieving the country from its extremely 
us railway condition and financial burden consequent thereto, with power 
o send for persons, papers and records, and that the said Committee consist of 

enty Senators. tiv 


Ordered that the oe Special Committee be composed -of the Honourable 
senators Beaubien, Black, Buchanan, Calder, Cantley, Coté, Dandurand, 
‘ak [ais s, Hardy, McRae, Meighen, Murdock, 


7: 


‘MINUTES OF EVIDENCE 
“THE cis ane 


THurspay, June 16, 1938. - 


The special committee appointed to inquire into and report upon the best 
_ means of relieving the country from its extremely serious railway condition and 
_ financial burden consequent thereto, met this day at 11 a.m. 


Right ety George P. Graham and Hon. C. P. Beaubien, joint chairmen. 
Colonel O. M. Biggar, Kee? counsel to the committee. 


- The Cuatirman (Hon. Mr. Beaubien): Gentlemen, is it your wish that we 
Bproceed now? - 
er. Sonie Hon. Smnators: Aye! 
_ Mr. Biacar: Mr. Chairman, shall I deal with the statement of the first 
four months of this year? 
Pe: The Cuatrman (Hon. Mr. Beaubien): It might be as well. 
Mr. Biccar: This is a letter dated yesterday which I have received— 
vg The Cuarrman (Hon. Mr. Beaubien): This is a correction? 
a Mr. Bicear: Yes, from Mr. Wrong. It reads:— 
I am attaching a statement of revenues and expenses of the Cana- 
dian National System and the Canadian Pacific Railway for the four 
4 months, January to April, 1938 and 1937. The statement I forwarded 
to you yesterday was compiled from a monthly report issued by the 
Canadian Pacific which included taxes in their working expenses. The 
er attached statement, however, is on the same basis as our regular monthly 
 . report and both the Canadian National and the Canadian Pacific data 
} are compiled on the same basis with minor exceptions. 


The effect of the statement as now made is this, that the Canadian National 
had revenues of 62 million and expenditures of 57-4 million in 1937, leaving 
a, balance of 4:6 million. In 1938 the corresponding figures for revenue and 
a ieee are 55:1 million and 59-5 million. That is to say, the expendi- 
ture exceeded the revenue by 4:4 million. 
ie The Canadian Pacific revenues and expenditures for 1937 are 43-5 million 

and 36-6 million, a difference of 6-9 million; and in 1938 they were 40-9 

~~ million and 37- ey million, cee an excess of revenue over expenditures of 

346 million. 

\ if I might add that the revenues of the Canadian National as between 1937 

and 1938 have gone down 6-9 million, and the expenditures have gone up 2-1 
4 million. 

Be, The CHAIRMAN (Hon. Mr. Beaubien): That is the combined railways? 
_. Mr. Bicear: No, that is the Canadian National. The Canadian Pacific 

revenues’ have gone down 2-6 million, and ae expenditures have gone up 

0:7 million. 

Hon. Mr. Haic: That makes 3:3. 

Mr. Biccar: That makes 3:3. 
a I suggest that the amended statement be marked as Exhibit 90-A, so 
“that the two may go Bout in the proceedings. 
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The CHAIRMAN (Right Hon. Mr. Graham): Is everybody nena that these 
figures are correct? One of the gentlemen pointed out Bh ak that we had 
not got them right. ; 

Mr. Biaear: I have not checked them. 

Hon. Mr. Corn: Then, you mentioned yesterday accrued taxes not paid. 

Mr. Biccar: That was due to the note on the bottom of the previous 
statement. That has been cleared up now. 

Hon. Mr. Corn: That disappears? 

Mr. Bieaar: I think it disappears altogether. 

The CuHarrman (Hon. Mr. Beaubien): How has it been cleared up? 

Mr. Biacar: It is explained in the letter. The explanation is given in 
the letter. ; 

Immediately after the committee adjourned last night, my attention was 
called to the fact that Mr. Walton in answering the last two or three ques- 
tions I asked at 6 o’clock thought he had given a wrong impression, and I 
said that if he prepared a memorandum I would read it to the committee this 
morning. 

The memorandum is addressed to Mr. I. C. Rand. It is dated June 16, 
and reads as follows:— 


I find that the answer I made yesterday to the question regarding 
L.C.L. traffic and revenue therefrom, speaking from memory, was not 
entirely correct. 

For the Canadian National Railways, L.C.L. tonnage comprises 
about 3 per cent of the tonnage carried while the revenue from L.C.L. 
tonnage amount to about 12 per cent of the freight revenue. Of course, 
the question of highway competition is not confined to L.C.L. traffic, but 
also affects carload traffic. 


C. B. Brown, Chief Engineer, Operation Department, Canadian National 
Railways, appeared as a witness, and took the stand. 


By Mr. Biggar: 

Q. Mr. Brown, I understand that you are the Chief Engineer, Operation 
Department, Canadian National Railways?—A. Yes. 

Q. Are you going to deal with the Maintenance of Way and Structures 
figures in the Canadian Pacific estimate?—A. Yes. 

Q. Those are the figures on page 423 of the proceedings, are they not?— 
A. Yes, sir. 

Q. Have you got a memorandum with you on that?—A. Yes, sir. And 
with the permission of the committee, I will just read it:— 


In the submission made by the Canadian Pacifie Railway with regard 
to Maintenance of Way and Structures Expenditures for a unified system 
of 35,946 miles they estimate that a saving of $14,888,622 can be made 
on 1930 conditions compared with the cost of operating the present mile- 
age by separate companies as now exist. This saving can be divided into 
two parts, first, that which would be effected by the abandonment of some 
5,013 miles of line, and second, by applying C.P.R. unit costs to the pro- 
posed unified system with the re-routing of traffic and degrading of por- 
tions of the unified mileage. 

I have checked over the submission above mentioned and have found, 
as explained in the evidence, that it was prepared on various assumptions 
and arbitrary bases not to my knowledge having been previously applied 
for such comparisons. In my opinion, the formula as set up by the 

 C.P.R. is not reliable nor can it be safely used for the purpose to which 
[Mr. S. B. Brown.] 
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gh : it has been applied. In an endeavour to approach the problem by a more 


simple method it occurred to me that the proposal might be analyzed by 
using the returns for expenditures and mileage as given by both railways 
to the Dominion Bureau of Statistics. Road mileage is not necessarily 
the most accurate measure for such comparisons but is generally used when 
more accurate data are not available, The generally accepted method for 
more accurate comparisons is to use, by proper application, a recognized 
equated mileage formulae. Sufficient data with respect to the two sys- 
tems are not available in order to prepare a study on this basis. 

Tt is questionable from a practical standpoint whether any mileage 
can be abandoned other than that which could be taken up under the 
present separate systems, or those duplicate lines in the same territory 
where the abandonment of one or the other of the lines would not affect 
adversely the railway or the public, and which could be accomplished 
under co-operation. It therefore appears to me that what remains is to 
test the propriety of using C.P.R. unit costs as applying to C.N.R. con- 
ditions. For this purpose I have made some calculations on the basis of 
road miles and expenditures as given in the Dominion Bureau of Sta- 
tistics blue book for the year 1930. 

Any comparisons based upon the statistical reports to the Dominion 
Bureau of Statistics must be subject to the cbservations that have already 
been made to this committee by Mr. Cooper and in particular to the 
items affecting Maintenance of Way, such as Commercial Telegraphs,: 
Ties and Rail. 

According to the Dominion Bureau of Statistics blue book for 1930, 
page 81, and including the 'C.P.R. and its subsidiaries, the expenditure for 
Maintenance of Way and Structures is returned as $27,402,312. If this 
amount is divided by 16,658 miles shown in the C.P.R. submission and 
also taken from the blue. book, the average cost for Maintenance of Way 
for the C.P.R. and subsidiaries would be $1,645 per mile. If this figure 
is applied to the C.N.R. mileage of 23,768, also shown in the blue book, 
the result is $39,098,360 which would be the estimated cost for the 
Canadian National based, on the C.P.R. cost per mile above mentioned. 


By Hon. Mr. Gordon: 


Q. Are you coming at the cost per mile now?—A. I am, Senator. 


The total expenditure given for the C.N.R. all inclusive, for 1930 is 
$47,877,658. Before proceeding further it should be noted that this 
amount of $47,877,658 includes the C.N.R. charges for Commercial Tele- 
graphs, which in that year amounted to $768,382. It is evident that the 
corresponding figure in the C.P.R. total does not include all of its Com- 
mercial Telegraph expenditure, so by excluding Commercial Telegraphs 
expenditures from the C.N.R. the total expenditure would be $47,877,658 
less $768,382, or $47,109,276. 

Deducting $39,098,360 from the $47,109,276 leaves $8,010,916, which 
is the difference between the actual C.N.R. Maintenance Charges and 
what they would have been had C.P.R. unit mile costs been applied. 

The C.P.R. in Exhibit ‘““H,” pages 838 and 839, have admitted in 
the units which they used in their computations, that the return made to 


the Dominion Bureau of Statistics for 1930 of $27,402,312 has been 


reduced by an item of $2,500,000 for treated ties charged to Capital 
Account, whereas in the same year treated ties on the C.N.R. were charged 
to Maintenance Account. They have also stated that they charged 
$1,225,000 for rail to Reserve, whereas on the C.N.R. in that year all 
Maintenance Expense for Rail was charged to Maintenance Account. 


eae fe0B RU | ‘SPECIAL COMMITTEE tae 
- ‘ Tf we add the total of these two items, namely $3,725,000 to the $27,402,312 as _ 
returned to the Dominion Bureau of Statistics, the actual Maintenance Expense 
for the C.P.R. in 1930 would have been $31,127,312. Dividing this amount by 
16,658 miles gives an average cost per mile of $1,869. Applying this rate to the 
23,768 miles of the C.N.R. would give an amount of $44,422,392. Subtracting 
the latter amount from the $47,109,276 leave $2,686,884, which is the difference — 
with this C.P.R. unit of cost applied to the C.N.R. mileage. 


- .By Hon. Mr. Cote: 
BEG? Q. How much does the C.N.R. pay for creosoting ties?—A. From fifty-two 
to seventy-five cents per tie. 
: ~  Q. The total amount?—-A. When? 
Q. 1930—A. Between $1,500,000 and $1,600,000. I could give you the 
exact figure. 
Q. And the C.P.R. pay $2,500,000?7—A. Yes, sir. 
Q. It would have been more satisfactory to have adjusted the cost. 
Hon: Mr. Ropinson: More satisfactory to whom? 


yA on dr “Cote; 

Q. It would have been more accurate if you had deducted the million and 
a half from the C.N.R. costs, so as to exclude creosoting of ties from both com-. 
putations—A. Possibly. May I proceed? 

Q. Yes.—A. 

In the discussion with regard to Track Maintenance Group, page 736, 
misapprehension may have occurred with regard to the C.P.R. expendi- 
ture of $19,110,762 divided by its mileage of 16,658 giving the cost per 
mile as $1,147 and similarly on the C.N.R. with $33,849,905 and mileage 
of 23,768 or $1,403 per mile. The difference between these costs per mile 
is $256. If the expenses for ties and rails charged to Capital and Reserve 
had been added to the $19,110,762 this would give the C.P.R. cost per 
mile as $1,371 as compared with the C.N.R. for that year of $1,403 or a 
difference of $32 per mile. The above shows how desirable it is to make 
sure that the figures used are comparable. 

According to the C.P.R. proposal the Toronto Terminals Railway 
and Northern Alberta Railways, which are now jointly owned, are to be 
retained in the proposed unified system, although 50 miles of the latter are 
included in the abandonment program. If these lines are maintained by - 
the unified system as they are now by joint operation there will be no 
material saving effected in Maintenance of Way of these two properties. 

Further, the C.P.R. does not propose in the unified system to abandon 
any of the United States lines of the C.N.R. As far as I can see the 
situation on the Duluth, Winnipeg and Pacific Railway or the C.N.R. 
line to Portland would not be materially affected unless there is a con- 
siderable change in the routing of traffic. On the Grand Trunk Western 
and Central Vermont Railways it is possible that the rerouting of traffic 
to and from United States lines over these properties may increase the 
Maintenance of Way expenses on these two lines, provided more traffic is 

a : so routed. 

The previous comparisons of mileage and road costs have been 
made using C.N.R. System (all inclusive) data. I now propose to analyse 
the question from the standpoint of Canadian lines of the two systems, 
without abandonment of any lines and eliminating the costs and mileage 
of the jointly owned Northern Alberta and Toronto Terminals Railways. 
Using the Blue-Book figures for the C.P.R. at $27,402,312 and dividing 
by the mileage of the C.P.R gives a rate of $1,645 per mile, which applied 

[Mr. 8S. B. Brown.] 
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to the 21 ot miles of CNR. lines in Canada gives a total of $36,- 
092,945. The total expense for C.N.R. lines in 1930 as given in the Blue- 
Bee. Book | is $41,942,226, from which should be subtracted Commercial Tele- 
- graphs of $768, 382, which gives $41,173,844. Deducting the $36,092 945 
which is the total cost of C.N.R. lines on the CPR. basis would leave a 
difference of $5,080,89. 

If, however, the C.P.R. report had included the $3,725,000 for rails 
and ties as above referred to its total expense would have been $31,127,312. 

_ With this total cost, which is more comparable with the C.N.R. total cost 
without Commercial Telegraphs, the cost per mile would have been $1,869. 
Applying this $1,869 to the 21,941 miles of the C.N.R. lines in Canada 
would give a total of $41,007, 729. If this i is subtracted from the $41,173,- 
844 the difference in the cost of maintaining the C.N.R. lines in Canada 
based on the C.P.R. unit mileage costs would be $166,115. 

It has been admitted by Sir Edward Beatty in his evidence to the 
Royal Commission, pages 2486 and 2437, that the C.N.R. lines should 
cost somewhat more to maintain than the C.P.R. 

A reliable deduction cannot. be obtained by comparing the mainten- 
ance expenditures between sections of the same road or other roads based 
upon any one year’s statistics. 

Up to this point I have been dealing exclusively with expenses of the 
two systems as of 1930. Let us look at the situation to-day. There are 
certain physical differences between Canadian lines of both systems which 
should be borne in mind when considering costs for Maintenance of Way 

~ and Structures. 

1. Treated Ties—In Sir Edward Beatty’s address last May to his 
shareholders he stated in referring to the 1937 situation that 56 per cent 
of the C.P.R. ties were treated, which leaves 44 per cent untreated. At 
the end of 1937 there were 33 per cent of the ties in Canadian National 
lines treated and 67 per cent untreated. Treated ties, due to their much 
longer life, have not been installed on either system for a sufficient period 
to necessitate any material renewals of same. As both railways have 
approximately the same number of ties per mile of track and as untreated 
ties are those which are principally being replaced, this difference in the 
untreated tie situation means that under any system of management more 
expense must necessarily be involved in tie renewals per mile chargeable 
to Maintenance on C.N.R. lines than obtains on the C.P.R. For 1936, 
which is the last year for which renewal data are available to me, the 
difference amounted to 82 ties per mile of all tracks or 90 ties per road 
mile per annum. The average cost of an untreated tie in track including 
material and labour is between 90 cents and $1 and based on 90 ties per 
road mile at 90 cents per tie this would involve an additional cost of $81 
per mile or about $1,800,000 per annum. 

2. Timber bridges —Sir Edward. Beatty stated at his Shareholders’ 
Meeting recently that last year the C.P.R. had 1,489 timber bridges and 
1,861 permanent bridges, whereas in 1937 on the C.N.R. Canadian Lines 
there were 3,081 timber structures and 1,995 permanent bridges. When 
the Canadian National Railways were amalgamated its timber bridge 
situation was one of the serious problems with which the Railway had 
to contend. Although a direct comparison cannot be made with respect 

to this situation it will be noted that the C.N.R. has more than twice 
the number of timber bridges to be maintained as compared with the 
C.P.R., and without having “full details with regard to all of these struc- 
tures I am of the opinion that the difference in these timber bridges 

- involves a considerable additional expense for maintenance of bridges, 
which I have estimated at $600,000 per annum. 
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By Right Hon. Mr. Meighen: | 
- Q. Mr. Brown, I have been so long in Parliament that I can very well 
remember speeches, many and emphatic, stating that the situation on the — 
Transcontinental and the Grand Trunk Pacific with respect to bridges would — 

be vastly better than on any of the C.P.R. or any other tracks in the world, : 

: 


and that that was one of the great virtues of that road. I would have thought 
in that section which you mostly complain of you had a real advantage along the © 
line of maintenance of bridges——A. The section I complain of? 
» Q. The company complains of these sections being loaded onto it. It would _ 
be a terrible disappointment tc me if you had not a great advantage—A. I am | 
talking of the total line, of the total number of bridges. 
~Q. Haven’t you a big advantage on the Transcontinental and the Grand | 
Trunk Pacific?—A. With regard to bridges as compared with the C.P.R.? 
Q. Yes—A. I would say not. ‘ 
 Q. Were those speeches all——A.I don’t know anything about the 
speeches, sir. I am speaking from the actual record. 
Q. And you say that on those two roads, built to the standard to which 
they were as respects bridges, you have no advantage at all? 
Hon. Mr. DanpuRrAND: The witness has given the general system. 
The Witness: You mention two roads, Mr. Meighen. You mean the 
National Transcontinental Railway and the Grand Trunk Pacific? 


By Right Hon. Mr. Meighen: j 
Q. Yes.—A. I can say that when we took them over there were a number 
of timber bridges in both of them. 
. Q. Didn’t you have fewer and better bridges than on any other road in 
_Canada?—A. I wouldn’t say that. It depends on what you are comparing with. 
@. Comparing with anything. I think Mr. Parent will come to my sup- 
port as to what I heard of that bridge construction—-A. There are a number 
of very fine bridges. . 
Q. There was nothing of a wooden bridge that I ever heard of in those days. 
—A. You never heard of Calamity Creek? 
Hon. Mr. McCran: There are a great many wooden bridges in British 
Columbia. 4 
Hon. Mr. Danpuranp: Of course the statement of the witness covers the 
whole system. 


By Hon. Mr. Hugessen: 

Q. I suppose the fact is that when a ‘railway is first built they usually 

‘put in a number of timber bridges and hope to replace them from time to time 

as they go on?—A. That is generally the construction. I think what Mr. 

_ Meighen is referring to is that when the Grand Trunk Pacific was built it was 

the intention to put in permanent bridges, and that was largely done, but not 
entirely? 


By Right Hon. Mr. Meighen: 

@. But the usual practice of putting in wooden bridges was not adopted 
there. I never heard of wooden bridges there-——A. I have heard of a good 
many on that line myself. 

The Cuatrman (Right Hon. Mr. Graham): I think it is fair to say that a 
great many wooden bridges were on some of the lines the Canadian National 
had to take over, and which had a very poor reputation for the construction 
of bridges. 

[Mr. 8. B. Brown.] 
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- By Hon. Mr. Hugessen: ‘ 
On the Canadian Northern section there were a vast number of wooden 


i ~ bridges tA. Yes. 


ee: 
pith 


‘ ~ timber 


ey 


Q. 


By Hon. Mr. Parent: 
I think you can find a few on the Gaspé coast, too—A. That is right. 


By Right Hon. Mr. Meighen: 


I am only speaking of those two roads.—A. I may say that the largest 
bridge on the (Canadian National System and the largest that existed in 


Canada in 1923 was on the Grand Trunk Pacific, crossing the Battle river. 


Q. 


I wish I had known that years ago. 


Some Hon. Senators: Oh, oh. 
The, Witness: Shall I proceed? 
Mr. Biacear: Yes. 

The WITNEss: 


3. Preponderance of C.P.R. Mileage in lower cost territory—At the 
end of 1937 there were on the C.P.R. 5,832 miles of road on Eastern 
Lines and 11,354 miles on Western Lines, making a total mileage 
including subsidiaries of 17,186 according to the C.P.R. Annual Report. 


On the Canadian National, Canadian lines, there were 10,586 miles on 


Hastern lines and 11,388 miles on Western lines with a total of 21,974. 
From this it will be noted that the mileage in Western Canada on both 
Systems is practically the same. Eastern lines of the C.P.R. comprise 
34 per cent of their total and Western lines 66 per cent whereas on the 
C.N.R. Canadian lines 48 per cent of its mileage is comprised in Hastern 
lines and 52 per cent in Western lines. As the maintenance cost of the 
C.N.R. for Eastern lines is about $500 per mile more than on Western 
lines, and due to the much larger percentage of C.N.R. lines lying in 
the higher cost territory than obtains on the C.P.R., the C.N.R. main- 
tenance cost must of necessity be higher. I estimate this difference to be 
$1,500,000 per annum. 

4. Density of Traffic—Density of traffic is a factor in Maintenance 
of Way expenses and is generally expressed in ton miles per mile of 


road. According to the American Railway Engineering Association 


formula, in very general terms, traffic affects Maintenance of Way to 
the extent of about one-third. The Canadian National (Caandian lines) 
traffic density is about fifteen per cent less than that of the Canadian 
Pacific Railway and therefore maihtenance of way expenses for this 
smaller density should be about five per cent, or $68 per mile per annum 
less, which amounts to approximately $1,500,000. 


} You understand, our maintenance should be a million and a half less on 
~ account of this lower density of traffic. 


- Q. 
Q. 


The foregoing, along with other factors of a similar character, 
indicate the fallacy of attempting to make exact comparisons without 
having available all pertinent data concerning both Systems. 

The C.P.R. estimates have been based upon the assumed applica- 
ability of unit costs, on what they claim to be their results, to a-unified 
System, and in my opinion this applicability cannot properly be made. 


By Mr. Biggar: 


That covers what you have to submit, Mr. Brown?—A. Yes. 
And you have not made independently any study of the possibilities 


from the information you have available?—A. Other than what is here. 


Q. 
Q. 


And are you familiar with the $56,000,000 estimate?—A. I am not. 
You don’t know anything about that—A. No. 
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Ni seas I understood you to say that the density of traffic on the C.P.R. would 


’ materials and other things to make their repairs and keep their lines going. 


By Hon. Mr, Haig: ane 
’ Q. The Chairman and your humble eee are in diavaee over Rene you rx 


make it a little more expensive for maintenance of way on that road than on 
the C.N.R.—A. Quite. If you analyse those four things I have set up—the 
untreated tie situation, the greater percentage of timber bridges, the preponder- 
ance of C.N.R. mileage in higher cost territory—those are factors which make . 
Canadian National expenditures greater. The factor of density of traffic, the 
difference of density of traffic between the two should make the C.P.R. expenses 
lower, so in a sense, that goes against the other three. . : 4 

Q. Now, there is one other question. If you cannot answer it, say so. In 
looking at the map it appears to me that a good many of your largely earning 
roads are either on the old Grand Trunk or the old C.N.R., and that those 
are the paying part of your system. Do you know anything about that?—A. I 
would rather— 

Q. Who would answer that question? | 

Right Hon. Mr. MricuHen: Anybody. | 


The Wrrness: Well, in my opinion the old Grand Trunk Railway - through 
to Chicago is the heaviest earning road we have. 
Q. And next to that? 


By Hon. Mr. Parent: ; 


Q. In the mining district in Northern Quebec?—A. Not in traffic, no. I Y 
do not know which you would class— 


By Hon. Mr. Hag: 

Q. Would you not put the old Canadian Northern next?—A. Taking the 
whole system? 

Q. Yes—A. Well, I would think so, taking the whole system. 

Q. And really the load you have on your neck, if I may use a vulgar 
expression, is from Quebec to Nakina and from some place near Jasper to 
Prince Rupert?—-A. I would not say those are the only ones. 

Q. There are others?—A. There are a lot of other roads. A great many 
branch lines were taken over during a long period of years, and at the time 
it was known that many of them never could possibly pay expenses. 


By Right Hon. Mr. Meighen: 
Q. Didn’t the President recommend taking them over?—A. I am speaking 
of previous to that, when I was on*the spot with the Minister of Railways of 
‘that day. They had failed as private companies and could not buy their 


But it was felt that it would be in the national interest— 


By Right Hon. Mr. Meighen: 


Q. What percentage of your road is in Western Canada?—A. Fifty-two per 
cent of our mileage. 

Q. And 48 in the East?—A. Forty-eight in the Bast. I am speaking of road 
mileage—48 per cent in Eastern lines in Canada. 


By Hon. Mr. Sinclair: a 
Q. Where do you make the dividing line?—A. Fort William and Armstrong. 


By Right Hon. Mr. Meighen: 


_ Q- What has the Canadian Pacific?—A. The Canadian Pacific has 34 per 
cent in the East and 66 per cent in the West. 
[Mr. 8. B. Brown.] 
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Bi Q. Then it is much more in the West, proportionately, than you are?—A. 
te Rig cht. 
_ =» Q. And the West is the part of the country which has suffered in these 
date years, much more than the Hast?—A. Do you mean financially? 

— Q. I mean in production—A. Yes. 


By Hon. Mr. Haig: 


Q. How long have you been with the Canadian National or allied roads?— 
A. Ever since amalgamation, and since 1913 with one of the amalgamated roads. 


By Hon. Mr. Black: 


Q. You were with the Intercolonial before that?—-A. 1913 until the time of 
amaleamation, yes. 


v 


By Hon. Mr. Parent: 


Q. I have heard the statement made—lI do not know whether it is correct 
or not—that per capita the province of Quebec has the least mileage of all the 
provinces. Is that statement correct?—-A. I have never figured that out. 


By Hon. Mr. Cote: 


Q. Mr. Brown, on the subject. of treated ties, I understood you to say that 
you had a much larger proportion of untreated ties to be treated in future, and 
for that reason your future operating costs would be proportionately higher as 
you treat ties?A. Not necessarily as you treat them, but as you replace the 
untreated ties. 

Q. It would be the same thing, either replacement of untreated ties or the 
putting in of treated ties?—A. Yes. 

Q. And in 1930 you treated ties to the extent of $1,500,000?—A. Yes, 
$1,549,000. 

Q. And the Canadian Pacific treated ties to the extent of $2,500,000?—A. 
Yes, which they charged to capital, and which we did not. 

oy So in that particular year it was a very much greater proportion that 
the Canadian Pacific spent in treating ties than you did?—A. Yes 

Q. And of course your conclusion is, and mine would be too, that you 
cannot make a comparison in one year on that basis, in view of that disparity of 
figures, to that extent at least?—-A. Yes. At the present time I may say, Senator, 
that the cost of treating ties on the Canadian National is now or has been since 
1932 charged to capital account, in Canadian lines, the same as the Canadian 
Pacific charged to capital account in 1930. I think we are on a parity to-day 
in that procedure, except for United States lines, where under Interstate Com- 
merce Commission rules the treated ties are entirely charged to maintenance. 


By Right Hon. Mr. Meighen: 


Q. I understand you to say that the biggest wooden bridge in the country is 
on the Grand Trunk Pacific over Battle river?—A. Yes. 

Q. West of Wainwright?—A. No; on a branch line, near Camrose, on a 
Grand Trunk Pacific branch line. 

Hon. Mr. Stncuatz: Mr. Chairman, there was a matter that arose a of a 
statement by the Vice-President for the Maritime Division, and again arose out 
of a statement by Mr. Walton yesterday, which I wished to follow up with Mr. 
Walton last night, but the adjournment prevented me from doing so. There are 
some features of it that relate to the engeneering division that I would like to 
ask Mr. Brown about. 

~Q. When the Vice-President for the Maritime Division was giving his 
‘evidense he referred to the large volume of export traffic that went over the 
N.T.R., and also coal and other traffic coming this way. I wished to ask about 
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the export traffic, goods that are shipped for export either across the ocean or 


down the coast, if there would not be an economy in diverting that traffic on the 
_ N.T-.R. at McGivney Junction and putting it on board a boat at Saint John rather 
_ than carrying it three times the distance from McGivney Junction to Halifax. 
I was going to ask Mr. Walton about that, but I did not get in early enough 


-- this morning on account of attending another committee. I want to ask, what is 


the condition of the line from McGivney to Fredericton, and the Valley Railway 
from Fredericton to Saint John, as regards its capacity for taking care of such 
traffic—aA. Well, they are not in what we call main line condition. 

Q. What condition are they in?—A. Well, a considerable expenditure would 
be required to bring particularly the section from McGivney to Fredericton to 
a main line standard, both in maintenance and in improvement. 

Q. What is the capacity of the new bridge?—A. It will take any power we 

have on the system. 

| Q. A considerable expenditure would be required to bring the roadbed up 
to main line standard?—-A. Yes, and to improve certain curves, and things of 
that kind. 

Q. What expenditure would there be there?—A. I would have to make 
an estimate, sir. 

Q. Up to what standard is that part of the road now?—A. Well, what we 
eall a branch line standard. 


By Hon. Mr. Parent: 
Q. What is the weight of the rails?7—A. Mostly 80 pounds per yard. 
Q. What is the standard of the Valley Railway from Fredericton to Saint 
John?—A. That is of a branch line standard, that is as far as ballast and some 


of those features are concerned. And there are some of the bridges that would _ 


have to be replaced; some of them were carried out by freshets and abutments 
have been replaced by timber. These would have to be strengthened—not very 
extensively, but there are a number of things of that kind. 

Q. The cost of rerouting traffic, does that amount to anything?—A.Trans- 
portation does not come under me, sir. 


By Hon. Mr. Gordon: 
Q. Has it been demonstrated to your satisfaction up to now that the 
treatment of ties is economical?—A. Yes. 
Q. What do you consider the life of the treated tie to be?—-A. Well, 22 to 
25 years. 
Q. And the ordinary tie?—-A. Ordinary ties run from 8 to 10 years. 


By Hon. Mr. Horsey: 

Q. Are those ordinary ties put in green or are they dried out first?—A. 
We attempt to season them where it is possible, because we get a little better 
life out of seasoned timber than we do out of green timber. I think that in the 
Maritimes, with native timber such as they had along the track on many of 
those branch lines that I mentioned as being taken over, the ties would not last 
longer than four or five years, but they were not suitable timber. The lines 


were being operated by those private companies and they could not afford to 


_ buy suitable timber. 


By Hon. Mr. Black: 
_ Q. Following up the question asked by Senator Sinclair, I want to ask you 
with regard to taking your through traffic over the N.T.R. down to the centre 
of New Brunswick, first by McGivney and Fredericton to Saint John, how much 
shorter would that be than taking it the way you presently take it?—A. I would 
have to figure that out. 

[Mr. 8. B. Brown.] 
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- : Q. That should not take long. You know that country?—A. But I can- 


>~ not pull various mileages out of my head at the moment. I can get you that 
figure, Senator. You want the distance from, say, Quebec or Diamond Junc- 
tion— 


‘ 


Q. Yes, from Diamond Junction, because most of the export stuff goes 


through Diamond Junction—A. Yes. 


_ Q. I want the distances from Diamond Junction to Saint John, via Me- 
Givney and Saint John Valley Railway; and from Diamond Junction to Saint 
John via McGivney and Moncton; and from Diamond Junction to Moncton 


and Halifax—aA. You want the distance to Halifax by Intercolonial?— 


Q. The shortest route, if you like—A. All right, sir. 
Q. That is, first, taking the traffic to Halifax via Moncton; next to Saint 


_ John, via Moncton; and next, to Saint John via the Valley Railway.—A. I can 


give you the mileages of that, sir. | 
Q. The reason I ask is that it has always been a question to my mind why 
you did not use the shorter route. 


By Mr. Biggar: 
Q. You have been speaking of the charging of creosoting ties to capital, 


and I think what you have been referring to is at page 838 of the proceedings. 


Would you look at that page? An item of $2,500,000 appears at the lower 
part of the left-hand side of the page. Am I right in thinking that that is really 
taken into account for the purposes of the saving and that the figure of 
$5,215,035, which occurs above it, is the figure that has been taken by Mr. 
Armstrong into account for the purpose of ascertaining a saving and that that 


calculation then has nothing to do with the $2,500,000 that has been subse- 


quently deducted, because that is only deducted to bring the figures together 
at the bottom of the page?—A. To bring the figures as to the Canadian Pacific 


_ separate as compared with the unified system. That is, taking the $2,500,000 
for both sides, that is quite all right for that calculation. 


Q. But for the purpose of calculating savings, the total expense of $2,715,- 
035 has been taken into account?—A. Yes, and in his return to the Dominion 


Bureau of Statistics, to make it comparable with the Canadian National on 
the same basis, that $2,500,000 would have been included as an expense. 


Q. But I understand that it has nothing to do with this savings calcula- 
tion at all. It has to do with the return but not with the calculation of sav- 
ings?—A. It has a very great deal to do with your maintenance of way 
expenses, if you do not put it in. 

Q. But it is in, as I understand it, at page 838?—A. It is in the calculation 
and taken out. 

Q. Well, I suppose we shall have to leave it at that. 


Mr. Joun Roperts was called as a witness and took the stand. 


By Mr. Biggar: 
Q. Mr. Roberts, what is your position?—A. Chief of Motive Power and 


~ Car Equipment. 


Q. You are going to deal with that maintenance equipment item at the 
bottom of page 423, I understand—A. Maintenance of equipment expenses. 
Q. Yes. That is at the bottom of page 423 of the Proceedings.—A. Yes, sir. 
Q. Have you got it in the form of a memorandum?—A. Yes. May I read it? 
Q. Will you go ahead with that?—A. 
Referring to Exhibit “ H,” on page 433 in which a total net saving of 
$14.360,414 is estimated on maintenance of equipment under unified 
management. 
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- Blue Book statistics were used throughout as the basis of the estimate 
and we have no way of determining the comparability of figures reported 
by the two railways. a 

The most important items included in this estimate are repairs to 
steam locomotives, freight train cars and passenger train cars, and the 
ageregate saving estimated on these three items alone is $12,230,985. We 
would like to point out that about 35 per cent of this saving is estimated 
as being attainable as the result of the application of C.P.R. unit costs. 
The remaining 65 per cent is based principally on a general reduction in 
locomotive and car mileage which has been estimated as a result of track 
abandonment, cancellation and consolidation of trains and general cur- 
tailment of services. I will deal with these items separately. 


Steam Locomotive Repairs 
By far the largest item contributing to this total is the estimated net 
saving of $7,765,015 on the locomotive repair account. By referring to 
Exhibit “H” on page 845 and using it in conjunction with Exhibit “H” 
on page 423, it is apparent that the C.P.R. estimate of savings in loco- 
motive repairs, based on 1930 performance, is made up as follows:— 
1-—-Saving due to the application of C.P.R. unit cost. . . $3,502,398 
2—Reduction of 12-2 per cent in total locomotive 


logue Seared Mite UM A ceree RR Fic’ 1 dea ey . .. 3,265,244 
3—Preferred use of modern power—that is the loco- 
motive—and handling repairs at most efficient 
GINS os Si nae cleo eae eee, coe bret oh eee Oe eotate 
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It will be noted that 45.per cent of the estimated saving is due to the 
application of C.P.R. unit costs and is based on the assumption that the 
average cost per locomotive mile for the unified system could be reduced 
to the C.P.R. cost per mile. We would consider this basis faulty for the 
following reasons:— 


1. The C.N.R. locomotives average considerably larger than the C.P.R. 
locomotives and it costs more to maintain a large engine than a 
small one. At the end of 1937 the average tractive effort on the 
C.N.R. was 13:45 per cent higher than on the C.P.R. without includ- 
ing booster capacity and, as the C.N.R. has nearly four times as 
many booster-equipped engines as ‘tthe C.P.R., an adjustment of 
13:45 per cent would not be unfair to the C.P.R. for purposes of 
comparison. : 

2. As a result of amalgamation the C.N.R. has to maintain 214 different 
classes of locomotives as compared with 124 classes on the C.P.R. 
This means that a much larger stock of parts has to be carried on 
the C.N.R., which increases Stores Expense, and the number of 
patterns, dies, Jigs, etc., is very much greater than would be necessary 
with a moderate number of classes. The amount of repetition work 
in the shops is greatly restricted, thus increasing the cost of produc- 
tion. Any unified management would find it much more of a problem 
to maintain 338 classes of locomotives than 124 classes. 

3. The C.N.R. locomotives have been modernized to a greater extent 
than those of the C.P.R. by the application of such devices as Super- 
heaters, Stokers, Thermic Syphons, Feed Water Heaters, Exhaust 
Steam Injectors, Boosters, Mechanical Lubricators, etc. While 
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these devices increase efficiency and capacity and, without any ques- 
‘tion of a doubt, justify their adoption, they cost money to maintain, 
and part of the original installation cost is also a maintenance charge. 
4, The proportion of locomotive mileage made in level prairie country 
to the total locomotive mileage for the system, is much greater on 
the C.P.R. than on the C.N.R. The cost per mile to maintain a 
locomotive which does most of its work on level, tangent track, is 
much less than it is for a similar locomotive working under the 
more severe conditions encountered in other parts of the country. 
The estimates are all based on the performance for the year 1930, 
which would be quite satisfactory if both roads had remained at a 
constant level of efficiency until the present date, but this is not the case. 
Both the C.N.R. and the C.P.R. have reduced their repair costs per loco- 
motive mile since 1930 and, as a saving on present day cost is the 
condition to be desired, we propose to make a brief comparison of the 
1937 performance:— 
Total for 
both 
C.N.R. CBR Railways 


Total locomotive mileage (1937).. 63,176,000 48,870,000 112,046,000 
Total of repair account (1937).... $12,796,000 $7,814,000 $20,610,000 
Cost per locomotive mile.......... 20-25 cts. 15-99 cts. 


Supposing it had been possible to maintain the locomotives of both 
railways at the C.P.R. cost per mile of 15-99 cents without any reduc- 
tion in mileage, the total cost would have been reduced from $20,610,000 
to $17,916,000 showing a direct saving of $2,694,000, but it would be 
unreasonable to expect this, due to various conditions which have been 
explained above. 

If an adjustment is made to the cost per mile to compensate for the 
larger average size of the C.N.R. locomotives, the estimate of savings 
would be changed as shown below:— 


Total locomotive repair account, 1937, both railways...... $20,610,000 
C.P.R., 48,870,000 miles at 15-99 cents...... $ 7,814,000 
C.N.R., 638,176,000 miles at 15-99 cents, plus 

gh Comper uCenp =a LS hd CONUS is) (aise) she! 11,460,000 19,274,000 
Estimated saving at the adjusted unit cost................ $ 1,336,000 


It will be noted that this adjustment reduces the estimated saving 
from $2,694,000 to $1,336,000, or over 50 per cent, and, if it were possible 
to make adjustments for the other conditions mentioned, the estimate 
would be still further reduced. It is therefore impossible to state that 
there would be any saving directly due to increased shop and engine 
house efficiency under unified management. 

The second item which shows an estimated saving of $3,265,244 is 
contingent on a reduction of 12-2 per cent in the total locomotive mile- 
age, due to curtailment of service which might be possible under unified 
management. If locomotive mileage is reduced, the total repair account 
will naturally be reduced, but whether this estimate of mileage reduction 

can be realized is a transportation study and has been dealt with by our 
Transportation Officer. Considering that the estimate of 12-2 per cent 
mileage reduction was based on the assumption that over 5,000 miles of 
track would be abandoned, any change in the program of abandonment 

would presumably change the amount of reduction possible in locomotive 
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mileage. Therefore, unless the full suggested list of abandonments tan 


be realized, the estimated saving of $3,265,244 appears to be unattain- 


The third item which shows an estimated saving of $997,373 due to 
the use of a larger proportion of modern power and setting aside the 
older classes, also handling the majority of repairs at the more efficient 
shops and closing the less efficient shops, is contingent to a very large 
extent on the same conditions as are necessary for the saving shown in 
the second item. The number of older engines which can be set aside 
would vary with the reduction in locomotive mileage, and the shop 
capacity required would also be affected by the same condition. There- 
fore, unless the reduction of 12-2 per cent in mileage can be settled with 
some degree of certainty, the estimated savings shown in both the second 
and third items are equally unreliable. We note from Mr. R. A. Pyne’s 
testimony that it is the intention to close three main shops on Western 
Lines—how many are to be closed in the East is not stated. If shops can 
be closed, overhead costs can be reduced, but it would be impossible to 
estimate the saving, until the reduction in locomotive mileage has been 
determined and the question settled as to what shops would be closed. 
In any case, this is a matter of policy which may be influenced by a 
number of considerations other than overhead cost on locomotive repairs. 

To sum up the locomotive repair situation, we feel confident that 
unified management could not reduce the cost of repairs per mile on the 
C.N.R. locomotives. The reasons for the difference in the reported unit 
costs between the C.P.R. and C.N.R. have already been dealt with. The 
fact that the repair cost per mile on the C.N.R. averages 7 per cent lower 
than the Class 1 U.S. Roads over a period of five years should be sufficient 
indication that the Mechanical Department efficiency of the C.N.R. is 
of a high standard and, as the I.C.C. accounting instructions are followed 
on the C.N.R., there is no question as to cost figures being comparable 
with the U.S. roads. 

The savings which may be possible due to curtailed service and 
cee mileage has already been dealt with by our Transportation 

cer. 

Freight Train Car Repairs.—The net saving in freight train car 
repairs shown in Exhibit “H” on page 423 is $2,703,896, and by referring 
also to Exhibit “C” on page 418 and to Exhibit “H” on page 845, it is 
evident that the C.P.R. estimated saving is made up as follows:— 


1—Saving due to application of C.P.R. units costs.... $ 639,640 
2—Reduction of 3:3 per cent in total freight car 


TCA SO Be Wel Lhe Rede Mca. tle eae toa 855,000 

3.—Preferred use of modern steel cars and handling 
repairs at most efficient shops.. .. .. .. .. 1,209,256 
EGhed Veg tea re execute. "sok aus Benes 


_ It will be noted that the estimated direct saving due to use of C.P.R. 
unit cost is about a quarter of the total and the balance contingent upon 
abandonment of lines and curtailment of service. Any estimate which 
is based on the cost per mile of repairs to freight cars is open to criticism 
The total mileage is for all freight cars of whatever ownership moved on 
the system; the total cost is the cost of repairs to company owned cars 
From this it should be apparent that the average cost so calculated per 
freight car mile is much less reliable for purposes of comparison than in 
the case of locomotives or passenger cars. The reported costs per freight 
train car mile for several years past have been higher on C.N.R. than on 


[Mr. J. Roberts.] 
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the C.P.R. and there are good reasons for the difference. One of the most 
important is the more advanced program of modernization which has been 
carried on by the O.N.R. including the application of cast steel truck sides, 
friction draft gear, stabilized trucks, A.B. brakes, etc. 

Cars equipped with arch bar trials will not be accepted in inter- 
change after July 1, 1938, and at the end of 1937, the C.N.R. had 49,799 
cars or 52 per cent of their total number of cars equipped with cast steel 
truck sides. The C.P.R. had 26,901 cars equipped or 33 per cent of their 
total number of cars. 


By Hon. Mr. Parent: 
Q: Does that include the United States, or just Canada?—A. This figure 
~ is Canadian lines. 


To reach a condition comparable with the C.N.R., the C.P.R. would 
require to equip about 14,700 additional cars, which would entail an 
additional maintenance charge of about $3,300,000. 

During the year 1937, 7,357 cars were equipped with truck sides on 
the C.N.R., which involved an extra maintenance charge of $1,662,682. 
A.B. brakes were applied to 2,204 cars and the maintenance portion of 
these applications totalled $209,380. 

During the year 1937 the C.N.R. averaged 3,257 cars off lines more 

than the C.P.R. per day. The rental for cars in foreign service, there- 

fore, totalled about $1,189,000 in excess of the C.P.R., which amount does 
not appear in Mechanical Department accounts. The repairs for this 
excess number of cars averaging 60 miles per day at 1-159 cents per 
mile would amount to about $826,000 which amount is charged to 

. freight car repairs. 

. Based on data shown in the Canadian National annual report and 
records furnished by the Canadian Pacific to the Dominion Bureau of 
Statistics, for the year 1936, covering commodity loadings, it would 
appear that the Canadian National require between forty and fifty per 
cent more high grade—known as Class A—box cars than do the Cana- 
dian Pacific to protect properly the transportation of manufactured and 

; other products requiring Class A cars. 


; By Hon. Mr. Hugessen: 

ma. QQ: Is that because you have a larger international trafficf—A. Yes, possibly 
- that would affect it; but it is largely paper, flour and sugar—high- grade lading. 
_ I may say this is a ’ figure given to me by the Transportation Department. 


$ . 

. This type of car is of course made available only through purchase 
or by higher priced shop repairs. 

; We wish to assure the committee that these matters are not being 
1 dragged into the picture to obscure the issue, but merely to demonstrate 
: the number of weighty complications which preclude the possibility of 
using any simple method of comparing one year’s performance of two 
; different railways on freight car maintenance. 

q Taking into consideration the varying conditions on the two railways, 
which have an effect, direct or indirect, on the repair account, it would 
5 be a difficult matter to state which railway is making the better perform- 
Z ance on freight car repairs. It is quite impossible, therefore, to count on 
any direct saving on the basis of increased shop and repair track efficiency. 
; 


I might say here that as far as the Canadian National Railways are con- 
concerned, we have no surplus of freight car facilities. 
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- With regard to the cliiated saving due ve feduened in “freight car J 
mileage—this is a question of transportation efficiency dependent to— 4 
some extent on track abandonment, and has already been dealt with by — 
our Transportation Officer. 

The largest amount in the estimate of savings is due-to the preferred 
use of modern steel cars and closing some shops. ‘Considering that the | 
basis of this estimate was the releasing of only 7,247 cars out of a total 
of 219,598—(see Exhibit No. 69, page 943)-—the increase in range of — 
choice of cars would be negligible. If shops could be closed, savings could 
be made, but there is no reserve capacity in freight car shops on the © 
C.N.R. Tt would appear, therefore, that the item of $1, ay ,256 has no 
significance whatever. 

Passenger Train Car Repairs: The net saving in passenger train car 
repairs shown in Exhibit “H” on page 423 is $1,762,074, and by referring © 
also to Exhibit “H”’ on page 846 and Exhibit “B” on page 417, it is evident 
that the estimated saving is made up as follows:— 


1—Saving due to application of C.P.R. unit cost.. $ 65,214 


2—Reduced mileage due to cancellation and re- 
routme of passenger LraIMs.6 oie ees a 1,696,860 


SUL a VARS bedi, Sone AO MUNG IR DIES a ae $1,762 074 


We can find no logical reason for any saving on the basis of the © 
application of C.P.R. unit costs. The unit costs as reported are normally | 
higher for the C.P.R. than for the C.N.R., and while the use of Pullman 
cars in international service on the C.N.R. is a disturbing factor, its influ- 
ence is comparatively slight, the percentage of Pullman car mileage to 
total passenger car mileage averaging between 5 per cent and 6 per 
cent. For example, in 1937, the C.N.R. cost per mile was 4-401 cents — 
as compared with 4-641 cents on the C.P.R. The Pullman car mileage © 
for the same year amounted to 5-61 per cent of the total passenger car — 
miles on the C.N.R. and, if adjustment is made for this condition, the | 
repair cost per mile is practically identical on the two railways. The first — 
item of $65,214 in the estimate therefore has no significance. ; 

The reduction of $1,556,741 due to curtailment of passenger train 
service 1s based on the assumption that passenger car mileage can be 
reduced by 51,793,173 miles, but whether this reduction could be realized — 
under unified management is a transportation problem and has already : 
been dealt with by our Transportation Officer. 4 


The estimated saving of $371,256 is based on nbantnnnees of 5,000 
miles of track, and unless the original proposal for track abandonment can 


| 4 
Work Equipment Repairs 
be realized this estimate loses its significance. 


Shop Machinery 

The estimated saving of $233,783 is based on a reduction of 12-2 © 
per cent in locomotive mileage, 3-3 per cent in freight car mileage and — 
14-9 per cent in passenger car mileage. These mileage reductions are 
dependent on track abandonment and on general reduction in train ser- 
vice. If the estimated abandonment and reductions 3 in train service cannot 
be realized, the economy cannot be attained. 


Now I should like, with your permission, to run over a summary of this. 
Mr. Biccar: It would be very useful. 

The Witness (reading): 

[Mr. J. Roberts.] 
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C.P.R. estimate 


} ee { Ne of savings Remarks 
my Application of C.P.R. unit cost to Evidence has been submitted that C.N LL. 
ane locomotive repairs .. .. .. .. $ 3,502,398 efficiency is of a high standard and good 


and sufficient reasons given why the C.P.R 
unit cost is not applicable to C.N.R. loco- 
Dy : motives. 

_ 2. Reduction in locomotive mileage. 3,265,244 Based on track abandonment and curtail- 
ment of service. Realizable only if these 
conditions can be attained. 

8. Preferred use of modern power Savings dependent to a large extent on same 


- 


and handling repairs at more | conditions as Item 2. 
CHICIENDVSMODS a beets tat Gee Le 997,373 
. Application of C.P.R. unit cost Good and sufficient reasons why reported 
to freight car repairs.. .. .. 639,640: unit costs are not comparable on the two 
Pre railways have been given. 
5. Reduction in freight car mileage 855,000 Based on track abandonment and curtailment 
“a of service. Realizable only if these condi- 
tions can be attained. 
6. Preferred use of modern steel It has been shown that the estimate for this 
“ie cars and handling repairs at item of saving is based on conditions which 
ae more efficient shops.. ...... 1,209,256 are unattainable. 
7. Application of C.P.R. unit cost to It has been clearly demonstrated that there 
a passenger car repairs.. , 65,214 is nothing to support this estimate of 
saving. 
. Reduction in passenger car mile- Based ‘on curtailment of service. Realizable 
AEE ene RTT ais iat < Sian 1,696,860 only if mileage can be reduced by over 
; 51,000,000 passenger car miles. 
: . Work equipment repairs.. .. .. 371,256 Based on abandonment of 5,000 miles of 
an track and realizable only if this condition 
1d cy can be attained. 
Seow shop machinery: |. 210.) fs 3 233,783 Based on general curtailment of service. 
‘ } Realizable only if these conditions can be 
4 : attained. 
mori. Superintendence.. ..0.5)..)..'.. 1,410,754 This item is being handled by the C.N.R. 
a. Comptroller. 
128, (OX AUS Te Bee Reh sae seni OP On aie or 113,636 Major part of saving apparently based on 


about 20% staff reduction. 
$14,360.414 


4 From the above, we believe we are justified in regarding this estimated saving as having 
been compiled from a basis which was largely conjecture, rather than from proven and reliable 
"a data. It is very improbable that the conditions upon which it was based will ever be realized 
_ and if this is conceded, the savings are unattainable, 


By Mr. Biggar: 


. Q. Mr. Roberts, I should naturally have been in a much better position 
_ to ask you some questions about this if I had seen this memorandum, of even 
_ that final statement of figures. But there are two or three points that occurred 
to me while listening to it. I understand that you deduct from the $14,360,414 
. that is estimated by the Canadian Pacific as savings from unification, an amount 
- —your total deduction is what?—A. There were some other items mentioned 
there. 
x Q. What is the total amount of the deductions?—A. As shown in Exhibit H? 
~—-Q. ‘No, the deductions that you have just given us from that statement.— 
A. $14,360,414. 

e Q. That left about $54,000 out of the $14,000,000 odd given on page 423? 
- -_Hon. Mr. Murpocx: No, just the same figure. 


he 


ai 
7 


By Mr. Biggar: 
. Q. What was the amount you stated?—A. $13,360,414. 
- Q. What deductions have you made?—A. I just do not understand you. 
— Q. Of course, I have not seen this, but I understood you said that these were 
-a number of items that had to be deducted from $14,360,414?—A. No, sir; 
this is a summary of just exactly what I have read, in brief. I have dealt with 
each item at some length and summarized the whole thing in brief. 
- Q. You have not given us any indication of what is left, in your view, of the 
$14,360,414?—A. How much of that can be saved? 


1 
15 i 
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'Q. Yes.—A. That, as I say here, largely depends on the ultimate abandon- 
ment— Lee ie 

Q. My question was, you have not been able to give us any indication of 
how much that would be?—A. No. 


By Hon. Mr. Dandurand: 

Q. You said that would largely depend upon what?—A. On the curtailment 
of locomotive mileage and freight car mileage and passenger car mileage, whether 
it is accomplished by unification or in whatever way that is done. Then the 
mechanical officer will be able to tell you how many passenger and freight 
car shops and locomotive shops would be required. That is as far as I can go. 


By Mr. Biggar: 

Q. Is the Canadian National now only equipped with shops that are neces- 
sary? Are the shops of the Canadian National used to their full capacity?— 
A. May I answer that in this way? Unfortunately for all railways, they have 
to maintain shops to meet peak conditions. That is, you cannot have a shop 
to meet a condition under depressed times only. 

Q. Quite so—A. At the present time we have more capacity than actually 
required. 

Q. Have you ever been to capacity?—A. Yes. 

Q. When?—A. Well, take the year that we are dealing with, 1930, the 
shops were working practically to our capacity. In other words—the motive power 
men will understand this—we were called upon to maintain in that year about 
1,300 locomotives, that is, shop 1,300 locomotives, and that is about the capacity 
of our shops, approximately. 

Q. And you would not think by unification you could save any substantial 
sum without a reduction in the locomotive mileage and car mileage?—A. Do 
you mean by closing shops and so on? 

Q. By the reorganization of divisions and standards of the operations that 
were carried on, and matters of that kind?—A. Undoubtedly there would be 
a saving. In other words, if the locomotive mileage is reduced and the freight — 
car mileage is reduced and the passenger car mileage is reduced, it will effect 
a saving proportionately to the extent that these services are cut down. 

Q. I was asking you on the basis that there was no cutting down of loco- 
motive mileage for transportation purposes, but merely a reorganization of these 
facilities —A. The only answer I can make intelligently is this, that we have 
no surplus of freight or passenger car shops. ; 

Q. I was not asking you that. I was asking you with regard to unification. 
. If you had the facilities of both railways at command, could you not make a 

rearrangement?—A. I would like to answer it in this way, that we have no 
surplus facilities for handling freight car and passenger car equipment. I am 
referring to main shops. Under peak conditions we have about what would 
be required to handle our locomotives under those conditions. Mr. Pyne indicated 
in his evidence that there were six locomotive shops in the Western region, and 
he figured that three of those shops could maintain the equipment. I am not 
‘just clear what Mr. Pyne had in mind, but I presume that he was speaking of 
the Canadian National shop in Winnipeg, Fort Rouge, which was formerly a 
Canadian Northern shop, and the Grand Trunk Pacific shop at Transcona, and 
the Canadian Pacific shop at Weston, and then the Ogden shop at Calgary. Now, 
that would make four major shops. In addition to that the Canadian National 
have two small shops which I would not consider main shops, but which are 
usually referred to as back shops. One is at Calder, outside of Edmonton, and 
the other at Port Mann, outside of Vancouver. As I understood it, Mr. Pyne said 
that the equipment might be maintained at three of the major shops. Now, 
[Mr. J. Roberts.] 
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¥ that would largely depend ‘on the number of locomotives that would require 


to be repaired. I cannot answer that. 1 know what our own condition is, but 


I do not know what the Canadian Pacific condition is. 
Q. You have told me that, but suppose that no proposal had ever been 


made on this at all. Forget the Canadian Pacific proposal for a few minutes 


ee 
aD . ~ 


and try to help the committee. Just tell us whether, from your experience and 
your general knowledge, you think or do not think that if you had the facilities 
of both these railways at your command, in respect of shops, you could make a 
saving in the handling of the kind of work that now has to be done?—A. Yes, 
I believe you could, 

Q. Have you any idea of the amount that that would be?—A. No, I could 
not give any answer to it. 


By Hon. Mr. Parent: 
Q. That would depend on the number of lines abandoned?—A. It would 
depend on the number of units to be maintained. 
Mr. Bicear: I put the question very clearly, on the assumption of the 
same number of trains and same mileage operated as now. 


By Hon. Mr. Haig: 

Q. Take Winnipeg, Mr. Roberts, which includes Transcona. What capacity 
did you use of the shops at Fort Rouge and Transcona, say in 1937?—A. They 
are used to full capacity, on a forty-hour-week basis. That has been our 
standard week for a considerable time; although our wage agreement calls for 
forty-four hours, it has been reduced since 1932 and we have never worked any 
more than forty hours per week; and it has become a standard with most 
railways. 

Q. My memory may be wrong, but I have a distinct recollection that you 
had holidays every now and then?—A. Ye, we have made curtailments by 
closing the shops down and by reducing staffs. 

Q. Your Transcona shops are very well equipped, are they not?—-A. It is 
a very good shop. 

Q. They are high standard shops, are they not?—A. Yes, fair. 

Q. Could not all the work be done there and at the Fort Rouge shops?—A. 
I do not think so, under present conditions. 

Q. On a 44-hour week, and working all the year round?—A. I do not 
think so. 

Q. And on the business you are doing to-day?—A. No, I do not think so, 
even to-day. 

Q. I point out to you that it has been stated that the Canadian National 
is $9,000,000 worse off so far this year than it was a year ago. How do you 
propose to meet that?—A. That is not my problem, sir. 


By Hon. Mr. Coté: 
Q. You said that 1930 was a peak year?—A. No, I did not say that; 1928 
was the peak year, but 1930 was a fairly high year. In other words, we repaired 
1,300 locomotives in 1930, as possibly against 800 in 1937. 


By Right Hon. Mr. Mewghen: 

Q. What was the reason you had a peak year for repairs that was not a 
peak year in traffic?—A. If you wear out your locomotives in 1928 you may 
have to repair them a couple of years later. If you have a peak year this year, 
in all probability you will find that the locomotive shops will be busier the 
following year or the year after. : 

Q. Especially if it is election year—A. And apart from that, sir, we are 
governed by the Board of Railway Commissioners’ rules, which compel us to 
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ache give the locomotives an internal inspection every four years. Now, it is quite 
possible you may have a large accumulation of locomotives due for general ; 
shopping on that account in one year than you would in another year. It 
fluctuates. | LA 


By Mr. Biggar: 
~Q. 1 had understood you to say that all your shop facilities were being 
used to capacity in 1930?—A. Yes. 
Ba Q. But they are not now, under present conditions?—A. They are at the 
present time on a reduced working-hour basis. 


By Hon. Mr. Haig: 

Q. That is not capacity. If I were sitting one day a week in the Senate I 
could say I was working to capacity, but I could work five days.—A. Of course, 
the capacity of the shop is determined by the facilities of the shop to accommo- 
date so many locomotives. 

Q. Take Transcona. How many could you handle there in a week of 44 
hours, working every week of the year?—A. Do you mean per week or per 
month? 

Q. Per year, if you work 44 hours per week.—A. In 1930, the year we are 
dealing with, they handled 174 locomotives through the shop. 

Q. How many last year?—A. In 1937, 81. 

Te Q. You were not working to capacity by half: that is what I mean.—A. 
Of course, that does not affect the question of the shop at all. That is affected 
i by the number of men employed and the hours worked. 

Q. Take Winnipeg. You really don’t need the Fort Rouge shop if you 
work the Transcona shop to capacity——A. Under peak conditions we would 
require it. 

 Q. Like 1928?—A. If we have a big wheat crop this year it might affect it 
considerably. 

Q. At least you are an optimist. 


By Mr. Biggar: 

Q. The 174 locomotives you mentioned for 1930, would that be peak?—A. 
‘No, but it is a fairly big year. 

Q. You led me to understand that all the shops were working to capacity 
in 1930. What is your peak year for one shop?—A. I have not that informa- 
tion here. I can get it. 

Q. What is the fact about the shops working to capacity?—A. We have a 
capacity for repairing 1,300 locomotives per year. It is quite possible in any 
year you may not have to repair that number of locomotives. That is all I 
can say. 


By Hon. Mr. Casgrain: 
Q. In the States the railway companies do not manufacture their loco- 
motives; they buy them and find it the better policy——-A. We buy our new 
~ locomotives. 
Q. You do not manufacture them?—A. We repair them. 


By Hon. Mr. Horsey: 


Q. I understood you to say the installation of specialties to new engines 
was charged to expenses. What is the practice?—A. It varies. <A certain 
amount is charged to capital, and a certain amount to expenses. 

Ri Q. Do you mean all repairs are charged to maintenance expenses?—A. Yes, 
to maintenance expenses. 
[Mr. J. Roberts. ] 
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: By Hon. Mr. Black: 
Q. Mr. Roberts, is it not a fair deduction from what you have said that 


i the work of the shops at Winnipeg is at about 50 per cent capacity—A. No, 
I would not say that. 


Q. How is it they repair only 80 engines when they have repaired in 


other years 170?—-A. We were called upon to make a reduction in expenses, 


which can be accomplished in two ways, either by reduction in hours or in 
men. 
Q. You did have a reduction in the hours of the staff, and you had some 
extra lay-offs. If you had not those the capacity of your shops is what you do 
in regular hours per week working all the time. So your turnover must have 
been less than half of the capacity last year?—A. You mean we have more 


engine or shop capacity than we actually use? 


Q. You did last year?—A. That is quite true. 
Q. I thought you misunderstood what you were being asked?—A. No. 


By Hon. Mr, Gordon: 

Q. As a layman I do not understand the measurement of so many loco- 
motives a year, 80 or 180, because would it not be the fact that some loco- 
motives would come in requiring only minor repairs and others very extensive 
repairs?—A. That is quite true. At one time the American Railway Associa- 


_ tion classified repairs by number. No. 1 was the highest class and it graded 


down to No. 6. 


By the Chairman (Right Hon. Mr. Graham): 


Q. Major operations?—A. Yes. But generally speaking we endeavour to 
put our locomotives into our main shops for what would be termed general 


repairs. As Mr. Pyne said, you are called upon to shop locomotives accord- 


ing to tire wear. You may have to take a locomotive in because the tires are 
beyond the limit of wear. At that time you do a certain amount of work to 
the machinery. But at the end of four years, according to the Board of Rail- 
way Commissioners rules, you must give that engine an internal inspection, 
and at the. end of five years an external inspection. The internal inspection 
means stripping the tubes out. We try to govern ourselves by what we call 
Drop Mileage repairs. When the engine is given that general repair and 
inspection it starts out as a new engine at zero and builds up in mileage until 
that happens again. 


By Hon. Mr. Casgrain: 
Q. How long is the life of a locomotive?—A. A great many people have 
endeavoured to answer that, sir. I could not tell you. If you keep on rebuild- 
ing, as Mr. Newman pointed out the other day, it is indefinite. 


By Hon. Mr. Gordon: 


Q. Some time ago you stated the Canadian National have something over 
300 different classes of locomotives and the C.P.R. about 120. You have 
criticized the estimate which they made on that basis, that is, owing to your 
having so many more classes of locomotives than they have, it necessarily 
would cost more. Do you not think that when giving their estimate they would 
figure that a great many of these classes that you have are gradually becoming 
obsolete or uneconomic to use and would gradually be replaced, and that 
logically the cost would necessarily be less as these classes were reduced ?— 
A. I have no idea, sir, what they had in mind, but I am satisfied on this point, 
that they have no intention of scrapping usable locomotives. I am satisfied 
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also on this point, that if we have the condition in the West this year which 


we anticipate and hope for, every available locomotive on the Canadian Pacific 
and the Canadian National will be employed to its fullest extent. 
Q. Are all these 300 odd different classes desirable to keep?—A. Absolutely. 
Q. They are?—A. With this reservation. We are scrapping locomotives 
every year and gradually reducing this number of classes, but not to any very 
large extent. 


By Hon. Mr. Robinson: 

Q. Was not this large number of classes brought about largely by amalga- 
mation of so many different roads?—A. All of the four railroads had their own 
mechanical department, their own standard of locomotive, their own shops, their 
own methods of maintaining their equipment, and so forth, and so on, and that 
whole thing brought into the picture had to be standardize to some reason- 
able degree. 

Q. You are improving that all the time?—A. We are making progress every 
day. I think we have made remarkable progress under the circumstances in the 
last ten years. 


By Hon. Mr. Buchanan: 

Q. You quoted Mr. Payne that under unification there would be a cutting 
out of three shops?—A. Yes, he mentioned that. 

Q. Would it be possible under co-operation to eliminate any of those 
western shops and make joint use of one or two shops at Winnipeg instead of 
three?—A. I would say that largely depends on the principle which might 
develop out of unification or co-operation. If you reduce the locomotive mileage, 
then of course you can make substantial savings according to the reduction in 
mileage. 

Q. They are over capacity now for the two railways at Winnipeg?—A. I 
don’t know anything about the C.P.R. capacity, I don’t know what they have. 
I know what we have to-day is what we require. 


By the Chairman (Hon. Mr. Beaubien): 


Q. Mr. Roberts, if we had unification we would do away with a lot of 
competing trains, would we not?—-A. I would presume so. 

Q. If we did away with all competing trains it would reduce the car miles, 
and it would be reflected of course in the item which you are now considering 
of maintenance of equipment?—A. Yes, sir. 

Q. Don’t you think, apart from all the different factors which you have 
mentioned separately, that there would be a very large saving?—A. No, I 
don’t think so. 

Q. You do not think so?—A. No, sir. 

Q. You do not think if we could cut off a lot of duplicate trains, all 
competing trains, by unification it would reduce at all your account of main- 
tenance of equipment?—A. I misunderstood you, Mr. Chairman. If you reduce 
your locomotive mileage your maintenance cost will come down proportionately. 

Q. Don’t you think that would represent a very substantial amount?—A. 
No, I don’t think it would be a substantial amount, nothing like the figure 
mentioned here. 

Q. Give us your idea of what you call “ sibetabti de? sie I could not. I 
don’t know how many miles you are going to cut off. 


By Hon. Mr. Black: 


Q. Supposing, Mr. Roberts, we had complete co-operation, with elimination 
of duplicate trains and that kind of thing, running the two roads on a basis 
that a business man would run them, without amalgamation or unification of 

[Mr, J. Roberts. ] 
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the management at all, there could be a considerable saving, could there not? 


I am talking now about real co-operation between the two roads.—A. It is not 
for me to answer the question directly, but I want to say this. Under co- 
operation or any other system of management, if you cut off the locomotive 
mileage and the car mileage, we will make a saving proportionately with that 
cut; and that is all any mechanical officer can say or do. 


By the Chairman (Hon. Mr. Beaubien) : 


Q. You will not say whether that.is considerable or not?—A. No, I do not 
know. It is not for me to say. I am simply a mechanical officer. 


By Hon. Mr. Casgrain: 

Q. The United States railways buy what they need, they don’t manufacture 
themselves and they don’t repair themselves, and they have no shops, that is 
most of them—A. They do the same as we do. 

Q. They have shops?—A. Yes. 

Q. And they build their own locomotives?—A. No, not very often. They 
repair them. 

Hon. Mr. BucHanan: How many more witnesses are we going to hear? 
i Le Biccar: There are four more officers of the Canadian National on 
this list. 

Hon. Mr. BucHanan: When are we likely to finish hearing evidence? 

Mr. Bicear: That depends on the members of the committee. 

Hon. Mr. Bucuanan: Is Sir Edward Beatty to appear before the com- 
mittee again? 

Mr. Bicear: That is the intention. Inquiry was made of me as to when 
his appearance should be arranged for, but I have been unable to say because I 
did not know how continuously the committee was going to sit. 

Hon. Mr. McRag: Are we likely to have a meeting to-morrow? 

Hon. Mr. Danpuranp: Yes. I was hoping the evidence would close to- 
morrow afternoon or evening. 

Hon. Mr. McRar: It might close to-night. 

Hon. Mr. Danpuranp: I think we should decide at 6 o’clock to-night to 
continue at 8 o’clock, and so make sure of closing by to-morrow evening the 
evidence concerning the estimates of the Canadian Pacific. 


The committee adjourned, to resume after the Senate rises this afternoon. 


The committee resumed at 3.40 p.m. 


The CuHarrMan (Hon. Mr. Beaubien): Gentlemen, we have a quorum. We 
are ready to proceed. 

Mr. Biccar: Do we want Mr. Roberts back? I was going to ask whether 
the committee thinks it useful to go into any of these details. There is a point 
with regard to this difference of unit cost as between the Canadian National and 
the Canadian Pacific, particularly on locomotive repairs, with respect to which 
I did not follow exactly what Mr. Roberts said, and with respect to which I was 
thinking before lunch of asking some questions. But it occurred to me that 
after all the committee may not attempt to follow all the witnesses through this 
labyrinth of figures, in which case there is no need to go into these details at 
this stage. It is just whatever the committee thinks about it. 

Hon. Mr. Danpuranp: I wonder if Mr. Rand is here. 


Mr. Biacar: Yes, he is here. 
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a Hon. Mr. Danpuranp: We have allowed the Canadian Pacific to make its o 
ease as to the amount of the saving. The statement of Sir Edward Beatty has — 


been made and supported. Now, I do not know what may be the conclusions 


es _ which the witnesses of the Canadian National are about to reach, but I should 
not like to hamper them if there are some conclusions to be drawn from their 
statements. That is the question which bothers me. I should like to give as 


fair a hearing to their statement as has been given to the evidence of the witnesses 
of the Canadian Pacific, under the guidance of my friend Mr. Flintoft, which 
had for its object the establishment of savings. So I leave it with Mr. Rand 
as to the advisability of expanding or contracting the evidence that is before us. 


Mr. Ranp: I do not think the statements that may be made from now on 
would be very lengthy. They will consider the items that remain to be con- 
sidered. There will be, for instance, Mr. Johnston and Mr. Vaughan, dealing 
with passenger train miles and traffic generally. And Mr. Vaughan will deal 
with some of the more general items. If the committee desires, Mr. Fairweather 
will be here for such questioning as the committee thinks proper. We are 
entirely in the hands of the committee. 


‘Hon. Mr. Haic: Mr. Chairman, I still want to press—I do not know 
whether Mr. Rand is the right man to address my remarks to or not—that this 


- committee was appointed for the special purpose of inquiring into and reporting 
upon the best means of relieving the country from its extremely serious railway 


condition and financial burden consequent thereto. I have heard Sir Edward 


- Beatty say what he could do, and I have heard statements which were submitted 


to back up his argument. Now, we have had the Canadian National experts to 
show, or to try to show, that his figures were all wrong, all hay-wire. 


~ Hon. Mr. Danpuranp: Not all wrong. 


Hon. Mr. Haic: Pretty nearly that. Hay-wire, I think, is the word to use. 
But I have not yet heard a word—I am hoping to hear it—to back up what 


_ Mr. Fairweather said—or maybe I should put the responsibility more properly 


on Mr. Hungerford—that we should have compulsory co-operation. I have 
heard no evidence to back up that argument, and honestly I think we should 
have some evidence on that. 


Hon. Mr. Danpuranp: I think we have. 

Mr. Rann: I think that feature will be dealt with by Mr. Vaughan, and I 
believe he will be able to give some satisfactory statement on it. 

Hon. Mr. Haic: You realize that you have had five years, and $1,700,000 
is the maximum. I am just pointing out the thing you have to have in the 
back of your head. This year you have run behind, I presume, $10,000,000. 
Now, I want—and maybe I am the only one who wants it—some suggestion. 


_ I want to know if there is anything that can be accomplished by compulsory 


co-operation. I am personally desperately against it, because I think that 
what Senator Murdock says will happen under amalgamation will happen under 
compulsory co-operation, only a hundred times worse. What I want is an 
outline as to whether compulsory co-operation can save any money, having in 


mind that the companies went back $12,000,000. 


The CuatrMan (Right Hon. Mr. Graham): We are not going to save any 


-. time this way. 


_ Hon. Mr. Hare: Oh, yes, we are. Senator Dandurand has said he wants 
the C.P.R. statements measured by the yardstick of our own experts. I have 


no objection to that; but I look at the order of the Senate, and as yet I have 
heard no suggestion from the other side as to how that proposition can be met. 


I think we are entitled to have that information. If the Canadian National 
cannot give it, perhaps we should go somewhere else to get it. 
[Mr. I. C. Rand, K.C.] 
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_. Mr. Rann: There is this about it. You have had before you the two 
Chairmen of the Co-operative Committee who were working on this for four 
years. That has been somewhat dealt with, and we will deal with it more 
specifically. But as to the principle of compulsion, I do not suppose that 
depends on the particular project that may be dealt with. That principle of 
compulsory co-operation has already been adumbrated by the two Chairmen, 
but it will be stated more specifically by Mr. Vaughan. 

Hon. Mr. Horsey: I see the question Mr. Biggar was going to ask the 
witness in regard to the unit cost. 


Mr. Bieear: I will ask him now. 
J. Roperts was recalled as a witness, and took the stand. 


By Mr. Biggar: 


Q. Mr. Roberts, the point I was going to direct your attention to was this. 
You were dealing with steam locomotive repairs, and I think you pointed out 
this morning that those were on the basis, as far as 1930 was concerned, of 17 
cents per locomotive mile for the Canadian Pacific and 22 cents for the 
Canadian National, and in 1937, 16 cents for the Canadian Pacific and 20 cents 
for the Canadian National. And the first of the causes you gave for that was 
that the average tractive effort of the locomotives of the C.N.R. was 13°45 
per cent higher than on the C.P.R. without including booster capacity and, 
consequently the adjustment of 13:45 per cent would not be unfair to the 
C.P.R. for purposes of comparison. Did you mean by that that with an engine 
or locomotive power which was 13-45 per cent higher your locomotive would 
cost that much more to repair?—A. No, sir, but I think you will agree that it 
would cost more money to maintain a large engine than to maintain a smaller 
one. 

Q. As a matter of fact, Mr. Newman told us it did not—A. I am asking 
you to agree to this. If you have a large engine, say with four pair of wheels, 
as against one with three pair of wheels, it would cost more to maintain the 
larger one. You have more machinery, rods, cranks, axles and so on. 


By Hon. Mr. Hugessen: 
Q. And more tires to replace——A. And more tires to replace. 


By Hon. Mr. Murdock: 


Q. And you have more tractive capacity—A. In order to analyse this 
and make it as simple as possible for your committee, we have taken the best 
method of making an adjustment to compensate for the larger locomotives. 
That same method was adopted by Mr. Parker in analysing the Duff report. 
There are possibly three methods whereby you could arrive at a compensation 
for more tractive effort or larger engines. You may take a horse-power basis, 
you may take the weight of the locomotive, or you may take the tractive effort. 
We think the tractive effort method is perhaps the fairest. They are all faulty, 
more or less; not accurate. Our method of applying this adjustment of tractive 
effort would be grossly unfair if you were dealing with a few locomotives, half 
a dozen or so, for the reason that it would be quite possible to raise the boiler 
pressure of a locomotive and increase your tractive effort without changing 
your machinery. But in dealing with 2,700 locomotives, as they stand to-day 
on the Canadian National Railway, from the smallest to the largest, we think 
that taking the tractive effort of the group is the fairest way to compensate for 
the larger power. 

Q. I find in Mr. Newman’s evidence at page 808, the following: — 

It is the more modern power and the larger power that is utilized 
to the greatest extent, and we find that with our larger and our better 
power, which goes out and performs astonishing mileages to the extent 
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that they are. shopped about every thirteen or fourteen months, the 
actual costs per mile are on the shop basis better than for the older 
equipment. | 


Would you agree or disagree with that statement?—A. I think possibly on a 
_ mileage basis I would agree. 

Q. Then you would not make any allowance on these unit costs per loco- 
motive mile in that respect?—-A. It would have an influence, but still it does 
not alter the effect. | 

Q. It would have an influence, rather, in the way of reducing the units, that 
the units are larger— —A. Our experience is that it costs more to maintain a 
large engine than a small engine. 

Q. Then you do disagree?—A. Yes, in effect. 

Q. The next ground was that the Canadian National had 214 classes of 
locomotives, and the C.P.R. only 124.—A. Yes, sir. 

Q. Now, I suppose if the power. was pooled you would find that a great 
many of the 124 classes of the C.P.R. correspond with classes of the Canadian 
National—A. That may be so, I would not deny that. 

Q. And as a matter of fact that would help you to reduce the number of 
types in service?—A. Yes, in the aggregate it would; but still you would have 
a very much larger number of classes to maintain as compared with the C.P.R.’s 
figure of to-day. 

Q. Would you agree with Mr. Newman’s statement that by pooling of 
power you could use the power more economically ?—A. I would. 

Q. So, if you could eliminate some of your odd types, there would be a 
saving as a result?—-A. Obviously that would be true. 

Q. The third ground was that the C.N.R. locomotives had been modernized 
to a greater extent than those of the C.P.R. by the application of certain devices, 
and that they cost money to maintain. Do you mean to say that by reason of 
this the shopping of the locomotives costs more?—A. Yes, sir. 

Q. Can you give any figure for that?—A. I haven’t the exact cost of main- 
taining each specialty. 

Q. After all, the spread between these two unit costs is 5 cents in 1930 and 


4 cents in 1937. I suppose all these things are a very small proportion of the - 


cost of your power?—A. Oh, no, there is quite a large number of specialties on 
the locomotive and every additional speciality requires additional maintenance. 

Q. But the total cost of all these specialties must be an insignificant per- 
centage of the total cost of all the engines?—-A. I couldn’t tell you what the cost 
would be, but it would be considerable. 

Q. To the order of what per cent?—A. I could not give you that. But I 
want to point out this, taking the figures from Sir Edward Beatty’s last report 
to his shareholders. He gave a list of these specialties, and I have taken the 
Canadian National figures and compared them with those of the C.P.R. For 
instance, the Canadian National have 2,537 engines superheated as against 
1,791 on the C.P.R. The Canadian National have 700 engines equipped with 
mechanical stokers as against 232 on the C.P.R. 

Q. I was assuming something like that—A. And so it goes down the line. 
Now, these appliances are very intricate devices. For instance, the mechanical 
stokers require considerable work for reconditioning and maintenance. 

Q. What I am really pointing out to you is that it would not appear to me 
that you had any idea of whether it was practicable or not to instal these 
things——A. Oh, yes. 

Q. I say, you would not have any idea whether it was practicable or not 
to instal these things unless you knew what the total cost of installing them was, 
_ I mean by how much it increased the cost of your power and how much it cost 
extra to shop the engines by reason of their having these devices on them.—A. 
That could be gotten. 

[Mr. J. Roberts.] 
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Q.-And I was asking you how much it cost you to shop these engines with 
these devices, and what difference they made in these unit costs—A. I have not 
got the figures here, but I could get them for you in reasonable time. 

Q. I think it would be interesting to know to what extent you think that 
enters into this difference of five cents and four cents. 


By Hon. Mr. Black: 


Q. These mechanical stokers that you refer to take the place of a fireman, 
I assume, on your engine?—A. No, sir, they do not take the place of a fireman, 
but they enable us to fire more efficiently, and particularly if we are using 
Maritime Provinces coal in preference to United States coal. 


By Hon. Mr. Hag: 

Q. What is the difference?—A. The characteristic of the coal is such that 
it is very difficult on a large firebox to fire by hand, whereas the mechanical 
stoker gives a better distribution of fuel and a more constant firing. In fact, on 
a large locomotive a fireman could not maintain a constant steam pressure by 
hand firmg. Mr. Newman, or any other mechanical engineer, will agree with 
that. 


By Hon. Mr. Horsey: 
Q. That is with Maritime coal?—A. Yes. 
Q. But he could with the American coal, could he?—A. Well, on some 
engines, no, with either coal he could not. 


By Hon. Mr, Black: 


Q. The mechanical stokers are considered an efficiency installation? They 
lower maintenance costs, do they?—A. No, they increase your maintenance 
costs per locomotive, but they should and do reduce your coal consumption. 

Q. Do you think that offsets the increased maintenance costs?—A. Yes, 
most of those devices, super heating, mechanical stokers, and so on, are all 
fuel-saving devices. 


By Mr. Biggar: 

Q. The fourth ground upon which you put the difference was that loco- 
motive mileage in a level prairie country involved less shopping of power per 
mile than in other kinds of country?—-A. Yes. 

Q. But Mr. Newman told us, I think, that the difficulty about prairie 
country was that the water had a bad effect on the internal economy of engines 
and that the cost of shopping engines on the level prairies was actually higher 
than it was in the East, where the country was not so level perhaps but the 
water was better. Do you disagree with him about that?—A. No, that would 
apply to certain sections of the country. There are good and bad water dis- 
tricts. 

Q. What allowance did you make in that respect under this fourth head? 
—A. Our experience is that we can take more service out of our engines in the 


- prairie country than in the Maritime Provinces, where we have heavy grades 


and curvatures to contend with. 

_ Q. After all, the Canadian Pacific have heavy grades and curvatures to con- 
tend with across Maine?—A. Yes, but not to the same extent as the Canadian 
National. In other words, the Canadian Pacific have a larger operation in the 
Prairie Provinces than we have, and we have a larger and more difficult oper- 
tion in the East than they have. Our heavy manifest freight train from Chi- 
cago to Montreal and through to Boston, and so forth, is a much more severe 
operation on the locomotive. | 
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Q. Have you got figures for the whole system in that vie and do you i 


know how much extra shopping is due to bad: water and how much is due to 


es heavy grades and curves?—A. No, I did not go into that. 


Q. So you do not know how that balances out?—A. Not any more than in ~ 


a general way. It is worthy of a compensation, but I did not make any com- 


pensation for it. 

Q. You did not make any calculation?—A. No, neither did I ask for any 
consideration for it, 

Q. You have not made any examination of the whole system so far as 


you can with a view to finding out what if any economies could be made by — 


pooling the power?—A. It is quite true if you had the combined assignment 
of locomotives of the Canadian Pacific and Canadian National you would 
utilize them to better advantage. 

Q. But you have made no study of how much that might mean in money? 
—A. No sir, I have not. 

Mr. Biccar: The committee sees the difficulty about details of that kind, 
about water and grades and that sort of thing. I doubt the utility of going into 
questions of that kind. I think if we really examined into them we should never 
finish. 

: The Cuarrman (Hon Mr. Beaubien): Any further questions of Mr. 
Roberts? 


C. W. Jounsron, General Passenger Traffic Manager, Canadian National 
Railways, appeared as a witness and took the stand. 


By Mr. Biggar: 

Q. Mr. Johnston, I understand you are the General Pakeenaer Traffic Man- 
ager for the Canadian National Railways?—A. Yes sir. 

Q. And you are going to deal with that part of the Canadian Pacific’s 
estimate that related to passenger train miles?—A. Yes sir. 

Q. Have you got a memorandum with regard to that?—A. I have, sir. 

Q. Will you read it—A. I am going to deal with page 940 of the record, 
Exhibit 63. On the question of savings in passenger train miles, the Canadian 
National Railways position is that these economies can be effected in competitive 
duplicate passenger train service by co-operation. The sections which lend them- 
selves to this treatment are detailed to a large extent in Canadian Pacific 
Exhibit No. 63 on page 940 of the record. Our list of these estimated pos- 
‘sible reductions is as follows, subject, of course, to the approval of the Board 
of Railway Commissioners: 


Toronto-Hamilton-Windsor..........00..0.::c.ccce. 565,678 Passenger train miles. 


By Mr. Biggar: 
Q. That agrees with the figure on page 940?—A. Yes sir. Then it goes 
on: 
Toronto-Hamilton. 2.0) veo.. 0. 2 Ve 54,080 passenger train miles 
Pronores) Suburban eso! Oe Ne ls LO eek 000 a oS 


Q. That is instead of the 152, 440 passenger train miles shown on page 940? 
—A. There are some replacements allowed for there, Mr. Biggar. 
Q. You take off about 4,000 miles for that?—A. Yes. Then: 


Ottawa-Pembroke.. .. .. .. .. ..... .. 103,000 passenger train miles 


That is not in there. That may be covered in their local mileage; I do not know. 
[Mr. C. W. Johnston.] 
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- By Hon. Mr. Haig: 
Q. That is passenger train miles?—A. Yes, sir. Then: 
St. Therese-St. Eustache.. .. .. .. .. .. .. 8,000 passenger train miles 


That also may be included; I do not know. And: 


Regina-Saskatoon-Prince Albert.. .. .. .. 214,000 passenger train miles 
Winnipeg-Regina.. .. .. ey eee OMR cage INE, ‘000 
Raskatoon-Mdmonton.. 6. «a .-.ce) ces ae 230,368 & ys 
FCCINARAVEYDUPD mies ashl ae feuckh vee +s 44.000 Fe i ¢ 
Winnipeg-Port Wana Ce hikcdee s.O00 6 “ ‘ 
Transcontinental, East of Winnipeg... Pe SO LOL i s . 


That totals up to 2,467,307 passenger train miles. 


By Mr. Biggar: 


Q. That is instead of the 3,508,413 shown in Exhibit 63?—A. I may deal 
with that later, perhaps. 

Q. All right. Will you proceed with your memorandum?—A. As to the 
saving in local train mileage, without actual details of the trains covered in the 
Canadian Pacific submission under the heading of “‘ Locals,” I am unable to 
comment. In so far as the Canadian National Railways is concerned, local 
train mileage has been reduced to the minimum and we believe to the limit 
that the Board of Railway Commissioners will permit. In fact, we have now 
reached the position where the Board have ordered the restoration of services. 

That is the end of the memorandum. That tallies very closely with the 
estimate made by Mr. Foster and myself back in 1933, when we examined into 
it very closely and made our report to the Joint Co-operative Committee, if you 
make allowances for pooling services that have been taken out, and also some 
reductions made in the meantime. As to the difference between 2,467,307 and 
3,008,413, I have listed some trains in there that they have not included but 
which they have possibly covered under their locals. I do not know how they 
arrive at the 1,410,726 passenger train miles that they have under “ Locals ” 
I cannot check it, and the only assumption I have is that much of that mileage 
must be on that 5,000 mile abandonment—I fancy so, I do not know. 

Q. Have you made any independent study yourself?—A. This is the study. 

Q. But I mean any independent study?—A. The locals? 

Q. Of what can be saved by unification in the way of passenger train miles? 
—A. This is the study, sir. 

Q. But you are criticizing the other?—-A. No, sir, I am not criticizing at all, 
I am trying to be helpful. 


By Hon. Mr. Parent: 
Q. This is your own statement you are making?—A. Yes, sir. 


By Hon. Mr. Robinson: 
Q. This is under co-operation, I understand?—A. Yes. 


By Mr. Biggar: 


Q. These figures that you have given us are the fioures that you think are 
the limit of what could be reached under unification?—A. No; under co-opera- 
tion. 

Q. I asked you about unification—A. Well, I would say also, so far as I 
am concerned, under unification, because in the approach that Mr. Foster and 
I made in the estimates back in 1933—if you will read the letters already on 
exhibit, you will see we approached it from the standpoint as if the lines were 
operated as a unit. 
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Q. That 1s what I had in mind, that the figures that you have given are 


figures covering complete savings that could be effected by unification?—A. Yes. 


Q. And if I followed you, those are the same so far as that first Transcon- 
tinental item is concerned?—A. Yes. t 
Q. They omit altogether the Montreal-Ottawa mileage, if I followed you? 


-—A. Yes, I omit that. 


Q. And then you are the same, so far as Toronto-Windsor is concerned ?— 
A. Yes. 

Q. And the same so far as Toronto-Hamilton is concerned?—A. Yes. 

Q. And I think you dropped the Regina-Saskatoon figure of 118,260 miles 
and substituted a smaller figure, but I did not get that—A. I raised that, sir, 
up to 214,000 miles. 

Q. And Saskatoon-Edmonton, you are the same on that, I think, 230,368? 
—A. Yes. 

Q. And all you have got left for the figure of 1,410,726 miles, for locals is 
103,000 and 8,000 and 44,000 and 18,000?—A. Yes. 

Q. Can you tell me what the total of those is?—A. No, I did not figure that. 

Q. That is 173,000 instead of 1,410,726. Then, you are the same so far 
as the suburban mileage is concerned, 152,440 miles, except for the 4,000 miles 
that you take off—A. They did not know our figure in there, and it is a study 
we made afterwards. Our figure happened to be $148,000. 

Q. Don’t you think any saving could be made at all between Montreal 


and Ottawa?—A. No, sir. 


Q. Have you examined all the other locals to see whether there are any 
other conceivable ones?—A. No. I think so far as Canadian National Rail- 
ways are concerned, we are right down to the limit. In other words, we have 
had to make replacements. There are some we have been ordered to replace 


by the Railway Board. 


Q. Have you considered it from the point of view of the possible increase 
of service on one duplicating line to balance the reduction on another?—A. Oh, 
yes. That was all taken into account here when Mr. Foster and I made the 
study. 


By Hon. Mr. Black: 


Q. Suppose you eliminate those 2,467,000 train miles under co-operative 
agreement, what would be the saving in money?—-A. There has been a yardstick 
put forward of $1 a train mile, and I think it is as gced as anything you could 
use. In other words, you are going to have to transfer some cars of one train 
to another train, and you may not get exactly that figure, but the C.P.R. used it. 


By Mr. Biggar: 
Q. You have not got anything in this at all of the Maritime Provinces?— 
A. Not a thing, sir. Everything down there is right down to the bone. 


Q. As far as you know on both railways?—A. As far as I know on both 
railways. 


By Hon. Mr. Haig: 


Q. Is that true of Prince Edward Island?—A. Don’t start Prince Edward 
Island. They are after more services now. 


By Right Hon. Mr. Meighen: 
Q. Mr. Johnston, you say what you have stated can be obtained by 
co-operation.—A. I have used the word “ co-operation,” sir, because it was 


approached from both standpoints, co-operation and both lines operated as a 
unit. , 


[Mr. C. W. Johnston.] 
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~Q. Can you give an estimate of how many years it will take to get to 
st base?—A. On this? 

__ Q. Yes.—A. I thought we were right up to the trough and ready to drink, 
ut we did not drink. 


By Hon. Mr. McRae: 


 Q. Is not voluntary co-operation as dead as Julius Caesar in the railway 
 business?—A. I think so. 


By Hon. Mr. Murdock: 


Q. Would not compulsory co-operation lead unquestionably to amalgama- 
tion?—A. I think it would. 


* 


By Hon. Mr. Parent: 

Q. It is only an expression of opinion?—A. Yes, but I don’t see how it could 
be otherwise. 

Q. Have you anything to base your judgment upon? 

Hon. Mr. Buacx: According to that statement, Mr. Chairman, it means 
we cannot co-operate, and we cannot force co-operation. So we must go on 
continually losing money to a greater amount each year. That is the only 

alternative. 

Hon. Mr. Danpuranp: This parliament has decided in favour of compul- 
sory co-operation. It is embodied in the law. It has not been carried out. 
The question is: can it be carried out by a slight alteration of the modus 
operandi? 

Right Hon. Mr. MsicHen: If you carry it out you are going to land up 
in amalgamation. 

Hon. Mr. Danpuranp: Perhaps, but not as soon as with unification, 


Hon. Mr. Murpocx: Because of the fact that it would be claimed as 

confiscation of a privately-operated road, and that privately-operated road 
surely would go into the courts and claim that it had been confiscated, and 
_ therefore should be paid for confiscation. 
The Witness: I said it might lead to that. I don’t want to say I know 
definitely. I think under compulsory co-operation you could get many of these 
economies. I don’t want to be understood as having said it would mean 
amalgamation. 


By Hon. Mr. Haig: 

Q. But take west of Toronto between Chicago and Toronto, if you had 
compulsory arbitration you would have to wind up with the C.N.R. line?— 
pA. Yes, but partly only. 

. Q. That would mean taking up all the C.P.R. connection—A. It would 

be just a transfer of the connection. 

Q. But their whole set-up there would be changed?—-A. Their set-up would 
_ be changed. It would be a transfer from their connection, from the Michigan 
Central, over to the Grand Trunk. 


By Hon. Mr. Coté: 

a Q. Don’t you think compulsory co-operation is a misnomer? If it is com- 
_ pulsory it is not co-operation. It is enforced unification of the particular service 
' under that scheme. After all, when you put into effect what we call a co- 
operative scheme, if you do it willingly that is co-operation, but if somebody 
else does it’ for you by compulsion you have unification of that particular 
 service.—A. I think you can get under compulsory co-operation any reasonable 
and sane economies. 
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Q. But it involves unifying that particular branch of the service?—A. It 
does to an extent. a 

Q. You are using the facilities of the unified organization. I think com- 
pulsory co-operation is a misnomer.—A. I am talking of the passenger service. 


Hon. Mr. Roxpinson: I think it is. 


By Hon. Mr. Parent: 
Q. Have the figures you have given been discussed with an officer of the 
C.P.R., Mr. Foster?—A. They have all been practically run over with him. 
Q. Have any of those figures been submitted to the co-operative committee 
which have not been given effect to?—A. Yes. 


Q. In spite of your recommendation, both of you?—A. We had to make a> 


report to that committee. 


5 ee 
PR er eo 


Q. You have not been asked for a report?—A. Yes. These services I have — : 


included there were included in that report practically. There are some differ- 
ences because of reductions made in the meantime. 


By Hon. Mr. Horsey: 

Q. Under compelled co-operation these two systems will lose their separate 
identities eventually?—A. No. I hope I have not left that impression. Some- 
body tried to make me say that it would lead to amalgamation. I don’t think 
it would lead to amalgamation, not under compulsory co-operation. 


By Right Hon. Mr. Meighen: 


Q. Mr. Johnston, your answer was pretty direct to the question—A. I 
should like to have that correction made. — 

Q. For that matter, any kind of co-operation is a measure of unification in 
detail. Is it not in fact unification piece-meal? It may only get so far, but to 
the extent it gets anywhere, to that exact extent it is unification—A. No, I 
would not say that, sir. 

@. What is it? You can only save money by some form of unification of 
services. It may be in a detached place, in a single unit or in three units, but 
you only save money by a unification of services in that limited sphere. Is not 
that true?—A. Yes, within that sphere. 

@. And to the extent therefore that you have those several acts of co- 
operation, you have the same number of acts of unification?—A. I do not follow. 

Q. Each act of co-operation, if it is a saving, is in any sphere in which 
it is a saving a unification of service of one kind or the other, to the public or 
to yourselves. 


By Hon. Mr. Robinson: 
Q. I think unification means only one thing, complete union of the two roads. 


Right Hon. Mr. Mrieuen: That is 100 per cent unification. Senator 
Robinson’s head is not so bad that it does not follow me quite clearly. 


By Right Hon. Mr. Meighen: 

Q. What you are really doing so far as you are doing anything by co- 
operation is that you are unifying step by step. They may be small steps, but 
they must be unifying or they are getting nowhere. Except by unifying you 
cannot save. Is not that true?—A. There is a principle involved there, yes. 

Q. And therefore to the extent that you are unifying you are saving? 


By Hon. Mr. Murdock: 
Q. You have got unification in passenger train service between here and 
Toronto, for example?—A. Yes. 
[Mr. C. W. Johnston.] 
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By Hon. Mr. Horsey: 


fo -(). But under compelled co-operation they never lose the identity of the 
. os That is what I want to make clear. 


By Right Hon. Mr. Meighen: 


Q. There is always a sphere in which they do not co-operate, and therefore 
the identity to that extent is preserved; but to the extent they do co-operate 
_ the identity is merged, and therefore complete co-operation is complete unifica- 


Hon. Mr. Horsry: Only in principle. 

7 Hon. Mr. Danpuranp: When Senator Meighen introduced the Canadian 

_ National-Canadian Pacific Act into the Senate “he had to explain to us the 

necessity of minimizing competition in various lines and bringing the two 

_ ralways together for the purpose of effecting economies. 

Right Hon. Mr. MrtcHen: That is right. 

Hon. Mr. Danpuranp: But Senator Meighen added, and it is in that 

- Act, “But you shall not amalgamate.” 

Right Hon. Mr. MeicHen: Sure. 

Hon. Mr. DanpurAND: So we are moving towards economies by abolish- 

- ing competition in various lines, bringing them together by pooling trains and 

_ running rights, and joining certain services, but maintaining those two entities 

- quite separate and generally in a healthy state of competition, but not to the 

- extent of amalgamation. 

Right Hon. Mr. MeicHen: That is not an unfair statement of my position 

- at all, but the logical conclusion still is here. It was hoped at that time that 

- we could proceed sufficiently to enable us to stand the financial strain by this 

_ gradual process of co-operation under that Act. But the process has been 

- so stagnant that we have got nowhere at all, and we are seeking some way of 

getting there faster. 

3 The Witness: If we cannot get it by co-operation, let us have com- 

| _pulsory co-operation. 

Hon. Mr. Murpocx: If you do that are you not then going into the game 

of confiscation and giving the private railroad an opportunity to come to the 

i Government and claim, “ Here now, take us over and assume our obligations.” 

: Are we not proposing to put a larger load by many millions of dollars upon 

_ the Canadian people? As soon as you resort to compulsory co-operation, which 

means confiscation, surely that is one direct road to amalgamation by due 

process of law. 

b The Cuatrman (Hon. Mr. Beaubien): That is supposed to be a question? 
Hon. Mr. Murpocx: Don’t you think that is what would be the result? 

Hon. Mr. Hate: Mr. Chairman— 

- The Cuarrman (Hon. Mr. Beaubien): No, no. Let the witness answer. 

_ Hon. Mr. Haire: I don’t think it is a fair question. 

A The Cuarrman (Hon. Mr. Beaubien): Yes. Mr. Johnston, you are not 

7 obliged to answer. 

The Wrirness: I don’t think I should like to answer that question. 

; The Cuarrman (Right Hon. Mr. Graham): It is a legal question, anyway. 

--—Hon. Mr. Hata: Mr. Chairman, I don’t think it is fair to ask that question. 
I think we should call back Mr. Hungerford. 

' Right Hon. Mr. Metcnen: Would you not rather ask Mr. Johnston than 

r. Hungerford? 


& 
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Hon. Mr. Hate: He is not responsible. Mr. Hungerford is. We are | 
putting Mr. Johnston right on the spot. . 
The Cuainman (Hon. Mr. Beaubien): He does not answer. — 

Hon. Mr. DanpurAND: Will you allow the evidence to continue? I think 
we shall start with a witness who will answer you. 

Mr. Biccar: Thank you very much. I think that covers the ground. 

Hon. Mr. Hucussen: No, it does not cover the ground. h 

The Cuatrman (Hon Mr. Beaubien): Are there any questions? 

Hon. Mr. Hucressen: I have been trying to ask Mr. Johnson a question, 
Mr. Chairman, if I may. ) 

The CuarrMAN (Hon. Mr. Beaubien): Surely. 


By Hon. Mr. Hugessen: 


Q. Are you aware of the conditions recently developed in England i, 
reference to the pooling of traffic and pooling of receipts by the four big 
systems at points where they compete?—A. I know of it. 

Q. I understand that at a very large number of important points through- 
out the British Islands two or more of the big systems do that—A. Yes, sir. 

Q. And I am told that within the last two years they have reached agree- 
ments for the pooling of the receipts: from the traffic in these competitive areas. 
—A. To the best of my knowledge they have and that is what I— 

Q. I was wondering whether some system could not be worked out in 
this country whereby you might pool the whole of your passenger receipts, 
without unification or anything of that kind, on an agreed basis. Then there 
- would be no inducement to run on a competitive basis. Your motive for com- 
petition would be abandoned.—A. You would not have any form of competi- 
tion at all. 

Q. In your passenger service—A. No. 


The CuHamrMAN Hon. Mr. Beaubien): Are there any more questions? 
CCS 4,3 Thank you, Mr. Johnston. 


R. W. Lone, General Freight Traffic Manager, CNRS was called as a 
witness and took the stand. 


By Mr. Biggar: 

Q. Mr. Long, you are the General Freight Traffic Manager of the Canadian 
National Railways, are you not?—A. Yes, sir. 4 

Q. And you have a submission to make to the committee on the subject ~ 
of the saving of freight train miles and freight car miles?—A. No, sir. I am 7 
dealing with the question of re-routing traffic, the adjustment of inter-line 
divisions, and traffic expenses. 

Q. Will you indicate which particular item in Exhibit No. 49 you are 
directing your remarks to?—A. I have a brief, sir. 

Q. What pages?—A. Page 909. 

Q. Yes?—A. Items 1, 2, 3, 4, 5 and 6. 4 

Q. Items 1, 2, 3, 4, 5 and 6?-A. They may not be so designated in the © 
evidence. 

Q. And have you got a submission that you desire to make to the com- — 
mittee?—A. Yes, sir. 

Q. Will you proceed with that?—A. The consideration we have been able 
to give to the statement of estimated traffic gains through unification, submitted — 
to the Committee by Mr. Jefferson in Exhibit No. 61, has been somewhat 
hampered by an absence of relevant data, but to the extent that specific informa- © 
tion has been given, either for factual purposes or as the basis for assumptions, 
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T desire to plane before the Committee an analysis of the submission and our 
idgment upon the several items mentioned as well as upon the subject matter 
s a whole. 


A large proportion of the traffic with which this submission deals is for all 
i practical purposes what is known as “ overhead traffic.” It consists of freight 
originating at and delivered to points in the United States over routes which 
_ pass through Canada. For many years United States and Canadian lines have 
- maintained joint rates over these routes in competition with the direct United 
States lines. Because of their being longer, some of those routes from New 
England to United States points through Canada have been accorded lower 
“ differential ” rates which are the equalizing factors in the competitive situation. 
What has served to maintain them has been the interest of New England business 
_ to have the benefit of as many competitive carriers and as many open routes as 

- possible. Some of the United States lines have gone along with these differential 
_ rates in a rather grudging fashion and not without many protests and threatened 
' movements towards their discontinuance. The Committee will see, at the outset, 
_ that there is here a situation which must be handled carefully and which could 
easily be disrupted were the notion to be spread abroad that the two Canadian 
railways were lining up together for the purpose of improving their position at 
the expense of United States lines in respect of United States traffic. 

- I shall deal item by item with the amounts shown on Exhibit No. 61 and the 
statement of Mr. Jefferson at pages 708 to 714 of the record. The figures men- 
tioned by him, $2,135,000, was on the basis of the 1930 business, but Mr. 
Jefferson stated that he knew of no change in conditions that would affect the 
estimate for the same year if made at this time. 

Pi The Canadian Pacific witness, however, stated at page 713 of the record 

_ that there should be a substantial sum added to this amount for readjustment 
_ of interline divisions over a period of five years under unification, and on page 
714 a further amount for re-routing of Canadian traffic originating on the 
_ Canadian Pacific by diverting this traffic from the Michigan Central Railroad 
- to the Grand Trunk Western. At page 984 of the record Mr. Neal, based on 
' Mr. Jefferson’s evidence, submitted an amount in money for the change in 
- interline divisions of $1,500,000, and the re-routing of Canadian Pacific traffic 
through the Detroit gateway of $1, 136,000, or a total of $2,636,000. This amount 
should be added to the $2,135,000 in Exhibit No. 61, making a total of $4,771,000 
estimated increased revenue to the unified system. 

a Item No. 1, re-routing of Canadian National-Canadian Pacific traffic to 
» and from the Maine Central Railroad through Portland, Me., instead of North 
Stratford, N.H., and St. Johnsbury, Vt. Estimated pain in revenue $135,000. 
a This amount covers both Canadian National and Canadian Pacific traffic. 
_ One-half of the estimated gain has already been attained by the Canadian 
_ National and has been reflected in the Canadian National revenues for the past 
_ three years, as it suited the convenience of the Maine Central Railroad to 
transfer this traffic to be hauled over the Canadian National’s lower grades 
_ through the White Mountains. A similar arrangement with the Canadian 
_ Pacific would only increase the gain to a unified system by $67,500. 

Item No. 2, re-routing of Canadian Pacific traffic from and to New England 
» territory served by the Boston & Maine Railroad, Boston & Albany Railroad, 
and New York, New Haven and Hartford Railroad through the medium of the 
- Central Vermont Railway instead of through Wells River, Vt., as at ak 
_ Estimated gain in revenue $200,000. 
The C.P.R. has included both northbound and southbound traffic in its 
estimate. The routing cannot be changed on northbound traffic as the Interstate 
x Commerce Act reserves to the United States carriers their long haul. Only 
59-85 per cent of Canadian National traffic to New England lines is southbound 
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and I assume the Canadian Pacific’s proportion is about the same; therefore, 

this estimate must be reduced to $120,000 or 60 per cent, as the assumed gain 

in gross revenues, and that amount might be offset by loss of other traffic through 
retaliation of the Boston and Maine Railroad for the loss of its haul. 

Another factor which would prevent the cancellation of even the south- 
bound routing is the fact that part of the line of the Canadian Pacific, namely, 
from Newport, Vt., to Wells River, Vt., has been leased by that company from 
the Boston and Maine Railroad, and the Canadian Pacific pays $246,000 a year 
for the use of the line, and its lease runs until the year 1956. Even if a unified 
system did transfer all or part of the traffic from Wells River to White River 
Junction, it would still have to pay the Boston and Maine Railroad a quarter | 
of a million dollars a year for the next eighteen years under its lease. 

Even the Central Vermont Railway to which the -C.P.R. proposes to 
transfer this New England traffic does not receive all traffic to and from New 
England via its long-haul junctions, particularly the New York, New Haven 
and Hartford Railway, for which traffic is interchanged at White River Junction 
using the Boston and Maine Railroad as an intermediate carrier to the New 
York, New Haven and Hartford Railway. This is based on a well-known 
traffic practice of giving up some traffic to an intermediate line in order to 
obtain a benefit in traffic somewhere else. ; 

Item No. 3, re-routing of Canadian Pacifie traffic from and to Eastern 
United States territory served by the Delaware & Hudson Railroad and connec- 
tions, through the medium of the Canadian National System to Rouses Point, 
_N.Y., instead of in connection with the Napierville Junction Railway. Estimated 
gain in revenue $200,000. 

. The Canadian Pacific has also included the northbound traffic in this item. 
Canadian National southbound traffic to the Delaware & Hudson Railroad is 
63-8 per cent of the total, and assuming that the Canadian Pacific traffic 
divides in the same manner, the only possible gain might be 63-8 per cent of 
$200,000, or $127,600. This amount, however, would be further reduced as 
the present Canadian Pacific route consists of three carriers, namely, the 

- Canadian Pacific, Napierville Junction Railway and the Delaware & Hudson 

Railroad, and the revenue between these three roads is divided in a different 

manner than that of the Canadian National; the reason being that where there 

are two carriers in Canada against one in the United States, the United States 
carrier accepts somewhat less revenue in order to allow participation of the 
other two carriers on an equitable basis. When there is only one carrier in 

Canada and one carrier in the United States, the latter receives somewhat 
more revenue than when there are two carriers in Canada involved. 

On the large movement of newsprint paper from Canada to such important 
points as New York, Philadelphia and Baltimore, the Canadian National 
recelves an average proportion of 40 cents per ton less to Rouses Point when 
the traffic is delievered to the Delaware and Hudson Railroad than the Cana- 
dian Pacific and Napierville Junction Railway together receive to Rouses 
Point. On a unified system’s traffic delivered over the Canadian National rails 
to the Delaware and Hudson Railroad at Rouses Point that line would not only 

‘demand, but would be entitled to, the same revenue as they receive to-day 
on Canadian National traffic. In my opinion this would eliminate about one- 
half of the estimated gain in gross revenue on southbound traffic of $127,600, 
leaving a little over $60,000 of the estimate intact. 

There is another error in the Canadian Pacific Railway presentation which 
should be noted with respect to northbound traffic, namely, that there had been 
no change in conditions that would cause a change in the figures from 1930. 
Since that year there has been a substantial reduction in the rates on coal 
from the Delaware and Hudson mines to some points in the Province of Quebec. 
I do not know how much coal the Canadian Pacific receives from the Delaware 
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and Hudson Railroad, but I have no doubt it is a substantial amount and the 
gain estimated by the Canadian Pacific witness must be further reduced on coal. 
Taking these factors into consideration, my opinion is that there would 
be nothing left of the estimated gain in gross revenue. 
a Even if the Canadian Pacific Railway estimate could be entirely attained 
é from the viewpoint of the Canadian Pacific, it should be pointed out that the 
: entire gross freight revenue of the Napierville Junction Railway in 1930 was 
$297,000 and the loss of $200,000 would put that railway out of existence as a 


freight carrier. 
Item No. 4, re-routing of Canadian Pacific traffic to and from Eastern 
; United States territory through Niagara frontier, using the Canadian National 
" System instead of the Toronto, Hamilton & Buffalo Railway and the Michigan 
¢ Central Railroad. Estimated gain in revenue $900,000. * 
4 In this case also the Canadian Pacific has included northbound as well as 
: southbound traffic. The southbound traffic is only 27-3 per cent of the total 
on the Canadian National and I assume the Canadian Pacific is about the same. 
The Toronto, Hamilton & Buffalo Railway is jointly controlled by the Cana- 
dian Pacific, New York Central Railroad and the Michigan Central Railroad, 
£ the latter in turn is also a subsidiary of the New York Central System. I 
estimate that the New York Central System owns 70 per cent of the stock 
_. of the Toronto, Hamilton & Buffalo Railway. In connection with southbound 
F trafic from local points on the Canadian Pacific, in my opinion it would be 
j impossible to change even the southbound routing. Traffic originating at 
| points common to the Canadian National and the Canadian Pacific, such as 
Toronto, might be diverted over the Canadian National System to Buffalo 
5 or Niagara Falls, as the New York Central would not know if it was of Canada- 
- dian National or Canadian Pacific origin, but so far as local points on the 
f Canadian Pacific are concerned, the New York Central System could simply 
sit tight and refuse to accept such southbound traffic anywhere else than at 
Hamilton and even as to traffic from common points my opinion is that the 
Buffalo route would also be disputed. 
The proportion southbound which could be diverted to Buffalo, in my 
4 opinion, would not be more than half of the southbound traffic, or about 13-7 
: per cent of $900,000, equal to approximately $123,000. 


fe Item No. 6, re-routing of Canadian Pacific-Great Lakes Transit Corporation 
traffic via Windsor, Ontario, to’Canada Atlantic Transit Co. via Depot Harbor, 
Ontario. Estimated gain in revenue $100,000. 

This amount could not be attained by a unified system. The Canadian 
Pacific inaugurated its own steamship service on the Great Lakes from Port 
MeNicoll to Chicago and Milwaukee this year, but in obtaining the permission 
from the Interstate Commerce Commission to operate this service the Canadian 
Pacific bound itself to maintain its route in connection with the Great Lakes 
Transit Corporation via Windsor, Ontario, including both the Lake Michigan 
and the Lake Superior services. Such portion of this traffic, therefore, that the 
Canadian Pacific has not already taken from the Great Lakes Transit Corpora- 
tion cannot be taken from that line. 


Item No. 6, re-routing of Canadian National-Northern Navigation Company 
traffic via Sarnia (Point Edward) Ontario, to Canadian Pacific Railway (Upper 
Lakes Steamers) via Port McNicoll, Ontario. Estimated gain in revenue 
$600,000. 

This is simply an estimated transfer of revenue from one Canadian trans- 
portation system to the proposed unified system, and it assumes that all traffic 
now interchanged by the Canadian National with the Northern Navigation Com- 
pany would be diverted to the Canadian Pacific Steamships via Port MeNicoll. 

The estimate itself is excessive, as the actual revenue received by the 
Northern Navigation Company in 1930 on traffic interchanged with the Cana- 
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~ dian National Railw: ays was only $268,479. Furthermore, since 1930 here hen ae 


been a drastic reduction in the lake and rail rates on flour and grain products 
from the Head of the Lakes to Eastern Canada, in which traffic the Northern 


Navigation Company and the Canadian National Railways participate, which 
_ would further reduce the estimated amount. 


However, even the greatly reduced amount could not be attained, in our 
opinion. It is a matter of common knowledge that water lines are now invading 
interior territories through the use of motor truck transportation. If the Northern 
Navigation Company were deprived of traffic now delivered to them by the 
Canadian National, there is no question in my mind but that they would 
successfully increase their utilization of trucking to and from their eastern water 
terminals, and continue to handle a considerable percentage of the business 
which they are now enjoying through their arrangement with the Canadian 
National; and such a scheme would have a tendency to deprive both 
the Canadian Pacific and the Canadian National or the unified lines 
of revenues which they now receive through both Port MecNicoll and Sarnia. It 
is impossible to estimate the amount of this revenue, but the class of traffic 


handled via the lake and rail routes lends itself to trucking. In my opinion, 


the gains in revenue by diversion of traffic from the Northern Navigation 
Company are illusory. 


Proposed Changes in Interline Divisions Generally 
There are some further and much more important factors in this situation 


_ with which the Canadian Pacific did not completely deal in the evidence. First, 


the proposed readjustment of interline divisions which the Canadian Pacific 
witness stated at page 713, was not included in this original Canadian Pacific 
estimate, because of the difficulty found in estimating accurately what could be 
accomplished, although it was stated that unification would afford an oppor- 
tunity for substantially improving railway operating revenue through the adjust- 
ment of interline divisions. 

As you understand, interline divisions mean the division of revenue where 
rates are in effect over two or more carriers. 

There are three distinct fields where the question of interline divisions come 
into play: First, within Canadian territory; second, on traffic moving between 
Canada and the United States, known as international traffic; third, on traffic 
moving from one point in the United States to another point in the United 
States through Canada. . 

In so far as the first field is concerned, the major volume of interline traffic 
affected would be that interchanged between the Canadian National and Cana- 
dian Pacific Railways. Any adjustment in these interline divisions under 
unification would create no more additional revenue for the unified lines. It 
would simply be taking money out of one pocket and putting it into another 


- pocket, without affecting the combined revenues under unification. 


Eliminating the interchange between the two major railways, there is no 
field within Canada under which any improvement could be made in the 
revenues of the unified system, by reason of the fact that the remainder of the 
railways are of small mileage and are to-day accepting as low a division as 
ean properly be expected of them. 

_ When it comes to interline divisions applicable on international traffic, I 
can see no possibility of the unified system improving its position as against that 
existing at the present time. My experience surrounding the interline divisional 
situation, as a result of the consolidation of the Grand Trunk and other lines 
now forming the Canadian National Railways, leads me to agree most emphatic- 


ally with the Canadian Pacific witness in omitting initially from his estimate 


any increase in interline divisions applicable on international traffic. 
I can say that the experience of the Canadian National Railway Traffic 
Department, in working out similar problems for the past twenty-two years in 
[Mr. R. W. Long.] 
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the consolidation of interline divisions as between component parts of our system 
has produced results entirely opposite from those stated by the Canadian Pacific 
witness in his recent evidence. 
I have already in my reference to the re-routing of traffic to the Delaware 
and Hudson Railway given you an example which shows that road would be 
entitled to more money on newsprint traffic through a direct interchange 
bevween the unified system and the Delaware and Hudson Railway at Rouses 
Point than they accept on traffic interchanged to them through the medium of 
the Napierville Junction Railway, and which, I have pointed out, would destroy 
a large part of the assumed gains on a large volume of gross freight revenue. 

My experience has been that wherever there has been a readjustment of 
divisions on interline traffic, due to amalgamation, unification or consolidation, 
whichever you prefer to call it, of the four properties of the Canadian National, 
the lines in the United States have insisted on taking an increased division on 
the traffic, this for the simple reason that when we consolidate two-line hauls 
in Canada which were originally allowed separate revenue for each company, 
the United States lines demand—and properly so—that we take a one-line 
revenue instead of a two-line revenue. 

Permit me to refer as an example to the division of revenue on freight 
traffic from Quebec City to eastern United States destinations via Rouses Point. 

Originally, three Canadian National routes from Quebec City to Rouses 
Point existed:— 


No. 1. The Canadian Northern route to Hawkesbury, Ont., thence Grand 
Trunk to Rouses Point. 


That was the route on which the lines south of Rouses Point accepted the 
least. revenue. z 


No. 2. The route from Quebec City via car ferry to Levis, thence Inter- 
colonial to St. Lambert and Grand Trunk to Rouses Point. 


On these divisions the lines south. of Rouses Point earned a little more 
revenue than via the Hawkesbury route. 


No. 3. The route from Quebec City via the car ferry to Levis, thence Grand 
Trunk to Rouses Point, this being a one-line Canadian haul, and via 
this route the lines south of Rouses Point received the largest percentage 
of the rate. 


When the Canadian National System was consolidated, including the 
Canadian Northern and Intercolonial, the traffic was handled from Quebee City 
via the direct short route over the Grand Trunk to Rouses Point. We were able 
to retain our maximum divisions for the two-line haul in Canada for only a 
short period. The division sheets had to be consolidated and reprinted, and 
immediately the American lines raised the question of the routes we were using 
in Canada. As soon as the American lines became aware of the fact that the 
traffic was travelling via the shortest route to the border, they demanded that 
we take the proportion of revenue which we were entitled to via such short route, 
and therefore our gross revenue was reduced. For example, on a considerable 
portion of the traffic from points north of the St. Lawrence river to territory 
south of Rouses Point, we lost as much as 10 per cent to 20 per cent of our 
revenue to the gateway as the result of shortening our routes due to consolidation 
of the component parts of the national system. 

I can speak with what I consider authority when I state that we invariably 
' lose considerable gross revenue on these interline divisions on international 
traffic when two or more railways are unified. We are not in a position to force — 
the situation with respect to divisions with United States lines, because it is our 
view that such action is likely to have unexpected repercussions, with consequent 
loss of revenue. 


| 


1236 SPECIAL COMMITTEE 


As a case in point, a few years ago we demanded from certain United | 


States lines divisions to which we thought we were entitled on traffic moving 
from Texas to Montreal. We considered our position fair; the United States 


lines did not. We suddenly became aware of the fact that, because of this 


dispute, the Texas railways had under way the cancellation of the entire routing 


of traffic from Texas to Boston and other New England points via Canadian 


National lines through Canada. We finally, through compromise, arranged an 
agreement on the international movement and prevented the disappearance of a 
greater volume of traffic from Texas to New England in which our Canadian 
lines participated. This is not an unusual experience and would be the effect, 
in my opinion, should we arbitrarily endeavour to force unfair divisions on the 
United States carriers on traffic to and from Canada. 

The third field, as I have stated, is in traffic moving between two points 
in the United States through Canadian territory. The Canadian lines, either 
individually or under unified management, cannot possibly change the divisional 
arrangements on this business. For example, a dispute occurred several years 
ago between the United States carriers with respect to the divisions which 


should be accorded to the New England lines, who were not satisfied with their. 


proportion of the revenue on traffic destined and originally in their territory. 
The matter went to the Interstate Commerce Commission, who have Jjurisdic- 
tion over division matters, and by order of that Commission for railways in 
the United States joining in through rates to and from New England were 
instructed to increase the divisions of the New England lines to the extent of 
15%. While the Interstate Commerce Commission had no authority to compel 
the Canadian lines on traffic moving to and from New England to grant this 
increase, we were forced to do so, because, if our divisions had not been on as 
favourable a basis as the United States lines with which we were competing, 
the business moving between New England and destinations in the United 
States west of the Detroit and St. Clair Rivers would have ceased to move 
through Canada. 

The other overhead traffic through Canada is that passing between United 
States points via the Niagara and Detroit frontiers, and divisions through 
Canada via this route must be kept on a parity with those applicable via the 
United States lines. 

It is my considered view that there is no possibility, through the adjust- 
ment of interline divisions under a unified system, of realizing any increased 
revenue. 

f, have some comments on traffic expenses, Exhibit 60, page 907 of the 
record. 


By Hon. Mr. Black: 


Q. Before you pass on to that, I want to ask one question. In Exhibit 61, 
page 909, the total gains, according to the C.P.R., were $2;139,000.— 
A. $2,135,000. 


Mr. Biccar: Those are not the savings, they are the totals. If you turn 
back to Exhibit 49 you will find the exact amount. 


Hon. Mr. Buacx: These are gains in revenue. 


Mr. Biccar: Yes, and there are certain reductions. You will find them on 
page 421. The net saving is $1,396,000. ; 


By Hon. Mr. Black: 


Q. You gave some of those items in which there was no saving at all. 
What was your total gain on those six?—A. Our gain was $310,500 possible. 
Q. That is all in the six items?—A. Yes, sir. 


[Mr. R. W. Long.] 
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By Mr. Biggar: 

Q. You were going on the traffic expenses at page 907, which goes back 
to part of Exhibit 49 at the top of page 424 of the committee’s Proceedings, 
I think, dealing with agencies, advertising, and that sort of thing—A. Correct. 

Q. Will you proceed?—A. Yes. 

Dealing specifically with the Traffic Expense Accounts, as shown in 
Exhibit 60, page 907 of the record, and the evidence of Mr. Jefferson, appearing 
on behalf of the Canadian Pacific Railway, pages 849 to 867 of the record. 

It is not my purpose to deal in detail with the figures as presented 
by the Canadian Pacific witness. . 

The individual traffic expense accounts of the Canadian Pacific Railway 
and the Canadian National Railways are not exactly comparable, neither are 
the total traffic expense figures comparable as between the two roads. For 
example, expenses incurred by the Canadian National Railways on account 
of colonization, agriculture and natural resources are charged to traffic accounts 
whereas the Canadian Pacific assign such expenses to other than traffic 
accounts. 

The rail traffic expenses of the two railways, as shown by the C.P.R. 
witness, amounted in 1930 to $15,151,086. This figure having been arrived 
at by some method of deduction as to the expenses chargeable to the Canadian 
Pacific Steamships, thereby leaving the rai! traffic expense for the Canadian 
Pacific at $6,455,699, which represents 63 per cent of their total expenses. 
As a matter of fact, since 1930 the traffic expenses have been materially 
reduced—the proportion of the Canadian Pacific expenses chargeable to the 
rail activities have been reduced to $4,539,000, the Canadian National expenses 
to $4,981,000, a total of $9,520,000, as compared with the estimated expenses 
under unification, as submitted by the C.P.R. of $9,375,569. 

The Canadian Pacific witness, on page 865 of the record, in answer to the 
Honourable Mr. Calder, testified that no matter what was actually expended 
in 1937 on both railways, that figure, under a system of unification, could be 
reduced from 35 per cent to 40 per cent. In all due deference, I submit no 
such savings could be currently effected in view of the 35 per cent reduction 
already made as between the year 1937 and 1930. Assuming for the moment 
such an additional saving could be made, that is, a further 40 per cent, it 
would mean that under unified management, the 1937 traffic expenses (rail 
activities only) would only have amounted to $5,712,000, as compared with 
the actual expenses incurred during the year 1930 of some $15,061,000, the 
figure of $5,712,000 being $3,664,000 below the C.P.R. estimate of the total 
combined traffic expenses under unification of $9,375,569. 

The functions of a Traffic Department are much broader than the mere 
solicitation of traftic, important as that phase of its activities may be. 

My view is that the solicitation of traffic requires more activity to-day in 
the protection of the railways’ interests against outside forms of competition 
than that which is involved in the soliciting of business as between the 
Canadian Pacific and Canadian National Railways. Constant vigilance and 
solicitation is necessary if the railway field is to hold its own against highway 
and water competition. 

Traffic duties also lie in the direction of co-operation with the public in 
solving marketing problems, setting-up of new channels of trade, developing 
movements of traffic, going to the public for discussion of their traffic and 
development problems; in short, being the medium between the public and the 
railways in the solving of problems mutual to both interests. 

It is, therefore, my view that all angles must be carefully studied by the 
two companies before any reliable estimate can be made as to the economies 
in traffic expenses which might be realized under unification and we would 
have to know what factors were employed in reaching the conclusions stated 
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3 by the Canadian Gaene rather than on the basis of only theories as to the 


intimate problems of the other railway, and it is, therefore, my view that many 


assumptions must have been employed in the preparation of the figures as 


presented by the Canadian Pacific. 1 EL | 

In Exhibit 60, page 907 of the record, the Canadian Pacific proposal would 
involve the setting-up of four traffic regions. Without full knowledge as to 
the boundaries of the regions, the Canadian Pacific conclusions cannot be 
definitely analyzed. For example, if it is intended that the traffic questions 
of the Maritime Provinces are to be handled by a regional organization located 
outside of the Maritimes, that, in my opinion, is impracticable. The special 
conditions in that section call for a Iccal organization. 

I cannot conceive of the situation in the United States, as represented 
by the Grand Trunk Western in Michigan, Indiana, Illinois and Wisconsin, 
and as represented by the Central Vermont in the important New England 
territory being subject to direction from a regional headquarters located in 
Canada. Both of these situations are such as, in my opinion, would vitally 
affect our United States traffic if we undertake to eliminate such sections of 
the line from their present regional status. 

With regard to advertising expenses, the Canadian Pacific estimate shows 
that unification would result in a reduction in these expenses from $3,412,546 
to $1,870,861, a saving of $1,541,685. Actually since 1930 the Canadian 
National has reduced its advertising expenses by $1,295,000. The reduction 
in Canadian Pacific advertising expenses chargeable to rail operations is not 
known, and while their total rail and steamships figure is given for 1937, the 
portion allocated to the railway is not disclosed. 

@. Mr. Long, I notice our reporters had copies of these memoranda in 
advance. Might I ask in any future case that a copy might be supplied to 
me in advance?—A. I think that request should be addressed to Mr. Rand, 
Mr. Biggar. 

Q. Let me turn first to Exhibit No. 60 and the schedule on page 424. We 
have been given to understand that both railways maintain a great many traffic 
offices in Europe——A. That is correct. 

Q. And both of them maintain separate traffic offices at many Canadian 
points—A. Correct. 

Q@. There is not any doubt, is there, that considerable savings could be 
made if in the first place those offices were consolidated?—-A. I would think that 
some savings could be niade, but a pronouncement as to the amount of the 
savings could not be made without a complete study of the situation of both 
railways. 

@. And that you have not been able to undertake?—A. No. 

Q. Does a good deal of the work of those offices that now exist consist in 
trying to get business from the other railway?—A. To a certain extent, yes. 

@. To a considerable extent?—A. Yes. 

(). And all those activities could in the case of consolidation be entirely 
eliminated?—-A. No, sir, not all of those activities. 

Q. I say all of those activities that are directed to taking business away 
from the other railway?—A. Any part of the activities chargeable to taking 
business away from the Canadian Pacific versus the Canadian National, except 
in so far as our United States lines are concerned, might be taken away. The 
situation in the United States on the Grand Trunk Western is not comparable 
with that of the Canadian Pacific. The Grand Trunk Western participates in 
traffic connections that the Canadian Pacific has no interest in, traffic for 
example moving through the Toledo gateway to Pittsburgh and in Wisconsin. 
That is a very large volume of traffic with very high revenue which is not 


common to the Canadian Pacifie and the Canadian National. 
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- Q: I cannot follow what that has to do with the activity of these offices 
_ so far as they are concerned with taking away business from each other, the 
_ Canadian Pacific from the Canadian National, or vice versa.—A. It has no 
influence except that the Canadian National traffic expenses covering that 


situation are included in our traffic expenses. 


Q. I was confining my attention, and trying to confine yours, to that part 
of the activities of the present offices that were directed to taking away business 
from each other.—A. Those could be reduced. 

Q. Those could be eliminated?—A. As pertaining to that particular phase 
of the situation. 

Q. You will observe the Canadian Pacific suggested that of a total expense 
for the railways of approximately $3,500,000 for advertising, $1,500,000 could 
be eliminated. Would you agree with that?—-A. We have already, as I have 
stated, eliminated $1,250,000, I think it is. 

Q. We are talking on the basis of traffic in 1930—A. We estimate that 
on the level of 1930 business our advertising expense would not be increased 
by more than 30 per cent over our 1937 figures. 

@. Your present expense?—A. Yes, sir. 

@. And you don’t know about the Canadian Pacific?—A. No, I have no 
knowledge as to the Canadian Pacific, 

@. But if you were not advertising against the Canadian Pacific and the 
Canadian Pacific were not advertising against the Canadian National, there 
could be a considerable cut in advertising appropriations?—A. I am not prepared 
to say. 

Q. You are not able to say?—A. I am not able to say. 

Q. Whether there would be any?—A. I cannot answer that. I don’t know. 


By the Chairman (Right Hon. Mr. Graham): 
Q. You would still have to advertise against the competition of the United 
States roads?—A. Yes, sir. As a matter of fact, I understand that much of our 
advertising to-day is joint advertising with the Canadian Pacific. 


By Mr. Biggar: 


Q. Now, turning to the other matter that you dealt with, I think the only 
question I need ask you with regard to that is whether you are familiar with 
Mr. Fairweather’s estimate of savings, Exhibit No. 42?—A. I am not. 

Q. Would you look at page 486 and see whether I have correctly understood 
the effect of your evidence? I was going to ask you to direct your attention to 
the second group of savings on that page, and the first and second items under 
that second heading, and the figures in the “ normal” column, the second column. 
Am I right in understanding that what you have said with regard to foreign 
interline traffic in respect of the C.P.R.’s estimate would equally apply, to cause 


& substantially to disappear, the item of $4,000,000 in that connection in this 


estimate on page 486?—-A. Not knowing how Mr. Fairweather prepared his 
figures, I cannot say; but on the points made by the Canadian Pacific I would 
say that would disappear. 

Q. You see the point here. It says “ re-routing of foreign interline traffic to 
lengthen system haul.’’ Do you think there is any opportunity by consolidation 
of making savings by re-routing foreign interline traffic and so lengthening the 
system haul?—A. It is my view that there is not. No. 

; Q. Is that true also of the second item, readjustment of interline divisions, 
~ normal saving $3,000,000?—A.. Yes, sir. 

Q. And what about the re-routing of main line traffic, $1,800,000, under 

heading 4, the fifth item?—A. I would not be competent to deal with that as it 

is not a traffic matter. 

Q. Now, you will observe that on the next page, 487, there is under the 
traffic column a suggested saving of $6,950,000, of which traffic solicitation and 
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advertising represent almost the whole, or $6,800,000. Can you help the 


committee at all as to what you think the total saving might be in respect of 
that figure?—A. As I have said, I could not offer any evidence in that regard 
unless I was given an opportunity of jointly analysing the entire situation with 
the Canadian Pacific. 

Q. You would not express any opinion with regard to that figure?— 
A. No, sir. 

Q. Right. Mr. Flintoft calls my attention to the fact that the question of 
co-operative saving has already been dealt with at the bottom of page 863, 
and that the total amount is $13,000 a year. So that is not a very important 
element in a million and a half—aA. No, that would not be very important. 

The Cuarrman (Hon. Mr. Beaubien): Are there any more questions of 
this witness? . . . Thank you, sir. 


Mr. Biacar: The next witness is Mr. Vaughan. 


R. C. Vaucuan, Vice-President, Purchases and Stores Department, C.N.R., 
was called as a witness and took the stand. 


By Mr. Biggar: 

Q. Mr. Vaughan, you are the Vice-President in charge of purchasing for the 
Canadian National Railways, are you not?—A. Yes, in charge of purchases and 
stores, and lake steamships, ocean steamships, coal mines, etc. ‘ 

@. And there are certain items of the Canadian Pacific estimate to which 
you desire to direct the attention of the committee?—A. Yes, sir. I have two 
or three submissions in response to the exhibits. The first is ‘Interest on 
released stores and track material,” Exhibit 68, pages 942 and 948. 

This exhibit is intended to show that as a result of unification track material 
to the value of $18,000,000 would be released by the abandonment of 5,501 miles 
of railway lines and that material stores stocks of the two railways could be 
reduced by $16,000,000, in other words, material to the value of $34,000,000 
would be released and assuming interest to be at the rate of 5 per cent per 
annum, it is estimated that there would be a saving of $1,700,000 per year. 

- As regards material released from abandoned lines, the impracticability of 
the Canadian Pacific plan to abandon 5,051 miles has already been dealt with 
by Canadian National witnesses. Obviously if 5,051 miles of line are not 
abandoned, this saving cannot be realized. 

With respect to reduction in material stores, the Canadian Pacific Rail- 
ways’ statement shows the stock of materials and supplies of the combined rail- 
ways on hand at the end of 1930 as $67,533,967, and the estimated figure for 
the two railways under unification is given as $51,581,838. The position actually 


- is that, at the end of 1987, the stock of materials and supplies on hand by the two 


railways was as follows:— 


1930 1937 Reduction 

Canadian \Pacilio «si sve. Au. ee Ws $25,445,272 $17,786,856 $ 7,658,416 
Wanadian National... ).. 0. 2... 42,088,695: 29,494,390 12,594,305 
BNO AL T5ec Da) Leclie Rey Cana $67,533,967 $47,281,246 $20,252,721 


It will be seen, therefore, that the combined stock of the two railways at the 
end of 1937 was less by over $4,000,000 than the figure given by the Canadian 
Pacific as being necessary for the two lines under the proposed unification. 

I see no reason why improved traffic conditions should add materially to our 
present stocks. 

Q. That disposes of the particular subject?—A. That particular subject. 

Q. Then, can you tell me why if traffic conditions in 1937 required only some 
$47,000,000, traffic conditions in 1930 required $67,000,000?—A. It took us a 
number of years after the consolidation of the four different railways, all of 


(Mr. R. C. Vaughan.] 
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each year. The total value in 1923, at the time of the amalgamation, was 
- $53,000,000. ‘There has been a gradual decline by reason of improved methods, 
_ the various companies standardizing so that it is possible now to get along with 
~ much less stock than it was at that time. 

— Q. But the Canadian Pacific Railway has been in existence since about 


¢ 
* 1880 odd, and I observe that the reduction in its stocks between 1930 and 1937 
is, on a percentage basis, very little if at all different from the percentage 
reduction of the Canadian National Railways.—A. Yes, sir. 

, Q. The reason you give for the reduction of the Canadian National Railway 
_ stocks has no application to the Canadian Pacific?—A. Well, I have given no 
_ application to it, except that 1 have shown the reduction of both companies in 
_ that period. ea 

4 Q. But you explain a reduction of somewhere about 29 per cent on the 
_ Canadian National by saying that as a result of consolidation seven years before 
X you had too much in 1930 and have been getting it down to 1937.—A. Yes. 

a Q. Is that the only explanation?—A. The explanation is greater efficiency. 
_ Line stocks, road stocks and terminal stocks of the subsidiary companies have 
been consolidated—the Canadian National steamships, coal mining stocks— 
g Q. Does the first reason enter into it at all, because another set of reasons 
_ appears to have applied to the Canadian Pacific equally?—A. Quite right. I am 
- simply pointing out what has been accomplished. 

x Q. I was directing myself to the explanation—A. It takes a long time 
' to reduce the stocks. It cannot be done overnight. You have to keep stocks 
- of patterns— 

- ~— Q. It looks as though you were quite as efficient in 1930 as the C.P.R., and 
_ the improved efficiency between then and 1937 has brought about a reduction of 
’ both your stocks and the C.P.R. stocks in practically the same proportion — 
_ A. That is quite right. 


By Hon. Mr. Murdock: 


q Q. Isn’t the answer that necessity is the mother of invention?—A. It had 
- to be done. Both railways were asked by the Finance Department, I presume, 
_ to help them improve the working capital position. 


By Mr. Biggar: 

4 Q. And you think an increase in traffic would not increase stocks?—-A. No. 
’ The principal thing that would add extensively to our stocks would be if we 
_ went into the wholesale manufacture of materials in our shops. 


By Hon. Mr. Horsey: 

Q. Is there much chance in the future for a reduction from year to year?— 
A. I do not know how far it can go. 
— Q. But you do not think you have reached the bottom?—A. No, I don’t. 
The second submission is as to Exhibit 69, page 943. 
This exhibit shows the method adopted by the C.P.R. in arriving at the 
figure of $4,650,000, intended to represent the annual saving through unification 
by the release of equipment. The exhibit assumes that 5,051 miles of line will 
' be abandoned and that the reduction in train and car mileage, set out in 
“Exhibit “B’”—Page 417, Exhibit “C”—Page 418 and Exhibit “H” Pages 
422-426, will be accomplished. ; 
q In their evidence, several C.N.R. witnesses have dealt with the imprac- 
| ticability of abandoning 5,051 miles of railway lines in Canada. Mr. Walton 
~ in his evidence has dealt with the C.P.R. estimates of large savings in train 
~ and car mileage. If the 5,051 miles is not abandoned and the reduction in train 
and car miles is not accomplished, naturally the economy of $4,650,000 is 
- unrealizable. 
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Since 1930, a substantial reduction in number of units of eq prnet 


has taken place. The equipment in service in 1937, as compared with 1930); 


was as follows:— 
5 1930 1937 : ; 
(Asper (Asper Reduction 
Exhibit69 Annual Actual — asper 
Page 943) Report) Reduction Exhibit 69 


Li tives... vedo NilNs 3,095: 2,664 431 
oe C.P.R. 2,126 1,962 164 

Total riper mre w alk (acta: (Gua vepies Gorey Gate, Mate alts 5,221 4.626 595: 637 

Passenger train cars .. C.N.R 3,792 2.059 jh: 733 

C.P.R 3,170 3,025 145 

RE rteRl Mises eucheter Meats eee Ree ae Tae aan 6,962 6,084 878 1,037 
Freight train cars .. CNR 128,191 95,822 32,369 
Cee 91,407 - 81,175 10,232 

MCLE EAU RAI RRL Pea MU eM AT CT gt Ne eg 219,598 176,997 42,601 7,247 
Work ‘equipment: ...287 ). 0, WICUNGR. 8,272 6,068 2,204 
CPR. 6.321 5,786 535 

Gay Uc ROSE aaa ts | Fo) Tee Lak eon te, 14,593: 11,854 2,739 1,786 


It is obvious that the field Ae economy in this respect has been been very 
materially reduced and it is my opinion that any remaining economy would 
not attain anything like the amount indicated. In any case, it has already been 
demonstrated that such sane and realizable economies as are possible in con- 
nection with line abandonments and reduced services can be accomplished 
equally well under enforced co-operation as under unification. 


By Right Hon. Mr. Meighen: 

Q. Mr. Vaughan, there is a very striking contrast between the reductions 
of the Canadian Pacific and the Canadian National. Proportionate to size— 
you are larger in mileage and most things than they are—your reductions since 
1930 have been much larger than theirs?—A. Yes sir. 

Q. What kind of bust were you on in 1930?—A. It was found that there 
was a lot of equipment that could not be used and it was retired. 

Q. How did you come to get into that condition?—A. Well, Senator 
Meighen, it was an inheritance. 

Q. No, it was not an inheritance in 1930. You were a long way past an 
inheritance then and had added a lot of those things.—A. There was no other 
reason except that a lot of the equipment was not. suitable for use and had 
to be retired. 

Q. You had bought a lot of equipment all along the line?—A. We bought 


‘ some equipment, yes. 
Q. And your personnel and everything else was at an exalted level in that — 
year?—A. I do not think there would be any object in our denying the fact 


that our management to-day is much more economical than it was then. 


By Hon. Mr. Dandurand: 
Q. Many economies were made in 1932—A. Yes, sir. 


By Right Hon. Mr. Meighen: 


Q. I think that is true. But even then, we are getting most discouraging 
results. What have you to suggest? You are a man of some business 
experience.—A. There is no one realizes more than the officers of the Canadian 
National Railways the seriousness of this situation and the necessity of saving 
every dollar possible. We realize that this loss is a very important factor and 
we are doing everything humanly possible to alleviate it. There is one factor, 
I think, which the people of Canada have got to take into consideration—it 

[Mr. R. C. Vaughan.] 
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ea as it is, is ey as had as it is in the United States, iene ae fie oot 
much higher freight rates than we have and better operating conditions, 
 Q. Their comparative situation is much worse than ours, I realize that. 
—A. There are only two or three ways in which the situation can be improved. 
The important one is to increase revenue and to hammer away at the expenses 
till we get them down to the lowest possible level. 
Q. I know something of your experience. Now, you never knew two 
businesses in your life occupying the same field, in the same class of operation, 
_ serving the same public, that could not, without diminution of service, make 
immense savings by consolidation?—A. I think it is only reasonable to say 
that savings could be made by consolidation. 
-Q. And immense savings. You do not know any two businesses that ever 
existed in that position where savings could not be made,by consolidation?— 
_ A. I think the railway situation is a little different, Senator Meighen. You 
have a situation there that has to be taken into consideration, that is as to 
where unification is going to lead you. I do not think any of us here know 
what unification means. 
Q. Aside from the public aspects, from the business standpoint what I 
say is true? Without diminution of service, any two businesses occupying the 
same field, operating the same kind of service and serving the same people, can 
make immense savings by amalgamation? 


Hon. Mr. Roprnson: Not always. 

Right Hon. Mr. Mretacuun: I have never seen a case where they could not. 
Hon. Mr. DanpurRAND: But you say, “ occupying the same field.” That 
is true in part, but what proportion? 

Right Hon. Mr. MeicHen: The proportion is immense. 


: The Wrrness: Of course, you have exactly the same situation in con- 
nection with railways as in connection with banks and gasoline stations and 
_ many other things. You could close half of them up. 


By Right Hon. Mr. Meighen: 


Q. It may be that there is a price you would have to pay. In banking, 
of course, you can easily see where it would be. But aside from that, is it not 
utterly futile to reason to any person of intelligence that there would not be 
immense savings, with the same service given?—A. I certainly would not 
deny that the two companies coming together could make some economies. 
But I think that the expected economies would be very much exaggerated. 

Q. Perhaps so. Then, is it not still more true in the case of two companies 
_ whose goods consist of services, not of manufactured commodities, whose goods 
consist of services involving competing and parallel operations over a vast 
range of a continent? Would it not be more true in that case than in any 
other?—A. I would say to your question, “Yes,” but I would qualify that by 
' saying that I think you have got two vastly different situations. You have 
a publicly owned road and a privately owned road, and I can say that they 
-. will never mix, never. 

Q. They will never mix while one is private and the other is public?— 
_ A. Yes, you cannot fuse them together. Their outlooks are so entirely different. 
Q. That is while one continues privately owned and the other publicly 
owned. You say they cannot be fused without changing that phase?—A. I 
- don’t think they can be fused without absolute consolidation, financial and 
- every other way. 

a Q. That is worth arguing. But I think it is utterly futile for any person 
_ to come here and say that immense savings could not be made by amalgamation. 
- —A.I do not think that our people had that intention. They were asked to 


g Be these statements, and they have analyzed them and I think they have 
6025843 


1244 SPECIAL COMMITTEE 


analyzed them pretty well. I am not criticizing the Canadian Pacific either. © 
They were asked to do a job and they did it to the best of their ability, with 
the information at their disposal; and if we were asked to do it we would do the 
‘same thing. _ 

Q. But you had pretty much their view once and you have changed it 
all since?—A. No, I would not say that. I am not talking about public owner- 
ship or private ownership. I am saying that I cannot see how in any possible 
way you can fuse public ownership and private ownership without the Dominion 
of Canada assuming the obligations of the private company. I do not think 
it can be done; it is impossible. 

Q. That is something worth discussing. But I do not think the other 
is open to intelligent discussion——A. Well, you have always to have that back- 
ground behind it, I think. 


By Mr. Biggar: 

Q. Can you add something on the point of the reduction of these cars? 
I see the figure for the Canadian National in connection with locomotives 
is 16 per cent and, for the Canadian Pacific, 8 per cent. The figure in 
connection with passenger train cars seems to be 10 per cent and -4 per cent, and 
so on, running down the line——A. I would say that at that time the Canadian 
Pacific had more up-to-date equipment than the Canadian National had. We 
had a lot of wooden cars which had to be demolished, and very old locomotives 
which could not be operated economically, and they were scrapped for that 
reason. 

Q. There had been comparatively little difference, I think, in the main- 
tenance figures. In 1930 repairs to freight train cars cost the Canadian Pacific 
1-2 cents per train mile and the Canadian National 1-3 cents; and in 1937 the 
corresponding figures were -9 and 1:2. In other words, your freight train car 
repairs were costing you very much more in proportion to the Canadian Pacific 
in 1937 than they were in 1930—A. That was accounted for to some extent 
by the fact that we were equipping cars with modern air brakes and with cast 
steel side frames, to comply with the orders of the American Railway Associa- 
tion. We have a great many more cars equipped that way than the Canadian 
Pacific, as you have already been told. 

Q. Does something of the same nature apply to passenger train car repairs? 
Your maintenance costs for passenger train cars do not correspond to that. 
The figures for the two railways in 1930 were 3-2 and 3-5, and in 1937 they 
were 4:6 and 4-4.—A. It would mean that we were not repairing as many pas- 
senger cars or being required to put as many repairs on them. 
-  Q. You have another memorandum which I think you wanted to deal 
with?—A. Yes. It is with regard to Exhibit H. It is ag follows: 


EXHIBIT ‘H’ — PAGE 9 (e and h) 


Alleged savings in fuel purchases are as follows, (23 per cent said to be due 
to price) 


Pp SH EMBL in antec. ie pare ae te lec et Gaie oaks ah) ist og) Omee an 
PCS Ai ence coly Meets Outen teens tc D@h erry tue led Bag eO Re 
BY CAMA HALO or Caen t UREN nv UA CMB A OUt permittee A tier Po 409 356 
BONDS sears ei 40 ep de Gite Ape MM rer lam gh este ee 18), e's V4 ROSA OO OLE 


The savings in the price of fuel referred to are a very remote possibility. 
The average price paid by the Canadian National for locomotive fuel is 
certainly no higher than that paid by the Canadian Pacific. The coal mining 
companies in Canada and the United States, generally speaking, are to-day 
making little, if any, money; and many are losing money. 

[Mr. R. C. Vaughan.] 
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e We presume the inference is that, by forcing some mines to close down and 
___ giving larger tonnages to fewer mines, a lower price might be obtained. That 
-. is doubtful of accomplishment. With a good crop in Western Canada the 
Canadian National would need coal from all of its present suppliers. The 
so-called Crow’s Nest Pass mines serve the Canadian Pacific, while all the 
mines serving the Canadian National are in the North. To force the price 
lower, if that were possible, would compel some mines to close down, putting 
many men out of work and throwing entire communities on the Government 
for unemployment relief, and the coal from their mines would then not be 
available when required, possibly resulting in increased prices. 
The Canadian Pacific use comparatively little Nova Scotia coal so the 
situation would not be affected there by so-called unification. 
The price of coal used on Canadian National United States lines is 
governed by market conditions, and is purchased by the Canadian National 
on a highly competitive basis at the lowest price obtainable. 
Q. Does that cover the ground?—A. Yes. 
Q. I gather that you have no suggestion to make to the Committee on 
the subject of the way economies or savings can be effected and the burden 
reduced? 


Right Hon. Mr. Mricuen: May I ask a question before that? 


Q. Mr. Vaughan, you took the position that with the ownership basis we 
have, the Government owning one road and the other being privately owned, 
you did not have a condition that would make unification effective except 
on the basis of complete consolidation?—A. Yes. 

Q. That it would be an anomaly. What have you to say as to that very 
same basis and its effect on competition, on continuing on a competitive basis? 
Is not its anomalous effect on continuing on the competitive basis proving to 
be open to the same objections as you affirm would exist in the case of unifica- 
tion?—A. You mean, Senator Meighen, so far as continued losses are concerned? 
Q. Here you are complacently enduring the losses, or rather loading them 
on the taxpayer.—A. Not complacently, sir. 

Q. You would need to be very complacent or you would go to an asylum, 
the way they are going. That is the position you are in, whereas your competitor 
is in no such position. Is not the anomaly just the same in the present position 
as in the other?—A. I don’t know, Senator Meighen. I would say this, that 
after all there is no actual proposal for unification that has ever come before 
the officers here. We don’t know what it contains, what assets or habilities, 
contingent or indirect liabilities, are to be included in that consolidation. 


By Right Hon. Mr. Meighen: 

Q. You have to assume that would be worked out on some basis abso- 
lutely fair to the country. You could not expect the terms to be stated before 
somebody who had no authority to deal with them—A. But a man usually 
does not ask you to take him into partnership and not disclose what he has 
in mind, and then after you get together expect you to make some agreement 
with him. 

Q. Do you say you cannot conceive of terms which would be fair to the 
Dominion?—A. I suppose we want to be frank about this thing? 

Q. Yes.—A. I have the highest regard for the C.P.R. and all its officers, 
and I hope I shall not be taken as criticizing them. My view is this, whether 
it be the C.P.R. or somebody else, if we go into a scheme of unification of 
the railways, by the nature of things we might have to continue to do some 
of the things we are doing now, by helping some parts of the country, by 
giving a special rate here or a special rate there and_a special service here or 
there, and it is quite conceivable the way railroad conditions are going to-day 
that in the course of a short time there would not be enough to divide to _ 
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pay the Canadian Pacific debenture holders. Then what are they going to 
say? They are going to the Government, and they will say, “You have these 
railways scrambled, and you cannot unscramble them, and there is a moral 
obligation on the Dominion Government to pay the debenture holders.” 

Q. Are we not doing exactly the same thing to-day?—A. Except the 
C.P.R. are able to carry on. 

Q. So far they say, ‘“We will be able to carry on vastly better, and so 


will you too, if we make such savings as we can make between us.” Can you 


conceive of no terms of such unification which would be fair to the Dominion 
of Canada? Do you say it is impossible to make such terms?—A. I do 
not say it is impossible, but the Dominion of Canada would have to watch 
the agreement very carefully. 

Q. I admit that. You surely would have confidence in the Administra- 
tion to think they had men who could do it?—A. I have every confidence in it. 


The CHatrm4an (Right Hon. Mr. Graham): It might change. 


By Hon. Mr. Horsey: 

Q. You state under unification you think it would be necessary to have 
fusion of the railways?—-A. Yes. I don’t see how you could get along with- 
out some difficulties arising. 

Q. Do you think that would be necessary under compelled co-operation? 
+A. 1 -do not. 

Right Hon. Mr. Mrtcuen: Then you would not get very far. 


By Hon. Mr. Murdock: 

Q. Do you think compelled co-operation would lead automatically to 
amalgamation, because it would be claimed as confiscation?R—A. I don’t 
think that, Senator Murdock. I think it is a fair question to raise, but I 
don’t think so. We have now many different places on the system where we 
are using each others’ stations, joint terminals, etc., etc., I don’t see why a great 
deal of money cannot be saved. I don’t like enforced co-operation. You 
cannot have enforced co-operation. I would call it enforced economies. But 
apparently the C.P.R. don’t believe in co-operation. They believe in unifica- 
tion. You can see how difficult it is for the two parties to get together. 

Q. But if by compulsion you wanted the C.P.R. to do something with 
the Canadian National which the C.P.R. did not believe was properly accept- 
able to them, might not they then regard it at a later date as confiscation 
of some of their rights and property?—-A. They might regard it in that way. 

@. Under the law could they not hold that?—A. I don’t know. The 
Canadian National-Canadian Pacific Act provides for certain compulsion. 
I am not lawyer enough to know what the result would be if that Act were 
enforced. 

Q. I am not a lawyer either. 


By Hon. Mr. Dandurand: 


_ Q. The Canadian National-Canadian Pacific Act imposed compulsory 
arbitration on the two railways?—A. Yes. 
Q. It has not been put into effect?—A. That is right. | 
Q. But the question is, should it not have been put into effect in certain 
cases?—A. I think so. 

Q. I know we came to this point. On the parallel lines from Woodstock 
to Windsor the Canadian Pacific admitted there was a possibility of large 
savings, that it was a feasible thing for their trains to run on the Canadian 


# 


National double track there; but they broke away on a question of com- 


pensation, of obtaining elsewhere some compensatory advantage. Should 
not an arbitral board have sat upon such a question and decided what would 
[Mr. R. C. Vaughan.] 
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) ie best thing for the two railways an for the country?—A. I think g0, 


undoubtedly. If the railways have not enough common sense to co- operate 
Mg _ themselves, they should be made to co-operate. 


By Right Hon. Mr. Meighen: 
Q. You have not been able to do so. You all say you are in favour of 


it. Why has it not been done?—A. I think only two men can tell you why. it 


ay has not been done—Sir Edward Beatty and Mr. Hungerford. 


Fe Q. Sir Edward Beatty gave us some reasons. Mr. Hungerford did not 
give any. : 
By Hon. Mr. Robinson; 


Q. There has been a good deal of talk at times about the purchasing of 
supplies, and I should like to ventilate it. I have heard it said right here that 


- the Canadian National Railway System is paying too much for goods. Do you 


_ think that is so? Do you pay any more than the C.P.R. pay for their supplies?— 


aN Decidedly not. We do not pay a copper more than the C.P.R. for anything. 


Right Hon. Mr. Mrtcuen: I think if Mr. Vaughan has a free hand he 
will not pay too much. 


By Hon. Mr. Robinson: 


ce Q. Are you bothered with political interference?—A. Not in our depart- 


ment. We pay no attention to politics. We do business with thousands of 
people, but never yet have I asked a man his polities. 


_ Right Hon. Mr. MricHen: Maybe you knew. 


By Hon. Mr. Gordon: 
Q. Mr. Vaughan, don’t you believe that the C.P.R to-day is a solvent 


q -institution?—A Of course they are 


Q On the other hand, don’t you believe to-day that your company, the 
C.N.R., judged on the same basis as the C.P.R. is an insolvent company, if 
you remove the Government from the back of it?—-A. Of course, it has no 


money, but you have to treat, the Canadian National as a public service, the 


a same as you do your harbours, navigation aids, or anything else. The only 
other course is to shut off the services carried on for the public benefit in the 


. a 
pte ae 


north country, Gaspe line and many other services. If that service is not a 
_ public service the same as harbours or anything else, I don’t know what is. 


-Q. You think it is better, then, to go on as we are now losing millions of 


q dollars every year? How long do you think the country can stand it?-— 


A. I would say this, Senator, that every avenue should be explored for economies 
to reduce these railw ay deficits if that-can be done. I would also point out, 
though it is no comfort to the people in Canada, and I should like to say no 
one deplores the losses more than Canadian National officials, that the railway 
situation in the United States is many times worse than it is here. 

Q. Oh, no. 
Hon. Mr. Murpocx: Oh, yes. 


By Hon. Mr. Gordon: 

Q. Remove the Government from behind you, then our railways don’t 
~ compare?—A. You could not remove the Government. The Government has 
guaranteed millions of dollars of fixed charges. To the extent of anything 
y we can earn towards these fixed charges we are so much to the good. 


Hon. Mr. Horsry: We would have to pay them anyway. 


By Mr. Biggar: 
a Q. You were saying no one deplores the losses more than the officers of the 
Canadian National. How long would it take, do you think, the Canadian 
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National offices to prepare for this committee a suggestion of how those losses 
could be avoided?—A. I don’t think any man can prepare such a statement at 
all. I don‘t think it is possible. We can say if we get more people in the 
country, if supplies come down, if we get more trafiic—everything is traffic— 
the situation will materially improve. It is the business available that counts. 


By the Chairman (Hon. Mr. Beaubien) : 


Q. That is the only hope?—A. That, plus all the economies that could be 
brought into effect, and I think enforced economy is fair to both companies and 
should be tried. 


By Mr. Biggar: 

Q. That is exactly the answer made to the Duff Commission six years 
ago. Instead of traffic increasing from 1932 on, and so avoiding the difficulty, 
we have had the situation almost grow worse instead of getting substantially 
better—A. That Act was never given effect to, Colonel Biggar. 

Q. I mean your answer of increase of traffic is exactly the same answer as 
was made six years ago—A. But traffic has gone down constantly ever since. 
There has never been in history the equal of such a rapid traffic decline. 

Q. Why have we greater reason to hope your anticipations of increased 
traffic will be realized after 1938 than we had of the corresponding anticipations 
after 1982?—-A. Every one of us has reason to expect that we are not going to 
remain as we are and have to pay out these large sums for unemployment 
relief and everything else. It would be a pretty poor outlook for the country 
if we did not have a more optimistic view. 


Hon. Mr. Murpock: We have to remember, Mr. Biggar, that we have had 
severe years of drought in the West. 


Mr: Biacar: Yes. 


By Mr. Biggar: 


(. Let me direct your attention to page 486. There you will find under the 
heading “‘ Reduction in Store’s Costs ” an estimated saving, based on 1931 as a 
normal year, of $1,500,000. You do not think any of that saving could be made ~ 
by consolidation?—A. No, I do not think that at all. I am not foolish enough ~ 
to say that savings could not be made by consolidation of shops and everything 
of that kind. 

Q. This is a reduction in stores’ costs—A. That is the reason I made the 
statement. You have to have a big store-house if you have a big shop. You 
could not reduce your stocks materially so long as those shops and lines are 
operating. You have to have a protective stock of rails, ties and everything 
else wherever you have a line of railway or a shop. 

Q. Can you tell us how much by reduction of storage stocks could be 
saved?—-A. No, unless I knew what shops were to be closed and what lines 
abandoned. 

Q. The next item is ‘ Purchasing Policy,” $700,000. That is explained in 
the third paragraph on page 482. 


The possession of a virtual monopoly in railway transportation 
would practically eliminate the pressure placed upon the railways to give 
consideration to traffic features in placing orders. This is a very difficult 
feature to estimate and it is not felt that either the Canadian National or 
Canadian Pacific Railways have purchased disadvantageously by reason 
of traffic affiliation to any considerable extent. An absolutely un- 
trammelled purchasing policy would, however, probably result in some 
economies, especially when consideration is given to the fact that con- 


solidated purchases could be budgeted in favourable quantities to a 
[Mr. R. C. Vaughan. ] 
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greater degree than is now possible individually. The material purchases 
of the two railways in 19380 approximated $140,000,000 and it is anticipated 
that an economy of one-half of one per cent would be possible, resulting in 
~ $700,000 per year.— 


A. May I ask whose statement that was? 

Q. Mr. Fairweather’s——A. I know nothing about that statement. 

Q. No, I am not asking you about the statement. I am asking you about 
its correctness—A. There are some savings could be made by consolidating 
purchases. We could not save anything like the amount represented on the 
larger items. We would not likely buy rails and ties for less money. 

Q. Is that figure approximately correct?—-A. I would say it is too high, 

Q. You cannot say by how much?—A. There would be some saving, but 
not very great. 


By Right Hon. Mr. Meighen: 


Q. Mr. Vaughan, do you suggest, if you are permitted to continue as you 
have been doing making all the economies possible, you can think of nothing 
else? ‘ I observe that in the four months period of this year there was a reduction 
of $6,900,000 in traffic and at the same time your expenses went up $2,100,000, 
or a total to the bad of $9,000,000 in the four months. Is hope to continue 
externally under those conditions? As against that the reduction in traffic on 
the competing road of $2,600,000 was accompanied by an increase in expenses 
of only $700,000. That is to say, your loss of traffic was about three times, not 
quite, the loss of traffic on the other road; whereas your increase in expenses 
was three times theirs——A. The increased loss of traffic due to loss of traffic on 
our lines in Canada was approximately the same as that of the C.P.R. The big 
loss was on the United States lines. 

Q. I am assuming that you are not to blame for that; but look at the 
expense figures.—A. I think there is only one man from whom you can get an 
answer on that, and that is our President. 

Q. I do not think the man lives who can answer me.—A. Of course there 
have been a good many reasons why expenses have gone up. 

Q. It looks as though Canada was getting richer—A. There are a good 
many reasons why expenses have gone up, such as the restoration of wage 
reductions—increased cost of material, etc. 

Q. That would apply to the other road.—A. Absolutely. 

Q. Look at the difference. The contrast is terrific—A. Of course their 
present position is very different as compared with a year ago. 

Q. Oh, yes. 

Mr. Biacar: I have no further questions. 

The Witness: There are just one or two small submissions here that I 
should like to present. Senator Gordon raised a question. He rather intimated 
that the Canadian National might be run as a philanthropic institution. I should 
like to give a few figures to correct that impression. 

As was pointed out in one of the exhibits furnished by the Comptroller 
yesterday, between 1930 and 1937 the Canadian National reduced its operating 
expenses by $47,499,000. In the same period there was a decrease in revenue of 
~ $51,972,000. This shows a very remarkable achievement in cutting expenses to 
meet the decline in gross revenues. If allowance is made for the greater provision 
for equipment retirements and for additional pensions it will be found that the 
Canadian National in this period reduced its operating expense dollar for dollar 
with the decline in operating revenues. : 

It will also be seen from the same exhibit that the Canadian National 
reduced its passenger train miles by 7,640,000. The Canadian Pacific submission 
to the Duff Commission provided for a reduction of 7,574,000 passenger train 
miles. Again, the Canadian National in the period reduced passenger car miles 
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~ by 54,763,000, which compares with a saving of 51, 793 000 in the ‘Canadians 


Pacific submission. Again, the Canadian National reduced its freight car mileage 
in the period by 88 million car miles, as compared with 67 million in the 
- submission. 

"The figures given to the Duff Commission were for the combined railways. 


It will be seen that the Canadian National alone reduced train and car mileages | 


to a greater extent than was suggested would be possible under unified operation. 
Of course, I know the reductions do not proceed from the same causes, but these 
figures, in my opinion, are indicative of the efforts made by the Canadian 
National organization to meet the difficult situation brought about by the decline 
in gross revenues over which the railway had no control. 

I do not cite that in relation to unification, but I do say we followed in our 
expenses dollar for dollar the reduction in our revenue. 


By Hon. Mr. Gordon: 

Q. I know a good many of the Canadian National superintendents, and I 
know they are first-class men and know their business. At the same time I got 
the impression from what you said that you were afraid to hitch up with the 
C.P.R. because you thought, perhaps, they were not solvent—A. Oh, no. 

Q. I look upon the C.P.R. as being a very solvent institution, and upon 
yours as being insolvent.—A. Of course the C.P.R. has a great deal of outside 
revenue that we have not got. They did not earn their debenture interest from 
their railway revenue last year. They have got interests outside to draw 
revenue from. 

Q. One of the worst items you have is coastal vessels—A. The C.P.R. 


undoubtedly has done remarkably well. It has been well managed, and if you 


take their position as compared with the railways in the United States, they 


have done remarkably well; but they are suffering from conditions the same as 


_everybody else. 

(). I thought you had a chance to do something by unification, co-operation, 
or some darn thing.—A. Personally I am heartily in favour of anything that 
would be in the interests of the Dominion of Canada. But there are'two ways 
of looking at the matter. You cannot take the money from one pocket and put 
it into another. For example, if you close the shops and put probably 3,000 
men on relief, who do they go to? 


The CuarrMaAn (Right Hon. Mr. Graham): It is 6 o’clock. 


The Witness: There is one statement I should like to present which I think 
you gentlemen should have before you in realizing the position of the Canadian 
National Railways to-day. It is this: “Another matter which I think should 
not be overlooked is the fact that the Canadian National was called upon to 
assume the full burden of debt attaching to the predecessor companies, of which 
the system is now comprised. The railway has thus been called upon to pay 
annually for all the mistakes made by the former owners, for which arrangement 
there is no justification on earth. As indicative of the extent of this burden I 
may say that the fixed charges due the public immediately prior to consolidation 
were approximately $35, 000, ,000 per annum, whereas the earnings of the system, 
as reflected by the accounts, for the preceding five years, show that it could not 
earn its operating expenses, let alone make a contribution to this interest burden. 
In the five years 1918 to 1922 operating expenses exceeded operating revenue by 

49 million dollars, an average of nearly ten million dollars per annum. 


By Right Hon. Mr. Meighen: 


Q. I do not think that is a fair statement.—A. It is given to me as accurate. 
Q. Did you say the Canadian National Railways had to assume the res- 
-ponsibility for all the errors of its predecessors?—-A. There were lots of errors. 
-Q. You didn’t have to take that. Scores of millions of equity were wiped 
out, and the Grand Trunk had nothing but the debenture indebtedness, the 
[Mr. R. C, Vaughan.] 


} 


e, expenses. 
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debenture stock, on which it had always paid dividends. How can you say 

you got that under a handicap?—A. All I am saying, Senator Meighen, is that 

_ the revenues were exceeded by operating expenses to the extent, on an average, 
of $10,000,000 per year. 

ys They were, after you got them; a while after anyway, not at first.—A. 
That was prior to 1923. 

Q. You got them for the debenture indebtedness, on which they had always 
paid dividends, and you got the preferred stock and the common stock, into 
which scores of millions had gone, for nothing at all. You even got the Trans- 

-continental—I do not think it was a prize—for nothing, and you got the assist- 
ance of the Government.—A. I was pointing out that in those years there was 
a big operating deficit without taking into account the interest on fixed charges. 


By Mr. Biggar: 

Q. Even if you put it according to the statement on page 56, even if you 
take the charge of $35,000,000 a year in 1923, and hadn’t come up within 
15,000,000 of that except in 1925, 1926, 1927, 1928 and 1929. It may be that 
you were up to it in 1930. 

Hon. Mr. Ropinson: The $35,000,000 interest charge? 

Mr. Biccar: The interest charge went up according to that exhibit from 
$35,000,000 in 1923 to a gross of $56,000,000 in 1932, and from 1932 till now it 
has dropped to $50,000,000. But if you take the net income available before 
paying fixed charges, that came within 15,00,000 only for about six years 
together. I have not counted the exact years. 

The Witness: Of course we always earned something more than PD ae 
ing expenses before those years. 


By Mr. Biggar: 
Q. Except in 19381, 1932 and 1933, because I think the figures you quote of 
$49,000,000 — —A. ‘There was no year that we didn’t earn our operating 


Q. Oh, no; but you hadn’t an income before fixed charges for three years. 


_ I mean operating expenses in the sense in which you are using it is a technical 


term, because your net income before interest was below youl total revenues in 
1931 by 5:2 million, in 1934 by 4 million, and in 1933 by 3-5 million. That 
appears from page 58.—A. There were two years, 1926 and 1928 ied we earned 


_ all the fixed charges and the interest to the public. 


Now, I think it was Senator Haig who asked for some information as to 
what savings we could suggest that might be brought about by enforced 
economies. I have a statement here of some of the things that I think are worthy 


_ of consideration. Some of them have been considered, but nothing has been 
done. . 


Hon. Mr. DANDURAND: Perhaps we could have it at 8 o’clock. 
Hon. Mr. Hate: Hight-thirty, I would say. 


By the Chairman (Hon. Mr. Beaubien) : 
What is the total?—A. There is on total value given—just the projects— 


for the simple reason that conditions on both railways would have to be very 
_ carefully considered, and there would have to be an investigation by the co- 
_ operative committees of both companies. 


The committee adjourned until 8.15 p.m. 


{ 
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The Committee resumed at 8.15 p.m. 
Hon. Mr. Buack: Mr Chairman, while we are waiting for a quorum, I may 


say that this morning I asked Mr. Brown some questions with regard to the 


distances between Diamond Junction and Saint John, via the different routes, 
and Diamond Junction and Halifax, and he has sent me a letter containing 
these. I will just hand this in. 

Hon. Mr. McRarz: Is this Saint John versus Halifax? 

Hon. Mr. Buacx: No. I asked my question to follow up a question asked 
by Senator Sinclair. 


Hon. Mr. McRasz: I should like to know what the mileages are as given | 


there. 

Mr. Bicaar: This is a letter addressed to Senator Black from Mr. C. B. 
Brown, Chief Engineer, Operation Department, Canadian National Railways. 
It is dated to-day and reads as follows: 

Answering your question this morning with regard to various mileages be- 
tween Diamond Junction and Saint John, and between Diamond Junction and 
Halifax, I am pleased to give you the following information: Diamond Junction 
to Saint John, via MeGivney and 


Miles 

Fredericton.. .. hdd Ss 
Diamond anetioni to Saint John, via N. T. in We “Moncton 
Yard and I.C.R: to Saint ee ye eae 


Diamond Junction to Halifax, via I.C. R. through ‘Campbell- 
ton and Moncton... .. ae tS Yk) 
é Diamond Junction to Halifax, via oN. T. Re +o Moncton and 
PAO SRAM SEs isan Ha eet ee OED 


I trust this will give you the information desired. 


Hon. Mr. McRan: Taking the first figure you mentioned, against the 645, 
what is the difference? 


Mr. Biacar: 167 miles. 
Hon. Mr. Brack: I just want to say there are many conditions which enter 


into that situation, political and otherwise—I do not mean political in a partisan — 


sense—that have in the past prevented the railways from taking advantage of 
the shorter distance. 


Hon. Mr. McRar: You do not think it is the fog in Saint John harbour? 
Hon. Mr. Buacx: I do not think it is We fog in either Halifax or Saint 


John. 
R. C. VAuGHAN re-appeared as a witness and took the stand. 


By Mr. Biggar: 
Q. I understand that you have a list of possibilities for study under a policy 


of enforced co-operation?—A. Several of the senators here expressed the - 


opinion that some information ought to be given to them as to sonie of the 
subjects which might be referred to an arbitral tribunal or a body such as Mr. 
Hungerford suggested. 


ee CuairMAN (Hon. Mr. Beaubien): Will you speak a little louder 
please? ; 


The Witness: Some of the gentlemen here asked if we would furnish them 
with some idea as to the projects which might be referred to a body authorized 
to study economies. 


Hon. Mr. Hara: I plead guilty. 
[Mr. R. C. Vaughan.] 
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By Hon. Mr. Dandurand: 

_ Q. A body as suggested by Mr. Hungerford—A. Yes. I have a list of these 
vere. They have been gone over hurriedly, but they do suggest a number of 
items that we believe might receive very serious consideration by such a body. 
If it is the wish of the Committee— 


By Right Hon. Mr. Meighen: 


Q. I do not see what value it has, because we have had that list or other 
lists times without number. But this body which Mr. Hungerford recommended 
was not to have any power to enforce economies——A. He was referring more 
to this body that is constituted under the present Act. It is true that Mr. 
Hungerford did suggest a body that would initiate economies. 
. —-Q. He suggested a body which would compel the body that is already 
‘im existence, statutorily, to act,— a new commission to make an existing com- 
- mission act.—A. I think the reason for that is that it seems from past experi- 
ence that neither railroad wanted to take the stigma—if I may call it that— 
4 with the public and run the risk of losing any traffic by being the one to 
do this. 

H Q. They have the stigma of not doing it now—A. If you wish to say 
1 that. 

Va 

j 


i) 


By the Chawman (Hon. Mr. Beaubien): 
q Q. Surely the economies must be initiated by one or other of the rail- 
_. ways?—A. I agree with that. 
: Q. And that is going to be known?—A. Yes. 
Q. Do you not think they will get the stigma anyway?—A. I think they 


~ will. 

Q. Well, then, do you think that third party would help very much?— 
A. Well, I think the third party might help, but I think the machinery is 
there already to do the job. 

Hon. Mr. McRan: I think that Mr. Hungerford in his evidence, at one 
place at least, intimated—that this third man would study the unification pro- 
' .posals and insist on action where he thought it desirable. We went to some 
considerable discussion as to how the vote would be recorded, and he finally 
suggested, as you will remember, to give this man two votes. And then it 
was said that that would only make a tie. 

The Cuarrman (Hon. Mr. Beaubien): Yes, I remember that. 

Hon. Mr. Danpuranp: If you will wait one moment I will give you Mr. 
- Hungerford’s words. 

4 The CuHatrMAN (Right Hon. Mr. Graham): I did not understand them to 
be quite as they are stated now. 

j Hon. Mr. Danpuranp: Here are the words of Mr. Hungerford, as appear- 
ing at page 1053 of the record: 

I have previously referred to the unfavourable atmosphere under 
which co-operation has been attempted in the past five years. It may 
be that if this Senate inquiry could dispose finally of unification as an 
alternative to co-operation, that greater progress in achieving co-operative 
economies will be made in the future. 

Furthermore, from the experience gained in the past five years, I 
suggest that serious consideration be given to the setting up, for a period 
of years, of a public body to deal with co-operation. This body should, 
in my opinion, be made up of three people, one representing the Canadian 
National Railways, one representing the Canadian Pacific Railway, and 
a Chairman representing the public interest. 


ntl Se 
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Such a body need not be permanent, but might with profit be appointed — 


for a 5-year term. It should be charged with the exploration of the 
whole field of possible co-operative measures and the development of 
specific co-operative projects. It should be its. duty to endeavour to 
secure agreement of the two railways to all such proposals as are feasible, 
productive of economy, and in the public interest. 


4 / 
The reports of the body on specific projects should in all cases be 


made public at the time a majority decision is arrived at, because I feel 
an informed public opinion on specific co-operative projects would be 


very helpful to railway executives in considering co-operative measures. - 


In cases where public interest and economy indicate that a measure 
should be made effective, but in regard to which either railway company 
refuses to agree, compulsion should be invoked through the medium of the 
arbitral tribunal provided for in the present Act. I would suggest, 
however, that instead of leaving this 


And this is the crux of his argument. 
to the discretion of the railway companies, 


Which have not moved for the last five years—these are my own words. 


it should follow automatically after a reasonable stated time had elapsed 
from the date of the publication of the report. 


I remember that Mr. Fairweather in his statement to the executive said 


that a certain project could well call for an arbitral board. He felt that there 


was need for it, but they never went further than that suggestion of Mr. Fair- 
weather. Now Mr. Hungerford says if such an amendment were added to the 
Canadian National-Canadian Pacific Act, that Board would see that the sug- 
gested improvements tending to economies would come before the arbitral 


tribunal. 


The Wirness: Mr. Hungerford’s idea was that it would speed things up 
and compel action on a matter to be started, that the matter would automatically 


- go from this proposed board to the arbitral tribunal. 


By Right Hon. Mr. Meighen: 


: Q. Mr. Vaughan, do you seriously say you think that board could be of 
substantial value?—A. I think it could be of some value, Senator Meighen. As 
a matter of fact I have not studied that part of it carefully. I think Mr. 
Hungerford gave it very careful study, and his idea in saying that was that the 
work might be speeded up. 

Q. I do not know how it can appear to anyone but forlorn and futile. Here 


. 1s your board composed of a representative from the C.N.R. and from the C.P.R. 


and another, presumably, appointed by the Government. Any projected economic 
plan has to be studied by men of whom this man on the board is the head, and 
the C.P.R. men are in a similar position. So, so far, we are exactly where we 
were before, just exactly as we are now. Then you say the third man will be 
able to say, ‘‘ You people must go to the arbitral board.” Who is the third man? 
He is appointed by the Government. Why so? Because the C.P.R. is afraid 
‘to initiate a reference to the tribunal. At least we assume so. The C.N.R. is 
admittedly afraid to do so for fear of unpopularity. Your plan assumes the 
Government will be quite prepared to assume unpopularity —A. It is not exactly 
in that way. I think Mr. Hungerford’s idea was to create some machinery to 
hasten these economies. 

Q. Don’t you see it depends on the Government representative being 
presumably more ready to welcome unpopularity than the representative of 
either railway? 

[Mr. R. C. Vaughan.] 
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ee Hon. Mr. Horsey: I don’t think he made that statement exactly. What he 
said was that after a certain time, if the third man would not decide, automatic- 
ally the matter would go before the arbitral board. 

Right Hon. Mr. Mrtcuen: After they have studied it how long? 

Hon. Mr. Horsry: He did not fix the time. 

Right Hon. Mr. Metauun: You have either to fix the time or somebody has 
to say so. 

Hon. Mr. Danpuranp: I think it would be easy to fix the time. 

Hon. Mr. Corn: If the time is fixed after a certain period, there is an auto- 
matic reference to the arbitral board. 

Right Hon. Mr. MretaHen: You do not need an independent man. 
__. Hon. Mr, Hata: Here is the answer Mr. Hungerford made to my question, 
which is the question we are discussing. It will be found at page 1078 of the 
evidence :— 


By Hon. Mr. Haig: 

Q. What would happen in a case like this? Suppose a matter comes 
before the board and both railway men on the board are not in favour of 
it. What would happen then?—A. I would give the chairman two votes, 
or something of that nature. 

Q. Then there would be a tie. You would have to give him three. 
Would you give him power to override the other two? 


He did not answer. 


By Hon. Mr. Black: 
Q. As I understand your suggestion, you would give him power to 
override so far as that he could decide to call for a tribunal?—A. In the 
ordinary course he would decide with one man or the other. 


By Hon. Mr. Hag: 

Q. Senator Hugessen said that your position was not as Senator 
Meighen suggested. You told Senator Hugessen that the suggestion was 
that the Canadian Pacific would appoint one representative and the 
Canadian National one, and the Government one. Now, suppose a 
proposition for economy is suggested by the Chairman, say. And the 
Canadian National man on the committee says “ No,” and the Canadian 
Pacific man says “No.” Now, what would happen—A. That is a situa- 
tion I can hardly contemplate. 

Q. Well, following up what Senator Hugessen said, can you tell me 
what would happen then?—A. You would have to make some provision 
for that. 

By Hon. Mr. Horsey: 

Q. You said it would go automatically to the tribunal?—A. That 
; was my thought, that if there was any disagreement the matter would 
. go automatically before the tribunal. 

That is the answer to my question. 

Hon. Mr. DanpuRAND: We have been given a statement of those co-operative 
possibilities which should be studied, and which under a policy of enforced 
co-operation might be expected to produce substantial economy without serious 
' reduction in public services. That is the memorandum you have in hand?— 
» <A. Yes, sir. 

Mr. Bicear: That will be Exhibit 94. 
By the Chairman (Hon. Mr. Beaubien) : 


a Q. Is the total of the economies shown, Mr. Vaughan?—A. There is no 
value shown, Senator Beaubien. 


ee eT ee ee On ee 
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By Hon. Mr. Dandurand: 


Q. Would you read that document so we may hear it and question you on 


it if we so desire? 
By Hon. Mr. Beaubien: 
Q. Train miles mean $1 a mile?—A. There are other things all the way 
through it. 
By Hon. Mr. Horsey: 
Q. You did not total up what the savings would be in the aggregate? — 


A. No, sir. 
The following list is to be taken as representative but is not exhaustive:— 
1. Elimination of Duplicate Competitive Passenger Train Service: 


Estimated Reduction 
in Train Mileage 

ROroOn tO LbalmalbOn= Vi GSOR) nccalsteea sete uate Sieaise Gatien witarte gelato 565,678 
EO eOu bose LAMi OMI tee awe CL At. ty SEGRE Pte sanienta ara omen nie econ Wekte ce - 54,080 
TWEasss HACAUR ISRO oh bual ar okra a MOOe yc hase Asie ol Renan OMAN Whine pai ae 148,000 
1) GAAS LOT OI os heer: aie ae Bastion sca metas coho ome tits ee abeshe at feats fe dees 103,000 
St. Therese-St. Bustache .. Foacie tok) Sete eee Omee seeker a cass 8,000 
Regina-Saskatoon-Prince Adbott (eaeae WON ahs ude oe 214,000 
Winnipeg-Regina .... .. Me Se ASOT cd i Cte tleds CRCe ee 190,000 
Sascavoon- Ham Ontong see ce ecm emay Telit ieaya ew tes ete 230,368 
Reciaa Vey DUTT: ctstremie. oo <tiiu Ras ee escolN Acs gear he nner HAs tg 44.000 
Winnipeg-Port Arthur .. .. oma Ue Muses, ero eee R OR 18,000: 
Transcontinental, East of Winnipeg ind mania: epee ty sheila 892,181 

2,467,307 


By Mr. Biggar: 
Q. That is exactly the same list as we had discussed elaborately this 
afternoon?—A. Yes, practically the same. I have not the exhibit here. 
-Q. Your passenger manager told us that was all that could be saved under 
co-operation or unification?—A. Yes. 
In addition to the above there are possibilities of economy in connection 
ith: 
: Reduction in duplicate off-line and uptown soliciting offices; 
Joint advertising; 
Joint passenger traffic offices at off-line points in the United States. 
2. Line Abandonments: 
These can be pointed out on the map. 


Approximate 
Province Between Railway Mileage 
N.S. Middleton Jct.-Granville Centre.. .. C.N. 22 
Que. Ste. Therese-St. Hustache .. (Gala 6 
4 St. Canut-Cushing Jct. .. CN. 23 
Ont. ATNPLIOLVeRIVC WHA crloe lei ateen ele 6 C.N. ily 
& Payne (Renfrew)-Eganville.. .. . C.N. 22 
# Glen Tay-Whitby Rusti) es CaP. 58 
c Lindsay-Danoel. chk Mea eee (OM 2 7, 
sf Lindsay-Coldwater SEs LORIE tan OR ee Cre: 57 
re NVcodstoekaRanegolde iw 2 cen ed pie lee tele : @iBs e( 
sf Key Jct-Key Harbour .. . C.N. 6 
oi Lindwood-Listowel .. . C.P. 17 
re IB tla Wisin aay eee ee amare C.N. 135 
Man. Rugby Jct.-Morris .. .. (Gee 40 
es Rorbage-Deltar won See ia te C.N. 16 
ss Oakland-Cawdor .. .. .. C.N. 12 
mf Muir-Gladstone .. .. .. C.N. 12 
Hallboro-Beulah .. .. A cece RONG GEN? 55 
a MecGregor-Viareoe .. \lokemu eats eke lee (OE 56 
Hamiota-Miniota .. C.P. 20 
af Brandon Jct. Carberry « Jet. CANG 22 
re Louise-Deloraine .. . C.N. 56 
Sask. Wolseley-Reston .. .. .. OR 122 
oY Perdue-Wilkie .. .. Be are C.P. 59 
Alta. Bruderheim-S, Edmonton Hae (Opi By 34 
as Edmonton-Kerensky . N.A.LR. 45 
ff Carbondale-Morinville : ee N.A.R. 5 
Ke Warden-Alix ... GN. 9 
ot Red Deer Jct. Rocky Mountain | House “s C.N.&C.P. 65 
ae Langdon- Beiseker Fela CAN¢C C{B ees 
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By Mr. Biggar: 

Mr. Vaughan, for example, you have the first of those abandonments on 
that list as Middleton Junction versus Granville Centre—<A. Yes. 
a Q. Exhibit 56, which has been before the committee for a number of days, 
a and which was prepared and put in by Mr. Fairweather, shows as No. 1 that 
- Middleton Junction-Granville Centre line has been the subject not only of a 
report in favour of the abandonment, but there is an agreement completed in 
favour of it, and that application is being made to the Board of Railway Com- 
| missioners for permission to abandon the line. 
"i 


- Hon. Mr. DanpuraNnp: That explains why it is on this list. 
Mr. Bicear: It is all settled. 


The Witness: There are one or two items on this list which are practically 

settled, but have not actually been put into effect yet, but they were all listed 
here for that purpose. . 

: Hon. Mr. Danpuranp: There can be no row about it now that the two 

| parties are in agreement. 


The CuHarrMANn (Right Hon. Mr. Graham): Except the people. . 
Hon. Mr. Danpuranp: And the Railway Board. 


3 Running Rights to Effect Economy: 
(a) Running rights over the Central Vermont between St. Johns, Que., to 

_ White River Jct., Vt., to give the Canadian Pacific an opportunity to effect an 
economy in train operation in making connection with Boston & Maine at 
White River Jct. as a substitute for Wells River. 

(6) Running rights over the ‘Canadian National from Sherbrooke to allow 

' the Canadian Pacific to connect with the Maine Central and Boston & Maine in 
_ New England territory and effect an economy in operation as compared with 
- route to St. Johnsburg. 
(c) The co-operative use of the lines between Kamloops and Hope, B.C., 
- to enable the Canadian Pacific to reduce operating expenses by the use of the 
_more favourable grades on the Canadian National in freight service and to 
~ enable the Canadian National to use the Canadian Pacific track in Passenger 


4 (d) Canadian Pacific to have running rights over the Canadian National 
' line-from North Bay to Pembroke for freight service thereby avoiding the 
adverse grades on the Canadian Pacific lines. 

_ (e) Canadian Pacific to have running rights over the Canadian National 
- from Nipigon to Current Junction for freight service to avoid adverse grades 
on the Canadian Pacific and 1 in addition the possibility of abandonment of one 
_ of the lines. 

A (f) Running rights over the Canadian National from Twin City Jct., to 
- James for freight services to avoid the adverse grades westbound on the Cana- 
_ dian Pacific line. 

4. Handling of Freight Traffic by One Company on Behalf of the Other: 

' (a) The extension of the present co-operative arrangement for movement 
of grain between Edmonton and Kamloops and between Calgary and Kamloops 
' to cover all freight traffic and the extension of this to Vancouver instead of 
Kamloops. 

a (6) A similar arrangement with regard to outbound traffic teen the 
| Okanagan Valley to Vancouver and points on the prairie. 

i (c) On the prairies generally an exchange of loaded cars from branch lines 
| at the most conveniently located main line for haulage to and from Winnipeg. 

if (d) An arrangement between Winnipeg and the Head of the Lakes to 
» economise train mileage by filling out trains of one company with overflow traffic 
for the other. 
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(e) A ! similar arrangement between Winnipeg- Capreol- North Bay for a 


transcontinental freight traffic. 
5. Joint Yards, Stations and Terminals: 


(a) Vancouver: Joint use of terminal Pee aie of Canadian Snes ; 


Canadian Pacific and Harbour Commissioners trackage; 

(6) Edmonton Joint terminal, passenger and freight facilities; 

(c) Calgary: Joint passenger and freight facilities; 

(d) Saskatoon: Joint station facilities; 

(e) Brandon: Joint facilities; 

(f) Lake Head: Joint terminal; 

(g) Joint passenger and freight facilities in the larger centres, such as 
Winnipeg, Toronto, Montreal, and at other points, might be worthy of study 
when Capital funds for re- arrangement and improvement of existing facilities 
are available. 

6. Joint Enginehouses: 

At Ottawa, Ont., and London, Ont., and other points, in sage to the 
possibilities at the suggested joint terminals. 
7. Telegraphs: 

Consolidation of the Telegraphs if the difficulties in connection with the 
Montreal Telegraph Agreement can be satisfactorily adjusted or, failing that, 
co-operation by the elimination of duplicate offices and duplicate services as 
far as possible. 

8. Pacific Coast Steamships: 


(a) Co-operation in services, and particularly co-operation to avoid Faure ; 


capital expenditures. 

(b) Possible use by the Canadian Pacific Coast Steamships of Canadian 
National dry-dock at Prince Rupert. 
9. Joint Freight Services on the Great Lakes: 

Joint freight services on the Great Lakes connecting with Milwaukee and 
Chicago. 


It is impossible at this time to estimate the economies from these various 
projects but it would reach a substantial volume even at the present depressed 
level of traffic. With increase in traffic the economies would, generally speaking, 
tend to increase and the field for further economies would widen. In addition, 
when Capital funds became available for larger co-operative undertakings, the 
economies would also be increased. 


By the Chairman (Right Hon. Mr. Graham): 


@. Are those just recommended for study?—A. Just recommended for 
study. They are recommended as possible economies that might be considered 
and be put into effect by a body that might have the authority to enforce 
economies. 


By Hon. Mr. Dandurand: 
Q@. By co-operation?—A. By co-operation. 


By Mr. Biggar: 

Q. Have you compared that with this more elaborate document before the 
committee respecting subjects that have been dealt with by the Joint Co-opera- 
tive Committee?—A. No, I have not. I know Mr. Fairweather dealt very 
exhaustively with it but we were asked to put something into concrete form 
that might be useful. 

Q. Do you know whether anything that is on your present list is not on 
here?—A. I think there are some on here that are not on there. 

Q. You don’t know which?—A. I don’t know which offhand, 

[Mr. R, C. Vaughan.] 
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By Hon. Mr. Dondurind? 


Q. You were told that the statements of the Gansdien National Railways 
were mostly destructive, not constructive?—A. Yes, sir. 

_ Q. And in answer you bring these suggestions as being capable of applica- 
tion under co- operative ' agreement and in enforced or compulsory form?— 
A. Yes, sir, that is right. 


By Right Hon. Mr. Meighen: 


Q. Can you explain why they have not been touched so far?—A. I think, 
as I said before, Senator Meighen—we have had a co-operative committee; 
I was not on it—and I think that only two people can explain why more pro- 
gress was not made. 

Q. They did not male much of a fist of it. 


Hon. Mr. McRasg: There is a third man who could ‘explain, and that I 
suggest should come before this committee. It is Judge Fullerton. I do not 


_ think he would have any tenderness in the matter, 


Hon. Mr. Danpuranp: He said he saw clearly the unwillingness of the 
Canadian Pacific Railway to co-operate. 

Right Hon. Mr. Mricuen: I do not think there has been much willingness 
on either side. 

The CHatrMAN (Hon. Mr. Beaubien): Well, where are we now? 

Mr. Biccar: We will have Mr. Fairweather. 


S. W. FarRWEATHER was recalled as a witness, and took the stand. 


By Mr. Biggar: 

Q. Mr. Fairweather, like Mr. Armstrong, you do not need any introduction 
to the committee——A. No. 

Q. The committee has before it, Mr. Fairweather, a document prepared by 
you, apparently for Sir Henry Thornton, in the latter part of 1931. It runs 
from page 473 to page 524 of the Proceedings. It is Exhibit No. 42. There 
is a note on it that the report was completed on November 27, 1931, and sub- 
sequently revised. Can you tell us how that came to be prepared?—A. That 
report was prepared by me at the request of Sir Henry Thornton. 

Q. Do you remember when that request was made?—A. That request was 


taade in the summer of 1931. 


Q. Was there any prospect at that time of the appointment of the com- 
mission, or was that before the commission of inquiry was even spoken about?— 
A. Oh, no, that was subsequent to Sir Henry Thornton having made his 
announcement at the select standing committee in Ottawa. 

Q. And that announcement was followed on the Ist of December, 1931, I 
think, by the appointment of what we have been referring to as,the Duff Com- 
mission?—A. I don’t know that that needs my confirmation. 

Q. Is that your memory?—A. I don’t know when the commission was 
appointed. 

Q. We will make sure of the date. I thought that perhaps you would 
remember. 

The Order in Council is dated on the 20th of November, 1931, and the 
Commission proper on the same day. And to what extent were you engaged 
in the preparation of this report between the giving of the instructions and its 
completion?—A. Well, I was engaged on it for some considerable time, along 
with the other duties of the Bureau of Economics. 

Q. Did you have any assistance from the other officers of the Canadian 
National?—A. Only from my own staff. 

Is it a numerous staff—A. Well, I don’t know what you would call numerous. 


It is made up of a number of technical assistants and officers and clerks. 
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Q. Give us an idea—A. The total staff at present is somewhere in the _ 
neighbourhood of twenty. : Cn 
Q. Of whom how many would be technical?—A. Seven or eight. 

Q. And was it larger or smaller in 1931?—A. A little larger. 

Q. About how many then?—A. Oh, somewhere in the neighbourhood of, 
perhaps, thirty or thirty-five. 

Q. And how many of those would be technical?—A. I imagine about 
eight—ten, Il am told. | 

Q. Now, do you know when this was presented to Sir Henry?—A. It was 
presented to Sir Henry in this way: Sir Henry was naturally interested in 


the study, having initiated it, and from time to time he asked me with regard 


to it and discussed various phases of it. I could not fix the exact date on which 
the final report was in his hands, but it would be approximately, I would say, 
about the lst of December, probably. 


By Hon. Mr. Dandurand: 
Q. Does it bear date?—A. The report itself, I think, bears date of 
November 27. 


By Mr. Biggar: 

Q. Then contemporaneously, or about that time, you were engaged, were 
you not, in the preparation of a memorandum for him on the subject of co- 
operation, which was completed on November 30? 

Right Hon. Mr. MrtcHen: Was that completion in November 1931 or 
1932? 


Mr. Biadar: 1931. 


By Mr. Biggar: 

Q. And there was another one which you were engaged on, partially at 
least, on the subject of co-operation, which was completed about the same 
time?—A. Yes, sir. The explanation of that is this. As I said, I was in 
consultation with Sir Henry from time to time on the first report, and I informed 
him that the further I got into it the more I was convinced that the thing was 
an impracticality and that the economies were elusive; that the things that 
appeared on the railway accounts would be offset by disadvantages elsewhere 
in the country, and J could not bring it down to a point where I could recommend 
it. He therefore asked me to give consideration to what might be done in a 
practical way. 

Q. And that was the other memorandum?—A. That led to the other 
memorandum. 

~ Q. Which forms part of Exhibit 21, which is printed at page 300 and 
following pages. And I observe in that second one that you refer in the last 
half of the page to “The present economic crisis.”—A. What page is that, sir? 

Q. Page 301. And you say that there was consequently justification for 
examining the situation to see what could be accomplished, and that attention 
should be directed to ensuring the maximum of operating economy. 

Q. And then you go on:— 


On this score, consolidation of the Canadian National and Canadian 
Pacific Railways into one operating unit would, on the surface, appear 
to be the best way of accomplishing this, since at one stroke all forms of 
wasteful competition would be immediately eliminated. A preliminary 
study has been made of the full effect of consolidation, and it appears as 
if a saving of fifty millions of dollars per year might be accomplished. 
This is a large sum, but again it is well to view it in the perspective of 
the whole problem, ; 

[Mr. 8. W. Fairweather.] 
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Re Phen after referring in the next paragraph to the percentage that that 
_ bears to rail transportation, you go on, at the middle of that next paragraph, 
and say:— 


= 


It might well be asked whether for an economy of three per cent 
of Canada’s transport bill, it would be desirable to place the destiny 
of the railways in the hands of a monopoly with the attendant danger 
of inefficiency, lack of initiative, and ‘‘the public be damned” attitude, 
which would naturally follow, and when to this is added the danger of 
creating a large body of electors with a common interest, it is quite 
ee ee greater problems would be created than those which would 
e solved. 


That was a very strong and very good statement of the situation, I suppose?— 
A. It was the best I could make at the time. 

Q. We shall come back to that probably. But turning on to the other one 
that deals with the proposal, you pointed out the same kind of objections to 
it again, at page 473. In the second paragraph you refer to these times as 
being abnormal. Unfortunately we have go to come to regard them as almost 
normal, have we not?—A. You may, sir. 

Q. You do not?—A. I do not. 

Hon. Mr. Hata: You must be an optimist, then, Mr. Fairweather. 


By Mr. Biggar: 
Q. And then you go on in the third paragraph of page 473 as follows:— 


The economies which can be foreseen as a result of consolidation 
are undoubtedly large, proportionately larger perhaps in Canada than 
in most. other countries because time has not as yet justified the 
duplication of Canadian railway facilities by providing a compensating 
increase in population and traffic density. Much of the economy antici- 
_pated from consolidation can, however, only be effected by the resolute 
facing of a situation which requires sacrifices individually and collectively ; 
for the economy, if it is to reach large proportions, will involve drastic 
abandonments of line, reduction in quantity and quality of service, 
particularly passenger service, and a considerable disturbance of the 
railway labour and material market. Canada must also be prepared to 
accept the risk attendant upon monopoly,—the possibility of inadequate 
service, of inefficiency, of carelessness, and of political difficulties arising 
from the creation of a large group with a common interest. 


You put first the things that have to be faced, and at the head of that list 
you but “abandonments”; then, second, “reduction in quantity and quality of 
_. \ service, particularly passenger service”; and third, “a considerable disturbance 
of the railway labour and material market”; and fourth, “the risk attendant 
upon monopoly,—the possibility of inadequate service, of inefficiency, of careless- 
ness”; and then, lastly, “political difficulties arising from the creation of a 
large group with a common interest.” Would you now add any other objection 
to those five? 
Right Hon. Mr. MercHen: They seem enough, don’t they? 


The Wirness: The conclusion of the report— 
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By Mr. Biggar: 

Q. I am coming to the conclusion. Would you now add any other to those 
five that you put there?—A. I think that those qualifications, understood in 
the sense in which I put them in there, are as sound to-day as they were the day 
I put them in. 
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Q. But my question is, are there any others that now occur to you that — 
should be added to those five?—A. With regard to the qualifications? 

Q. The objections, yes—A. Other than the ones at the end of the report. 

Q. The end of the report is at pages 484 and 485. Perhaps we had better 
read the whole general paragraph which is the last except the ones that state 
the conclusions, at page 484: 


The analysis under the aforementioned head must not be taken as 
exhaustive, but rather as indicative. 


I imagine that that could only mean that the headings of possible economies are 
not taken as covering all the possible economies but only as indicative of the 
kind of economies in contemplation?—A. It means what it says, that it is 
not exhaustive, but indicative. I could not possibly sit down and make an 
estimate and say with a degree of certainty that a certain economy would result. 
All I could do was indicate that an economy might result. An exhaustive study 
of the thing might show that the economy was greater or it might show that 
it was less. 

Q. Then you go on— 

Right Hon. Mr. MreicHrn: Are you questioning him on his own evidence? 
What is the object of this? 


Mr. Biacar: I was coming to the next point. I think it is fair to put this, 
because everything he said here was subject to these general remarks, and I do 
not think it would be fair to put anything else to him until these general remarks 
have been called to the attention of the Committee. You say there—I am 
continuing to read that last paragraph on page 484— 


The actual working out of a program of consolidation would require 
the employment of the technical staffs of the railways for a. number of 
years before the opportunities would be exhausted. The conclusions 
arrived at are largely drawn from the experience gained in the consoli- 
dation of the properties of the Canadian National System, and in this 
connection it might be mentioned that the Canadian National problem 
was dealt with under the stimulus of competitive conditions; whether with 
this incentive lacking the economies mentioned herein could be effected, 
is to a certain degree questionable. The program is predicated upon a 
docile or practically helpless public, and an equally docile or helpless 
staff of employees. 


Now, that just really reiterated the fourth of your points as put at the beginning, 
the monopoly point, with regard to the disappearance of competition. Would 
you turn then to page 486? I am going to call your attention to these items. 
There are none of these five reasons against consolidation which apply to the 
first item, under No. 1, “ Directors’ Fees and Expenses,” are there?—A. No, I 
would not say so. 

@. And what about the second, ‘General Officers’ Pay and Expenses — 
$350,000 ”—A. Oh, yes because they flow out of the the general program, that 
is of very drastic changes that are comtemplated to be done. 

Q. But of your five heads— —A. Well, the whole thing— : 

Right Hon. Mr. MricHren: That cannot be done unless they are docile and 
helpless, I would assume. ; 


By the Chairman (Hon. Mr. Beaubien): 


- Q. Is that so?—A. The docility of the public that would permit the sort of 
things that I contemplated in this report. General Officers’ Pay and Expenses is 
all interwoven. 


[Mr. S. W. Fairweather. ] 
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By Mr. Biggar: - 

Q. But that would not affect the public?—A. The possibility of making 
these reductions is based upon the drastic rearrangement of everything having 
regard to the system, and therefore it is interwoven with this. 

Right Hon. Mr. Mutcuen: If that is so, your answer to the first question 
was not right. 

Mr. Bicear: No. 

The Witness: My answer to the first question, sir, may be right or wrong, 
but it is my answer to it. And with regard to the Directors’ Fees and Expenses, 
a matter of $50,000,—now, the directorates are, let us say, a very small matter, 
and would not necessarily be affected by those drastic changes, but the other 
items there would be all affected by the drastic changes and could not take place 
without the drastic changes, and that therefore means that the reservations 
apply to that. yk 


By Mr. Biggar: 

Q. Perhaps we had better go back to those five heads. The first one is 
“abandonments.” Now, abandonments of line would affect the public, would 
they not?—A. Oh, decidedly. 

Q. And that would be also true of No. 2, the reduction of service?—A. What 
page is that? 

Q. Page 473. Reduction of service would directly affect the public too, 
would it not?—A. Oh, decidedly. 

Q. But “ disturbance of the railway labour and material market,” that is 
a general disorganization merely of the business of the country, I suppose, is it 
not?—A. May I ask what page you are at? 

Q. Page 473. I am taking the general reasons that you put into your 
report.—A. And what is it you are asking me, sir? 

Q. What is the “ disturbance of the railway labour and material market ”’?— 
A. Well, it seems to be perfectly obvious. I cannot make it plainer. 

@. How would the disturbance come about? That is what I mean. 

Hon. Mr. Murpocxk: By cutting several hundred employees off from their 
jobs. 


Hon. Mr. DanpuRAND: But my friend Senator Murdock is not the witness. 
Hon. Mr. Murpocx: Surely it is obvious what the witness means. 


The CuairnMAan (Hon. Mr. Beaubien): Mr. Fairweather can answer for 
himself. 


By Mr. Biggar: 

Q. There is no doubt about that, is there?—A. There could be no doubt 
about it. 

Q. And as a matter of fact, the disturbance of the material market is only 
with regard to the purchase of stores, I suppose?—A. Everything the railway 
uses. 

Q. You mean that it would be a good reason against consolidation that the 
country would save money by having to buy less stores?—A. No; but that 
needs a little explanation. I did intimate to this Committee the trickiness of an 
engineering and operating estimate when you were dealing with a national 
problem, that the things which appear in an engineering and operating estimate 
as tangible economies, when you look at them from the national standpoint are 
not economies to the extent indicated in your engineering and operating 
estimate. For instance, everything we buy in this country is loaded with the 
administration of Government, and very properly so. Now, if you make an 
economy on some national plan and you cut off the use of materials, you cut 
off, in doing that, taxes, and those taxes have to be deducted from the apparent 
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economy if you are going to get the net national economy. Also located in it — 


are profits from which taxes can be paid. 

Hon. Mr. Hate: No, no, you are not right. 4 

The Wirness: At least, I am making my statement as I see it. And it is 
quite true that with regard to these things if you can envisage an expanding 
economy, so that the money which is saved will be turned back into productive 
use, you have an offsetting item. But when you attempt to do it under con- 
ditions under which that does not apply, then you have to be careful again. 
That is my opinion, and I hold it quite strongly, that the figures a man gets in 
dealing with a matter of national interest, figures which are obtained by pre- 
paring engineering and operating estimates, are not necessarily sound. That is 
something which has to be taken into account. 

Q. My question was, you do not suggest that the saving of money on stores 
by consolidation should be avoided by reason of the fact that it is better to 
have that money spent than not spent by the country in connection with the 
railway?—A. Mr. Biggar, I have made my position as clear as I can. You cut 
off so many thousand tons of coal consumption on the railway. You get an 
apparent economy in the railway books. Don’t mistake that figure for the 
national economy. It may be partly, but not entirely so. 

Hon. Mr. Hate: The history of the United States for the last four years 
proves conclusively that that statement is wrong. 

Hon. Mr. Murpock: That is a matter of opinion. 

Hon. Mr. Hara: Results in the States at the present time quite forcibly 
prove it. 

Hon. Mr. McRaz: What has that to do with national saving in taxes? 

The Cuarrman (Hon. Mr. Beaubien): JI think you had better let him 
proceed. 

Hon. Mr. McRaz: I do not think this is relevant to the question we are 
discussing. 

Hon. Mr. Hata: He has raised these objections. The other witnesses gave 
us evidence that from 1930 to 1937 they had made a large number of these re- 
ductions, which he said could be made at that time. Apparently these objec- 
tions he has raised were not effective because the reductions did actually take 
place. That is what is important to me. Public opinion did not rear up so 
much; it practically took the reductions without protest. 

Hon. Mr. Danpuranp: There is this situation I want to draw to the 
attention of the committee. Before the Duff Commission the Canadian Pacific 
said “5,053 miles can be abandoned.” They come before this committee and 
- still sav so. The Canadian National were asked to give their figures at the 
time. They come here now and do not repeat, like the Canadian Pacific, that 


the figure they gave of 2,400 miles still holds good. They say, “With our 


experience we think it could be so much.” So their position is very different 
from that of the C.P.R. The Canadian National representatives here say, 
“We have had our own experience, and this is now our view.” There will be 
an effort, and probably there is now, to try and have them maintain their 
position of 1931, 1932 and 1933, and say to them, “You said 2,400 miles at 
that time. Now, justify that figure.” ; 

- Hon. Mr. Haig: I am not suggesting that they justify anything. I am 
suggesting that Mr. Fairweather has raised five objections that you must 
remember when you are taking his estimate into consideration of $50,000,000. 
He was quite right in making any reservations he sees fit. But I want him 
to point out as he goes along what did happen. I am persuaded a good many 
millions were saved. I want to know why these objections of his did not take 


effect. For instance, material buying is away down; the Canadian National 
[Mr. S. W. Fairweather. ] 
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is not buying as much proportionately as it did in 1930 or 1931. Yet I have 
not heard anything of the public stampeding at all. 

Hon. Mr. McRag: I want to make my point clear, Mr. Chairman. I 
do not think this committee should concern itself about consequential loss 
to national revenue through economies. Let us take the economies here and 
cut out consequential loss, which always occurs whoever may economize. 

Hon. Mr. Murpocx: When did we quit representing the Canadian people? 

Hon. Mr. McRar: We are representing the Canadian people in trying 
to show what savings can be made. But we cannot go into that far-flung 
realm of national loss through taxes, any more than we could take into account 
loss through income tax. 


Hon. Mr. Horsry: Mr. Fairweather has ‘been asked to explain that matter. 

Hon. Mr. McRan: I don’t think the committee ought to go into a long 
discussion on consequential losses. We had better stick to our knitting. 

Hon. Mr. Haia: I don’t think he should state things in dispute which 
have nothing to do with railway economies. 

Hon. Mr. Horsry: He is giving an explanation of the interpretation of 
his own report. 

Hon. Mr. Hare: It speaks for itself. 

Hon. Mr. Horsny: But he has been asked to explain it. 

Hon. Mr. McRar: Did he deduct national losses in connection with his 
statement? I don’t think he did. If he did, all right. 


By Mr. Biggar: 

Q. We have a good many items here. The question is which of these 
objections apply to particular items. There are two objections, abandon- 
ments of line and reduction in quantity and quality of service. Those might 
directly affect the public that used the railway?—A. Wait a minute. 

Q. Cannot you answer that question for me? There are two of these five 
heads of objections that directly affect the public that uses the railway.— 
A. As a whole. 

Q. Directly? Give the adverb its weight. Abandonments directly affect 
some people who would use the railway if it was not abandoned—A. Directly 
affects them and indirectly a great many others. 

-Q. Directly affects is all I am asking you. I assume a reduction of 
service can directly affect people who use the railway.—A. Yes. 

Q. Now, cutting off employees has a tendancy, you say, to disturb 
the labour market?—A. Yes. ; 

Q. And reducing the expenditures for stores has a tendency to affect 
the material market?—A. Yes. 

Q. Then the other two, the lack of competition from the monopoly point 
and the political group, those are widespeard social effects that are of general 
character and would apply to any arrangement by which we had _ unifica- 
tion?—A. Decidedly. 

Q. But they do not affect any particular item more than any other; they 
apply to— —A. Everything. 

i Q. Let us assume those last two affect every item, and let us see which 
of the other three affect these items. Do any of the first three affect directors’ 
expenses and fees?—A. I have already answered. 

Q. They do not. And that is true, is it not, of general officers’ pay and 
expenses $350,000?—A. What page is that on again? — 

Q. At the top of page 486.—A. It is all intertwined. 

Q. It is quite easy. I ask you that neither of these is affected by any of 
_ the first three objections?—A. Neither of what? 

Q. Of the first two items—A. The two there? 
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- Q. How does abandonment affect the question of ing chore fees?— 
“A. I did not say it did. 
Q. That is what I asked you. ~ How does reduction of service affect 
directors’ fees?—A. I misunderstood you. 
Q. Those two items are not affected by any of the first three objections?— 
A. General officers’ pay and expenses? 
@. That is not going to affect the labour market?—A. No. 


By Hon. Mr. Murdock: 
Q. Is not the abandonment of lines going to affect them. 
Mr. Biaear: Not these particular figures. 
Hon. Mr. Mvurpocx: It would surely affect the number of officers. 
Mr. Biccar: That is in another item. 


By Mr. Biggar: 

Q. Clerks and attendants, $500,000. That item is touched only by the 
three last objections, disturbances of the labour market, monopoly, and political 
group. That particular item has nothing to do with abandonment or reduction 
of services—A. Perhaps I am misunderstanding the thing. The disturbance 
comes in through the drastic changes. 

Q. I say there is a disturbance of the labour market here; but the objection 
on the bases of abandonment of lines and reduction of service, has nothing to do 
with this particular item?—A. These would flow from the others. 

Q. It is a consequence of this item. It is. not involved in it. It is not a 
necessary consequence either? Surely I am right. Suppose you had no aban- 
donment and no reduction of service, you could still make this saving of $500,000 
in item 3?—A. Oh, no. Clerks and attendants, certainly not. 

Q. No?—A. No. 

Q. Are you sure?—A. Wait a minute. I may say this, and I think it is 
only fair to the committee, that this report I prepared in 1931, and I cannot 
now be expected to know every detail of it and to speak with certainty with 
regard to every detail. If I am to be cross-examined in regard to every detail 
of this I would have to go and familiarize myself again with every item. 

Q. There are lots of opportunities-—A. It may be quite true what you 
say, I don’t know. 

Q. You put it in the second paragraph on page 475. That perhaps you 
had better read, but you will see it has nothing to do with abandonment of 
lines and reduction of service——A. Well, I think it has. I see at page 475 I 
said, ‘“Having regard to this feature and to the expectation of a lessened total 
operating expense amounting to possibly $30,000,000 per year with consequent 
’ reduction in supervision, it is anticipated that the economies under this heading 
would amount to approximately $500,000.” That seems to me perfectly plain 
that it has relation. 

Q. It has some relation?—A. Yes. 

Q. Clerks and attendants in general overhead?—A. Why, certainly. 

Q. Your total reduction in service that we are coming to is $4,300,000, 
Which is one-twelfth of your total. So that on that basis that would take 
one-twelfth of the clerks and attendants?—A. I do not know, I could not 
say that. 

Q. What was in your mind about it?—A. You are asking me to say how 
Peat my estimate up. I am just telling you the estimate stands for itself as 
it is here. 

_ Q. Right. Office rent. That is not going to be affected by any of those 
objections, except the general one, the last two. 

Hon. Mr. Danpuranp: What does that office rent mean?—A. It certainly 
is not a very high item as I see it. 

[Mr. 8. W. Fairweather. ] 
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“By Mr. Biggar: 
Q. And that is true of office supplies, except so far as it affects the material 
market?—A. I want to say right here and now that I think it would be a 


very difficult thing to accomplish. It would be very problematical, because 


in most of that you practically say, “I am going to take certain people by the 
throat because I am in a dominant position.” Actually they may be in a position 
to resent that; they may be in a position to defend themselves. 

Q. Take the next item, rerouting of foreign interline traffic to lengthen 


system haul, $4,000,000 for a normal year. That is not open to any objection 


except that ‘of monopoly ‘and lack of competition, is it?—A. That is A and 
the possibility of doing it. You must understand what I was doing. I was 


sitting down trying to envisage to myself what I would do if I had a monopoly, 


and this is one of the things I thought I might try. I want to say right here 
and now that I think it would be a very difficult thing to accomplish. It would 
be very problematical, because in most of that you practically say, “ am going 


to take certain people by the throat because I am in a dominant position.” 


Actually they may be in a position to resent that; they may be in a position to 
defend themselves. 


By Hon. Mr. Dandurand: 
Q. They may be in a position to take you by the throat—A. Quite. It is 
very problematical. 


By Mr. Biggar: 


Q. I wish you would look at the paragraph on page 476 in which you deal 
with that, because I do not find anything that carries us as far as you now say. 
—A. What paragraph? 

Q: The second paragraph under ‘Readjustment of tariffs and traffic.” Per- 
haps we had better read it. 


The first item to be considered is the rerouting of foreign inter- 
change traffic to lengthen system haul. The Canadian Pacific and Cana- 
dian National Railways have in the past each favoured certain foreign 
lines; these foreign lines being chosen so as to yield the maximum traffic 

benefit. Thus, the Canadian Pacific Railway favours the Boston & 
Maine in Quebec frontier connections, and the Michigan Central at the 
Detroit gateway. The Canadian National possessing the Central Ver- 
mont and the Grand Trunk Western lines, manages to retain control of 
the traffic for a considerable distance into the United States. The Cana- 
‘dian Pacific also have United States affiliations in the territory west of 
Chicago. Exhibit 4 is a map showing the United States gateways of the 
two systems and the connecting roads. It is quite apparent from this 
exhibit that much could be done in case of consolidation in routing 
traffic so as to considerably lengthen the system haul. This is particularly 
true of traffic between central Canada and points in New England and 
central United States. Exhibit 4 in addition to showing the gateways, 
also shows the suggested re-routing of traffic. From a detailed knowledge 
of the traffic moving on the United States lines of the Canadian National, 
it is anticipated that consolidation would increase the freight revenues 
of the combined system by $5,400,000 with an offsetting increase of 411,- 
000,000 revenue ton miles, as shown in Exhibit 5. Paralleling the freight 
situation there is the competitive passenger situation. Exhibit 7 shows 
the passenger connections of each railway between important Canadian 
_ and United States points. Under consolidation it would be quite 
feasible to readjust this service to the benefit of the combined system 
resulting in estimated increase gross of $1,170,000 as shown in Exhibit 
6. These items of increased gross revenue would, of course, carry with 
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them increased operating expenses; these on a direct Pa 3 noeket basis 
are estimated to amount to $3,250,000 for both freight and passenger, 
leaving an increase in the system net of $3,320,000. 


—-which is the figure carried in on page 486 in the first column; and Exhibits 
5, 6 and 7 are on pages 489 and 490. The first of them gives full details of the 
money value of the ton miles that enter into that calculation, and the second, 
Exhibit 6 gives full details of the passenger miles, so that you get in the one 
$2,513,000—I think that is right—at all events, between the two of them you 
get $3, 320,000.—A. I should hope my estimate would hang together to that 
extent. 

Q. It does—A. It does? 

Q. As a matter of fact, I had difficulty with it twice over. It is right. 
Now, I do not find anything in that discussion, which is all there is in the report 
on the subject of the $3,320,000 or the $4,000,000 for a normal year.—A. Yes, 
but you must remember that this report was read by a railroad man, and rail- 
road men know perfectly well the qualifications that would go with such an 
estimate. It is feasible to attempt, and how much you would get is a matter 
of luck. 

Q. Then, let us go on to the next item “ Readjustment of interline divisions,” 
$3,000,000 for a normal year. Isn’t that in the same position?—A. Yes, except— 

Q. It is not affected by any of the objections except the perfectly general 
one, except monopoly and political groups——A. And it is even more problema- 
tical than the previous one as far as realities are concerned, because in these 
interline divisions it is all bargaining. 

Q. Does English mean something different to a railway man from what it 
means to an ordinary layman, because this is what I find you stating at the 
bottom of page 476: 


Allied to the re-routing of foreign interchange traffic is the question 
of readjustment of interline divisions. At present the division of any © 
freight rate between a foreign railway and either the Canadian National 
or the Canadian Pacific is a matter of negotiation between the parties 
and since most of this traffic is moving to or from competitive points in 
Canada, it is obvious that the basis of divisions is influenced by com- 
petition between the Canadian Pacific and the Canadian National. Under 
consolidated operation this competition would be eliminated. The volume 
of the traffic interchanged by the Canadian Pacific and Canadian National 
Railways with United States roads, other than their own subsidiaries, 
amounts to approximately $50,000,000 per year. It is anticipated that 
ultimately the basis of division could be readjusted to yield an increase 
of, approximately five per cent, which would amount to $2,500,000 per 
year. 


Do you want to tell me that that statement means to a railway man that you 
cannot do it and that the economy is not real?—-A. It means exactly what it 
says, that under monopoly it is something you try; that there is my estimate of 
what can be achieved. It means exactly that. The general reservation of 
- monopoly applies to it. 

Q. You see the words:— 


It is anticipated that ultimately the basis of division could be re- 
adjusted to yield an increase of approximately five per cent, which would 
amount to $2,500,000 per year. 


—A. Yes. What have I said any further than that? I said that if I had a 
monopoly in this country that is what I would try to do. 


[Mr. S. W. Fairweather. ] 


Kelly 
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Q. That is not what you say. You say you anticipate that you could 
make that—A. That is exactly what I am saying now. Under a monopoly [ 
would try to do that, and that is what I think might be done under monopoly 
_ Whether it could be done or not I don’t know. ; 
Bi - Hon. Mr. Morpocx: Mr. Biggar, do you recall a witness saying how 
- difficult it was to arrange a division of the revenues? He also told us how much 
: more difficult it might be, if there was a monopoly involved in the Canadian 
4 railway situation, to get a correct estimate of the dividends or revenues they 
A thought they were entitled to. 
- Hon. Mr. McRasz: We seem to be getting a new word, I thought it was 
“unification.” Now it is “monopoly.” 


4q Mr. Biccar: This is just called “consolidation.” 

i _ Hon. Mr. McRas: I think we should stick with “unification.” 

7 Mr. Bicear: I did not want to use a word that Mr. Fairweather did not 
» use. 

i By Mr. Biggar: 


 - Q. Now, the next item is the cancellation of agreements with carload con- 
4 solidating companies. That would not affect the public in any way?—A. Oh, 
yes, decidedly. 

Q. How would it affect the public?—A. It would mean that they would 
have to pay more money to get their freight moved, that is what. 

Q. And to what extent would they have to pay more money?—A. Well, at 
the present time if these carload consolidating companies collect L.C.L. freight 
and consolidate it into a carload and bill it on the railway at carload rates, for 
doing that they charge the shipper a fee which is somewhat above the carload 
rate but below the L.C.L. rate. All I am saying is that if I had a monopoly in 

_ this country I would cut out that practice and would not accept such freight. 


By the Chairman (Hon. Mr. Beaubien) : 
Q. You would cut out the intermediaries?—A. Yes, I would. 
Q. Do you think the public would complain? 
Hon. Mr. Harte: I do not think so. 
The Wirness: As a shipper I think I would complain. 


By the Chairman (Hon. Mr. Beaubien) : 
Q. You would charge the fair rate for a full car?—A. Here is a man 
_ shipping 500 pounds. Under monopoly I would say, “You have to ship that at 
the L.C.L. rate. I won’t allow the consolidating company to step in between 
me and you.” 


By Mr. Biggar: 
Q. Then, at the top of page 477: 
The eager competition. for freight between the two railways has led 
-to certain uneconomic practices with relation to the fostering of L.C.L. 
consolidation. 
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_ And you have described them. 


Under unified operation the competitive incentive to such practices 
would be removed with beneficial effect upon the net income estimated 
at $1,000,000. 


That is undoubtedly a mistake. It should be $100,000?—A. Oh, yes. 

Q. It is a mistake either in the original or the proof?—A. Yes, it is a 
mistake. But from the railway standpoint. There is a case where you do some- 
thing that was detrimental to the railway, but the benefits of that were passed 
on to individual shippers in lower rates. They got better service at lower rates. 
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Q. The next two items are debit items. They are deducted from the 


previous three. I do not understand why they are dealt with at rather greater 


length than some of the larger items, in two paragraphs at page 477, if these 
previous figures amounting to $7,000,000 in the second column were just hopes 
and not estimates. Why bother with a little matter of $550,000 if the $7,000,000 
was an inspiration?—A. The estimates tried to encompass the whole field. 
That is the only answer I can give you. 

Q. I think it was very competently done. That is the reason I call 
attention to it. 
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Now, let us go on to the next group. Those are all with regard to traffic — 


solicitation and advertising, and we have been told by some of the -other 
witnesses that a good deal of expense is incurred by each railway to get business 
from the other. You estimate a saving there of $6,800,000 by cutting out 
competition between the two ‘railways in advertising and seeking traffic?— 
A. Yes, sir. 

Q. That is not going to affect anything but the labour market.—A. Oh, 
that would affect the shippers to a marked extent. 

Q. Because?—A. You see, this whole thing is interlocked with monopoly, 
and under those conditions I would not give the shippers the service they are 
presently getting. If they wanted to know where their cars were en route I 
would not have the people to tell them, and they could take it in their stride. 

Q. There is nothing in the report that indicates all that. After dealing with 
supervision on page 477, you say:— 

; Under the heading of “Agencies” comes most of the detail expense 
of soliciting traffic. The combined expense for the two railways amounts 
to $8,200,000 per year. Drastic economies could be effected in this field. 


And then you go on to point out that because there still would be a highly 

competitive situation 
with other transportation agencies, erther U.S. railways, steamboat lines, 
or the highway, therefore traffic solicitation could not be completely 
elminated, and further, traffic agencies in addition to solicitations render 
an important service to the public, a service which the public is entitled 
to, but it is undoubtedly true that at present, much of the activity of 
the solicitation forces of the two railways is directed to direct competi- 
tion, and it is estimated that with the emphasis on service rather than 
solicitation, an economy of $3,000,000 per year could be effected. 


A. That is what I meant. 


Q. Then you did not propose to take away the service; you proposed to ° 


- emphasize the service and save competitive solicitation?—A. I was proposing 
to give them the service that they would get under a monopoly. They are 
getting more service to-day; I was taking that away from them. 

Right Hon. Mr. Msicuren: There is nothing to indicate that in your state- 
ment at all, Mr. Fairweather. English means English. There is not the slightest 
indication of that. . 


By Mr. Biggar: 
Q. The next item is with regard to advertising, $2,000,000. And what you 
say on that subject is at the bottom of page 477:— 


What has been said of agencies is even more true of advertising, 
which for purposes of this study will also include the cost of radio. 
The combined expense of the two railways amounts to $4,800,000. 
Advertising by Canadian railways in foreign countries is, of course, 
highly desirable as it influences both freight and passenger business. 
Moreover, a considerable portion of the advertising consists of necessary 

[Mr. S. W. Fairweather.] 
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~ service advertising with regard to train schedules, etc. It is anticipated 
. economies would amount to $2,000,000 per year. 

—A. Yes. 
Q. And that is out of a total of $4,800,000. Now, there is nothing there to 


indicate that it would do any harm to cut out this competitive advertising, 
is there?—A. No. 


4 

4 Hon. Mr. Murpocx: May I just read something here that to me implies 
4 

; 


yet 


only one thing? Yet I heard it stated a moment ago that it did not imply 
that. Near the bottom of page 477 it is stated:— 


eS it is undoubtedly true that at present, much of the activity of the 

solicitation forces of the two railways is directed to direct competition, 

: and it is estimated that with the emphasis on service rather than solicita- 
tion, an economy of $3,000,000 per year could be effected. 


What does that mean, if it does not mean— 


Right Hon. Mr. MretcHen: What it says. 


: Hon. Mr. Murpock: Yes, it means what it says, that a monopoly would 
permit the elimination of $3,000,000 solicitation service. 


q Right Hon. Mr. Mrtauen: But that is not the implication that is given. 
- Hon. Mr. Murpocx: That is the only understanding that I can get from 
; it. Of course, somebody who does not want to understand it, will not. 


Right Hon. Mr. Mricuen: There is no difficulty about understanding it. 

Hon. Mr. Murpocx: Not a bit, when anybody wants to understand it 
fairly. 

Hon. Mr. Hata: It meant that more service would be given. 

Hon. Mr. Murpocx: It meant that with a monopoly there would be no 


71 necessity of solicitation services, because the public would have to come to the 
ii: monopoly to get service, and $3,000,000 would be cut out. 
4 Right Hon. Mr. MricHen: It does not. 


Hon. Mr. Murpock: That is what the English in effect says. 


Right Hon. Mr. Mrtcuan: No; it says that the emphasis would be on 
; service.’ 


Hon. Mr. Murpockx: The emphasis on service by a monopoly. 


4 Right Hon. Mr. MeicHEen: Yes, the service is emphasized. 
Hon. Mr. Buack: The word “ monopoly ” is not there. . 
ag Hon. Mr. Murpocx: No, it is not there, and it would not have been discreet 


4 to put it there, surely. But that is what it implies, if it implies anything. 


The CHarrMAN (Hon. Mr. Beaubien): Do you not think we had better 
go on, gentlemen? 


4 By Mr. Biggar: 
: Q. I can take the next three items together: regional and district and 
division superintendence, which together amount to $950,000 in a normal year. 
That would not be touched by any of your objections, except the objection based 
on monopoly and political groups?—A. What page does that occur on? 

Q. That is dealt with on page 478A. It is item 4 you are looking at? 

Q. Yes. I was not troubling with the little items of $100,000 and $300,000; 
I was taking the big ones. These little ones are not going to. be affected by 
anything except monopoly and political groups? They are not going to affect 
the public generally?—A. No. 

Q. Now, go on to regional and district and division superintendence. They 
are affected only by your objections to monopoly and to political groups?— 
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A. No; the whole thing comes into the picture there. These grow out of the 
drastic rearrangment of the physical facilities. 

Q. At all events, that. is a purely internal rearrangement, is it not? You 
see, you have discussed that at some length on page 478, and you conclude, 
after a discussion of the situation, by saying:— 


It would be quite feasible to consolidate these 18 districts as at 
present into 9 districts in the consolidated company, with a resultant 
economy of $350,000. 


A little further up you have dealt with the division of regions, in the middle 
of the paragraph, where you say:— 

Under a consolidated condition it would appear possible to have 
but three main regions Eastern and Western in Canada, and all Lines in 
the United States. This would effect considerable economy which it is 
-estimated would amount to $200,000 per year. 


And then the third item, of $600,000, is dealt with in the next paragraph, where 
you say: 
The wide diversity in importance of these divisions is at once apparent 
The consolidation of the two systems would permit of increasing the 
mileage of many of the divisions without decreasing the accessibility to 
any considerable extent. It is proposed that the 74 divisions of the Cana- 
dian Pacific and Canadian National should be reorganized into 50 divi- 
sions. The economies resulting therefrom would amount to approximately 
$600,000. 


As a matter of fact, you have in Exhibit 9, pages 493 and following, an 
elaborate schedule concluding with a rearrangement of the divisions?— 
A. Oh, yes. 

Q. The summary of regions is at the top of page 500.—A. Well, just what 
was your question with regard to that? 

Q. My question was, that it was merely an internal rearrangement?—A. I 
do not know what you mean by “internal.” 

Q. I mean it would not affect the public in a direct way—A. My dear 
'man, that could not possibly be said. For instance, take Moncton. That is 
a regional headquarters. Now, if you abolish Moncton as a regional headquarters 
and say that does not affect anything, that it is merely internal to the railway, 
that is foreign to my reasoning. 

Q. Do you mean to say that Canada must continue indefinitely to main- 
tain regional headquarters at Moncton? 

Hon. Mr. Ropinson: Here, here. What are you trying to do, get rid of 
Moncton? 

The Wirness: My point, sir, was directed to this. That it is not an 
internal rearrangement. 

Hon. Mr. Buacx: I want to ask a question here, if it is pertinent. The 
old I.C.R. was a part of the Confederation pact, and no matter what you might 
do I do not see how you are going to eliminate that original agreement with 
regard to the old I.C.R. It seems to me that no matter what you may do 
towards unification and that sort of thing, there has got to be some headquarters 
for the I.C.R. 

Hon. Mr. Rosrnson: I think if you undertook to eliminate Moncton you 
would find it is more than an internal arrangement. 

The Cuamrman (Right Hon. Mr. Graham): There was a witness to-day 
who made a very strong comment. on that very same point, that you could not 
handle the traffic properly if you removed Moncton as a headquarters. 

[Mr. S. W. Fairweather. ] 
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Hon. Mr. Hate: Let us take Winnipeg, then, so as not to have a row about 

the Maritimes. 

ne - The Cuatrman (Right Hon. Mr. Graham): He made a very strong case 

- out of that, that for the traffic itself there would have to be a headquarters for 
- the origin of traffic in the Maritime Provinces. 

, Mr. Biccar: I do not want to carry this on a minute longer than is 

necessary, but we have been three weeks examining the only other estimate 
_ with regard to consolidation that has been made, and the objections to the one 

are just exactly the same as the objections to the other. 

The Cuairman (Right Hon. Mr. Graham): I was defending Moncton. 


Mr. Biaear: The objections with regard to abandonments and reduction 

of service and disturbance of the labour and material market and monopoly and 

political groups apply equally to both reports that are before the committee. 

q Hon. Mr. Rostnson: As I understand it, all these estimates, such as this 

one and the $75,000,000 one, mean just exactly that, that you have to destroy 

4 Sa aes Moncton. That is my understanding of it. And that suggestion is 
absurd. 


{ Hon. Mr. Horsry: I understand this witness says these savings can be 
made under monopoly but cannot be made otherwise. I think that is the 
essence of his statement, without going into details. 

1 

Mr. Biaear: Yes. 


{ Hon. Mr. Murpocx: Do you not think we should ascertain from this 
_ witness how much if anything has already— 
j ; The Cuairman (Hon. Mr. Beaubien): One at a time. 


The Witness: Senator, I can put that very plainly. I was distinctly 

instructed by Sir Henry Thornton to explore the economies that would take 

' place under a monopoly, and he asked me at the same time to condition myself 

' to that attitude of mind and let him have a report on it, with all the implica- 

* tions of it. Now, I did it. I told Sir Henry in the preparation of that report 

» it carried conviction to me that the thing was not practical. When I went 

before the Royal Commission, and they asked me if I had ever made a study 

_ of consolidation, I said, “Yes, and it did not carry conviction to me. I had made 

- it for Sir Henry Thornton.” They asked whether there was any objection 
- to having it exposed to them, and I said, “No.” 


By Right Hon. Mr. Meighen: 


m Q. Is that evidence on record?—A. No, sir. The reason for that is simple, 
but I am sure it can be confirmed by witnesses who were present and heard it. 
_ I said before I read it to them—and I did read it to them—that it was a report 
_ that had not carried conviction to me, that this thing was something which was 
not advantageous to Canada. 

a Q. What thing?—A. I am answering Senator Horsey’s question, and I should 
like to make it clear. 

 - Q. All right.—A. I read it to the Duff Commission, with running comments 
- on it such as you gentlement are hearing now, exposing to them the implications 
in the various things there that were put down as to what phases of monopoly 
- I was contemplating in this and that and the other thing, and also making 
_ perfectly plain what I meant by the reservations. Now, that is all I can say. 
- I have said the same thing before this committee. I prepared this report, 
_ Senator Horsey, in an honest attempt to condition myself to a monopolistic 
_ approach to the railway situation of Canada without any regard to anything 
else, without any regard to the service to the public, except that service to the 
_ public which I thought we would have to give, and not from the standpoint of 
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- docile or practically helpless public and an equally docile or helpless staff of 


_ not a danger of injuring the railways by interfering with their very valuable 
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the broader situation, but from the narrower standpoint of what the monopoly 
would envisage. 

Q. Are you through?—A. vie a minute and I will be through. Within 
that boundary it is the best estimate I could produce. I attached reservations 
to it and sent it in to Sir Henry Thornton. 

Q. Now are you through?—A. Yes, sir. 

Q. What I want to ask is this. Tf what you state is ‘correct, when you 
gave the Duff Commission this report in effect it was of no value at all, because 
it presumed things to exist which did not exist, namely a “helpless public and 
a docile labour situation”. How is it that those words which destroyed the 
evidence you put in do not appear in the Commission’s report?—-A. They do. 

- Q. Those words?—A. Yes, sir, they do, those exact words. 

Q. You told the Commission it depended on this, unless we had a helpless 
public and a docile labour situation we could not possibly do it; you told that 
to the Commission?—A., Yes. 

Q. And it is in the Commission’s report?—A. It is not in the report of the | 
Commission, it is in the Proceedings. 

Q. In the evidence?—A. In the evidence. I am sorry if I said it is in the 
report. 

# Q. Did the Commission publish this as part of their report?—A. No, no. 

Q. Or in their evidence?—A. You will find it filed in the Parliamentary 
Library. 

Q. I do not see that it was worth filing. A year’s time was given to some- 
thing that could not possibly be of the slightest value at all, because it depends — 
on two things that every human being knows do not exist. 1 

Mr. Bicear: It will be found at page 1037, where a report of the memo- 
randum that was made of the discussion before ‘the Royal Commission on this 
estimate is printed as Exhibit 76. It says: “Whether with this incentive—that 
is, the competitive incentive—lacking the economy referred to could be effected 
was to a certain degree questionable. The program was predicated upon a 


employees.” 


Right Hon. Mr. Mee It would be a helpful program, would a not? % 


By the Chairman (Right Hon. Mr. Graham): 


Q. Is it possible that in deciding what can be done we may interfere. with 
connections of both railways in a foreign country? Canadian companies are — 
allowed to operate lines—they are not Canadian lines in all respects—in the 
United States. We can make all the laws we like to protect us here, but is there 


connections in the United States if in certain directions we go too far? Can 
Wwe say, without an arrangement with the American railways, under the 
American laws as well as our own, what you can do with a line of connections? 
I have been worrying about that for a couple of weeks.—A. Senator, I will say — 
this, that I assisted im the preparation of a report on that very matter, and it 
is @ very serious and a very delicate matter. I think what you say, sir, has a 
very considerable bearing upon the practicability of anything of that nature. 
@. Where you are interwoven?—A. Oh, very decidedly. 
Q. If the United States or any State in the Union should pass an Act to © 
protect their own lines and keep the traffic on their lines all through the United © 
States instead of letting a very great portion of it run over Canadian lines in ~ 
Canada, is it possible you might be stirring up a hornets’ nest that would be. ; 
very expensive?—A, It is really a very delicate matter— 
Q. I know it is—A. -—and I hardly feel free to speak on it when it is — 
being taken down publicly. 
Q. I did not express any opinion on it. Don’t answer the question. 
[Mr. S. W. Fairweather.] ae 
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Be Hon. Mr. Hate: Mr. Chairman, I should like to ask Mr. Fairweather one 
— guestion. May I? 
The CuHatrmAn (Hon. Mr. Beaubien): Yes. Go on. 


. By Hon. Mr. Haig: 

; Q. Mr. Fairweather, I am still worried about the first four months of this 

_ year. I anticipate May will not be any better. I may be wrong, I hope I am. 
What are your suggestions to meet that desperate suggestion? I point out to 

_ you that your revenue has gone down in round figures $4,500,000, while your 
expenses have gone up $4,500,000 in the four months. The C.P.R.’s revenue 
has gone down I think $2,500,000 and their expenses have gone up about 
half. That is a desperate railway situation. What have you to suggest, first, 
as to how that situation can be met; secondly, why your expenses went up more 
in proportion than did the Canadian Pacific’s, whereas your revenue went down 
more than theirs did proportionately?—A. Well, sir, there are quite a number 

- of questions there, and they are very involved. 

Q. All right. I will put them individually. How do you propose to meet 
the drop in revenue on your road?—A. You will appreciate, sir, I am a staff 
officer, I am not an executive. I can say in a general way that, consistent with 
essential service, the thing to do with declining traffic is to curtail your expenses 
at every point possible. I have also in the broader aspect of the thing indicated 
there are sensible and sane economies that can be made by a policy of co- 
operation between the Canadian National and Canadian Pacific Railways. 
Those should be explored. They envisage a considerable opportunity for 
economy. 


By Hon. Mr. McRae: 
Q. You have been exploring them for five years?—A. Yes; but the em- 
phasis was on exploration. 


4 Eby Hon. Mr. Haig: 
2 Q. Go on now with my question about expenses having increased—A. With 
_ regard to the second matter which, I take it, is an explanation as to why our 
expenses do not show a reduction proportionately with those on the Canadian 
Pacific, if you refer to my evidence previously given before this committee, 
you will find I did explain the situation with regard to that, and I do not know 
that it is desirable I should repeat it. I did, sir, make an explanation why that 
~ occurred. The Canadian National did as a deliberate matter of policy. 
3 Q. That is in 1930?—A. No. That applied when the depression started— 
_ this new recession started in the fall of 1937. 
Q. Right—A. There was a condition facing the Canadian National Rail- 
_ way. That condition was met in a certain way. It was met with the deliberate 
i anticipation that it would make the results of the first three or four months 
of the year adverse under declining traffic, because it was deliberately done. 
_ There was work to be done, and that work was done in advance of requirements, 
_. and there was both a business and a general justification for it. The business 
justification was that the wage agreement would restore rates of pay, and if we 
postponed the work we would have to pay higher wages. Also there was the 
- general situation. Nobody can tell when you go into one of these depressions 
_ whether there is going to be a pick-up in the succeeding months or not. If it 
had been of a temporary nature—and the recession still may be only temporary, 
then the repairing of this equipment during the winter months in advance of 
requirements would have been turned to very excellent account, and was, I think, 
_ ‘sound business administration. 
| Q. April is about as bad—A. This plan extended through the wintzz 
~ months. 
| 60258—6} 
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By Right Hon. Mr. Meighen: 


Q. Up until when?—A. Sir, I really could not say ee exact ie pak I 
think it was on June 1 that certain adjustments in the shops were made; certain 
adjustments were made on April 1 and then on June 1. I cannot say as to 
that, but I do know what the broad policy was. 


By Hon. Mr. Haig: 
. Q. That is the same policy as you had in 1930?—A. Yes. 

Q. You had been taught a pretty severe lesson in 1930?—A. I don’t think it 
ultimately cost us anything so far as equipment repairs are concerned. 

Q. You have always a cushion to le back on. You make the public 
pay for it. If you were a private company you would have done what the 
C.P.R. did—A. I am not a private company neither am I the Canadian 
National. I was asked a question and I am giving what I happen to know 
to be the policy of the railroad. 

(). Anyway we have this second recession, as President Roosevelt calls 
it, or depression as most of us think it 1s. 

Hoon. Mr. Horsey: Wasn’t there a rise in wages on April TAA, That is 
exactly the point, sir. 


By Right Hon. Mr. Meighen: 

@. Was your work done by April 1?—A. I wouldn’t want to state definitely, 
sir, without refreshing my mind, but I think it continued through the fall of 1937 
and through to the end of March of 1938, and then a tapering off process began. 
But I would not want to speak with absolute definiteness. 

Q. Then we should have had a better month in April. Instead of that we 
got a worse. The Tpril figures are what astounded me most. At any rate, I 
hope we get something better for May. : 

Hon. Mr. Haia: We will get it on the 20th. It has got to be filed. 


By Hon. Mr. Haig: 
Q. And that is the explanation of the wages keeping up.—A. Not the 


wages, the expenses. It was the application of material and work done as a- 


deliberate policy. 


Hon. Mr. Hata: I understood you to say, Mr. Biggar, that the report for 


May must be in by the 20th of June. 
Mr. Biacar: I did not say so. They do not do that. 
Hon. Mr. Hata: I thought the Act required it. 


day. 
Mr. Biacar: The figures are published on the 27th 


Hon. Mr. Hate: I will tell you what you can give us. You can give us 
the income of both roads right up to date. . 


Mr. Biccar: I think that is true. 


Hon. Mr. Hata: I know it is true, because Mr. Neal gaid so. aN other > 
day, and the Ottawa Journal last Saturday published figures up to the 7th of — 


June. I saw them myself, the gross revenues. 


Mr. Biccar: We can get the information from the railway as far as there ; 


are figures available. 


Now, I do not want to carry this examination with regard to this ‘report. | 
any further than the committee thinks useful. The point to which I was — 


directing my questions—which may not be a useful one at all—was really this» 


that having regard to the character of the grounds on which the report said the — 
thing could not be worked, there was a distinction to be drawn between some- — 


[Mr. 8. W. Fairweather. ] 


Right Hon. Mr. Metcuen: It was the 20th that we were given the other | 
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$56,000,000. That is, quite apart from any direct effect upon the public by 
_reason of line abandonments or reduction of services or anything of that kind, 
_ this document shows you could get these economies of somewhere between thirty 
and forty-five million, and it was only open to the objection that it destroyed 
% eompetition and created a monopoly. Now, if the destruction of competition 
andthe creation of a monoply is an answer to any proposal for consolidation or 
unification, then we have been talking about it unnecessarily for six weeks. 
Right Hon. Mr. MeicuEen: We all know it is based on that. But your 
argument is that in the nature of things it 1s going to be subject to this sweeping 
remark at the end of the report, and therefore the report was just not academic. 
Mr. Biccar: No. There were a great many items which could be carried 
out quite apart from any direct effect on the public, and it was for that reason 
_. I was going through the items. 
Hon. Mr. Haie: I think you have gone far enough. You have shown 
- clearly that Sir Henry Thornton gave this statement to the public at the time 
through the press. 
7 _ Mr. Biccar: And the ony ground upon which he said it would not do was 
_ the ground of monopoly and the absence of competition. Sir Henry’s remarks 
on the subject are printed in the Proceedings at page 1038, where he said: — 


_ SS ae ae ee ae 
—_ ‘= 


, The solution sought— 
_ This is reported stenographically. 


The solution sought of the railway problem of Canada is obviously 
that which will result in a maximum of efficiency, that is to say, economy, 
and at the same time provide such transportation facilities as will permit 
communities in particular and the nation as a whole to progress without 
hindrance. 

In pursuit of this objective, the amalgamation of the two trans- 
continental companies, namely, the Canadian Pacific and the Canadian 
National, has been discussed. Like most remedies, it has advantages and 
disadvantages, and a sound conclusion can only be reached by striking 
a balance between the two, not overlooking the chances of practical 
achievement. 

Amalgamation under some unified form of administration will, in 
theory, produce the maximum of economies of which a material proportion 

_ will doubtless fructify. .It has been estimated that these economies would 
» yield a return of something like $60,000,000 per annum, increasing 
progressively from the first. year, and reaching the figure named perhaps 
at the expiration of a five-year period. Whether all of this sum can be 
salvaged by amalgamation is arguable, but whatever it may be it should 
not be ignored in the discussion, and it would represent after its full 
attainment a continuous and annual return. 


f 4 Then the next two paragraphs deal with the question of politics, and I have 
already read them at an earlier stage of the proceedings. Then he goes on, 
after the difficulty of politics:— 


This difficulty would of course be removed if the two railways were 
amalgamated under private ownership; but at once there is aroused in 
the minds of the citizens of our Dominion that fear which is quite 
justifiably displayed whenever a great and formidable monopoly appears 
—a fear which the activities of many monopolies in the past have 
justified. There will also be the criticism that with the removal of 
competition there is bound to be a deterioration in service and efficiency, 
irrespective of the desire and effort of the management to avoid such 
results. 
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In short, for a variety of reasons, of which two have been Soartened pg 
the amalgamation of the Canadian National and the Canadian Pacific 


would be definitely repugnant to the people of.the Dominion in my | 


judgment; and, apart from anything else, it becomes politically 

impracticable. 1 believe it must therefore be discarded as a solution. 
Perhaps some of you would like to ask me. some questions with 

respect to what I have said as to this suggested solution of the problem. 
Lord Ashfield: Personally I would rather wait for a fuller statement. 


Sir Henry Thornton: That is all I have to say at the moment 
on the subject of amalgamation. 


And he really did not return to it subsequently. 


By Hon. Mr. Gordon: 

Q. In regard to what you said some time ago in reference to the loading 
of cars, and what you would do under a monopoly, I fear you were forgetting 
that in Canada now we have the Board of Railway Commissioners, and that 
they would not permit you, even under a monopoly, to do what you suggest. 
That is what they are there for, isn’t. it?—A. Then we would not get the 
economies. 

Q. You would not?—A. Not if the Board would Abe permit me to do 
what I envisage. 

Q. That is your answer?—A. Yes. 

Right Hon. Mr. Mricuren: The point is, is it not, Mr. Biggar, that Sir 
Henry Thornton in the use of that second paragraph clearly gave the commission 
te understand that this estimate was based upon providing the Canadian 
people with the maximum of efficiency and service with the utmost economy, 
and at the same time providing such transportation facilities as would permit 
communities in particular and the nation as a whole to progress without 
hindrance. And while he said the public would have an aversion to monopoly, 
he did not intimate that it would have to be docile and helpless, and submit 
to inefficient service before this could be given effect to. 

Mr. Biccar: I think that is quite right. 

Hon. Mr. Murpvocx: Colonel Biggar has been for some time questioning 
this witness about a report which he tells us he prepared on the direction of 
Sir Henry Thornton for use before the Royal Commission in 1932. One of 
my colleagues here intimated a short time ago that there was no question 
of monopoly involved. Let us read the language on page 473. 


Hon. Mr. Hate: I never said that. 

Hon. Mr. Murpocx: I didn’t say you did. 

Some Hon. Senators: Oh, oh. 

Hon. Mr. McRasn: I didn’t say it either. 

Hon. Mr. Murpocx: I didn’t say you did. 

Some Hon. Senators: Oh, oh. 

Hon. Mr. Murpocx: It was Senator Black who mentioned the fact that— 
Hon. Mr. Buacx: Put it right. I said “monopoly” was not there. 


Hon. Mr. Murpocx: Then you will pardon me for reading what I am going 
to read. This was prepared by Mr. Fairweather for Sir Henry Thornton. ~ It 
is captioned, ' ‘Consolidation of Canadian Pacific Railway and Canadian National 
Railways,” and the third paragraph reads— 


Hon. Mr. Hate: Mr. Biggar read that. 


# 


[Mr. 8. W. Fairweather.] 
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Hon. Mr. Murpock: There is one sentence that was not read if my recol- 


lection is right, and I insist on the opportunity of reading it. 


The economies which can be foreseen as a result of consolidation are 
undoubtedly large—proportionately larger perhaps in Canada than in 
most other countries, because time has not as yet justified the duplication 
of Canadian railway facilities by providing a compensating increase in 
population and traffic density. Much of the economy anticipated from 
consolidation can, however, only be effected by the resolute facing of a 
situation which requires sacrifices individually and collectively; for the 
economy, if it is to reach large proportions, will involve drastic abandon- 
ments of line, reduction in quantity and quality of service, particularly 
passenger service, and a considerable disturbance of the railway labour 
and material market. 


Now, please note! Please note! 


Canada must also be prepared to accept the risk attendant upon 
monopoly—the possibility of imadequate service, of inefficiency, of care- 
lessness, and of political difficulties arising from the creation of a large 
group with a common interest. 


There is a distinct reference to monopoly, and amalgamation under another 
name—‘‘consolidation.”’ 


Hon. Mr. Buack: I read that several times. 


Hon. Mr. Murpocxk: That is why I could not understand why you said there 
was no question of monopoly. 


Hon. Mr. Buack: The word monopoly did not appear before the citation 
which you made. 


Hon. Mr. Danpuranp: Has Mr. Fairweather still something to say? 
The Witness: I have nothing to submit, sir. 
The CHarrman (Hon. Mr. Beaubien): Is that the evidence of the Canadian 


National? € 


- silence ial ae 


Hon. Mr. Hata: You don’t want to go on with any further examination of 
that report? All right. 

The CHarrman (Hon. Mr. Beaubien): Is there any more evidence on the 
part of the Canadian Nationale 

Mr. Biccar: That is all. 

The CHAIRMAN (Hon. Mr. Beaubien): You have the two labour unions? 

Mr. Biacar: Yes. And they will be here on Tuesday. 

Hon. Mr. Danpuranp: I should like to ask Mr. Fairweather a question 
before we separate. 

Q. Are you of opinion that the list has been submitted to us to-night, 
that list of possible economies under co-operation by the reduction in train 
mileage, by the abandonment of lines, and with regard to running rights, and in 
the handling of freight traffic by one company on behalf of the other, and by 


joint yards, stations and terminals, etec—are you of opinion that these matters 


have been explored by the Co-operative Committee?—A. The answer to that, 
Senator, is that quite a number of them have been. For instance, the passenger 
train services have nearly all been explored, but it was a condition where we 
could not get agreement that prevented these things going ahead. They were 
explored, and they were generally agreed to as being duplicate and competitive 
and desirable to be eliminated, but we could not come to an arrangement satis- 
factory to both parties. Now, with regard to the line abandonments, all of these 
have either been studied—-I think I am correct in this—all of these have either 
been studied or are in the course of study, and some have been agreed to. With 
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regard to the running rights that are referred to here, far of them have heen fe 


studied rather inadequately—that is between Pembroke and North Bay, and 
- between Kamloops and Hope—but I think they are worthy of additional study. 


With regard to the handling of freight traffic by one company on behalf of the. a 


other, hardly any of those items have been studied, except item A and in item 
A the suggestion is that it works so well with respect to grain that the Canadian 
National feels it should be broadened out to encompass all freight traffic and 
also that it should be extended to Vancouver instead of stopping at Kamloops, 
simply to increase the economy. With regard to the joint yards and terminals, 
the only one that has been studied to my knowledge is the Lakehead terminal; 
that has been studied inadequately also. The joint engine houses at Ottawa and 
London have both been studied, but nothing has emerged. With regard to tele- 
graphs, that has been studied up to a point where the Montreal Telegraphs 
matter was a block; and on the other side, co-operation has also been studied, 
but it requires no explanation. The Pacific Coast Steamships have been studied, 
‘but item B to my knowledge has not been studied. The joint freight services on 
the Great Lakes have not been studied. 


By the Chairman (Hon. Mr. Beaubien): 


Q. The economies that you have on that list have, I supppose, been covered 
_ by the $10,000,000 limit that you have placed on possible retrenchment in the 
future? They are all comprised in that, I suppose?—A. Yes. And with your 
permission, sir, I would like to say a word on that $10,000,000. 

@. Did you give an answer to my question?—A. Yes, sir. I said, Yes. 

@. Do I understand that these would go beyond the $10,000, 000 limit of 
ke eine ae No. 

Q. They would all be covered by the $10,000,000?—A. I would say so. 

Q. Now, will you continue with your answer?—A. I only have a word 
to say, sir. I tried to make it perfectly plain in my evidence that this 
$10,000,000 was given out as one of those figures that—well, it gives point to 
an idea, sir, but it could not possibly be considered as exhaustive. I said 
that that was the probable realisable economy under present depressed traffic 
- conditions, without incurring any large capital expenditure. I safd that that 
economy would increase as traffic increased and the opportunity was widened, 
as traffic increased, and that when capital funds became available there were 
certain other projects that could be made effective which would yield addi- 
tional economy. I only mention that, sir, because at various times I have 
heard the $10,000,000 quoted as being a top figure. It was not a top figure 
under all conditicns. It was my estimate of a top figure under depressed 
conditions of traffic. 


By Mr. Biggar: 


Q. But you are a little responsible yourself for the use of that expression 
“top figure,” because you said, at page 196, in answer to a question put to you 
by Senator Dandurand:— 


Under the supervision of the Railway Board,—I think that at 
the present basis of traffic they might be expected to reach a top! 
figure of not exceeding $10,000, 000 a year. 


A. And I am not qualifying that. I am not quarrelling with that, sir, but I 
simply want to make it perfectly plain that it was a top has under present 
depressed conditions of traffic. 


By the Chairman (Hon. Mr. Beaubien) : 


Q. If conditions do not improve we cannot expect more than $10,000,000 
retrenchment?—A. Not unless you undertake to do things that in my opinion 
are not in the public interest. 

[Mr. S. W. Fairweather.] 
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Ri? By Hon. Mr. Dandurand: 
-  Q. With regard to the list, which is given to be taken as representative 
but not exhaustive, referring to elimination of duplicate passenger train 
service, Toronto-Hamilton-Windsor, etc., containing 11 items of estimated 
reduction in train mileage, do I understand that these reductions would be 
- covered by pooling arrangements?—A. Yes, sir, certainly they could be, in 
my opinion. 
Hon. Mr. Rosinson: I notice that the staffs of both railroads are fairly 
* optimistic that there is going to be an improvement in railroad conditions in 
the future. My idea is that they should not be too optimistic. I have a 
feeling that conditions in this world are changing, and that the railways 
have to plan for the worst. 

The CHarrmMan (Hon. Mr. Beaubien): That is a warning to them. 

The CHatrman (Right Hon. Mr. Graham): You will never build up a 
country by pessimism. You have to have some faith in the country, or else 
get out of it. 

The CHatrman (Hon. Mr. Beaubien): Now, what witnesses remain to 
be heard? 

Mr. Biccar: There are two representatives of railway unions who desire 
to be heard and will be ready to attend on Wednesday. They wi!l occupy 
probably two hours or perhaps a little more. Then there is a_ possibility 
that there may be one or two quite short points on which some of the witnesses 
who have been heard on behalf of the Canadian Pacific Railway may desire 

to point out mistakes into which they think the Canadian National has 
fallen. I am told that the Canadian Pacific witnesses do not want to rediscuss 
these things at all; they are quite satisfied to let the evidence lie where it is, 
Pon the footing that we cannot discuss these technical things here. But 
; there may be one or two points they may wish to take up. 

Hon. Mr. Hoxrsny: About how long would they be? 

Mr. Bieacar: Probably half an hour. 

h Hon. Mr. Buacx: I move that we adjourn, to meet again to hear the 
labour representatives. 
The Cuarrman (Hon. Mr. Beaubien): What about communications? 
And requests from people who want to be heard? Do you not think we ought 
_ to submit those to the Committee, Mr. Biggar? 

Mr. Biecar: IT will do that on Tuesday. I was going to suggest that it 
would not be worth while to have Sir Edward Beatty here on Tuesday, that 
we might use up whatever spare time we had left on Tuesday with these com- 
munications, and so on, and say Wednesday morning for Sir Edward Beatty. 

~ Hon. Mr. Ropinson: Do you think we can finish on Wednesday? 

Mr. Bicear: I think on Wednesday morning. 

The CHatrman (Hon. Mr. Beaubien): Gentlemen, is it agreed that we 
should meet in this Committee, on Tuesday at 11 a.m.? 

Some Hon. Senators: Carried. 


The Committee adjourned at 10.45 p.m. until Tuesday, June 21, 1938, 
pat, klaan: 
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EXHIBIT No 94 


List oF Co-opErATIVE PossisiLitigs WHICH SHOULD BE STURIED AND WHICH, 
Unver a Pourcy or Enrorcep Co-operation, Micur BE EXPECTED TO 
Propuck SussrantTiaL Economizs WirHout Serious REDUCTION IN 


PUBLIC SERVICES. 


Submitted by R. C. Vaughan 


The following list is to be taken as representative but is not exhaustive:— 
1. Elimination of Duplicate Competitive Passenger Train Service— 


Estimated Reduction 
in Train Mileage 

Toronto-Hamilton-Windsor ., 0. 26 2 ee ee ee ee oe oe te ve 565,678 
MOTO FOC AUT LON er hole Nake. ta to tor inte earerreeer Mr cuecee ney Wiehe leben 54,080: 
Per eal useage eee Sl RR Late es IN, Sata 148,000 
Obtawastembroker Uy ie anes Gee! sited ap yritbhe smite tale siensts (ie e 103,000 
St. Therese-St. Eustache .. st TREN Buh racliceae eames aba, oi Re oot 8,000 
Regina-Saskatoon-Prince Alan ic ak oo eee eee Boe 214,000 
Winnipeg-Regina .. .. .. Ne Sao bees cats Paladin he yh a 190,000 
Sasicatoon-Hamomtoniey sc cee ct ice eau oc font cable aniedielcr yore 230,368 
eo a=WCVIDULIN Remi dattmiie. fal s eters ulate eereiw ape tne te coterie 44,000 
Winnipeg-Port Arthur .. Gh SMe acorn pet ee eas 18,000 
Transcontinental, Hast of Winnipeg SAD ie Ria eT ee ea 892,181 

2,467,307 


In addition to the above there are possibilities of economy in connection 
with:— 

Reduction in duplicate off-line and uptown soliciting offices. 

Joint advertising. 

Joint passenger traffic offices at off-line points in the United States. 


2. Line Abandonments— 


Approx. 
Province Between Railway Mileage 

NS. Middietony Jet:--Granville @entre.c eo... a voces C.N. 2? 
Que. Stew Nherese- ot lustaghely-a cic-ei ass ue eee eens Cir: 6 
£ St. Canut-Cushing Jct. : C.N. D3 
Ont. Arnprior-Renfrew. . C.N. 17 
a Payne ecto -Eganville. . WEN. 22 
a Glen Tay-Whitby. CP: 58 
# Lindsay-Danceel.. CURs 17 
ue Lindsay-Coldwater. . (Ges, Sof 
8 Woodstock-Ringold.. .. .. .. .. GAy: 58 
My Key Jct.-Key Harbour.. .. O.N. 6 
i Linwood-Listowel. rah CP: 17 
ce Bala-Wanup.. .. C.N. 135 
Man. Rugby Jet. -Morris. CPs 40 
ot Portage-Delta. C.N. 16 
* Oakland-Cawdor. Gung wy 

x Muir-Gladstone. C.N. 12 
i Hallboro- Beulah. . C.N. 55 
si McGregor-Varcoe. C.P; 56 

i Hamiota-Miniota.. .. GaR2 20 

= Brandon Jct.- Carberry J Jet. C.N. ps 
= Louise-Deloraine. E.Ni 56 
Sask. Wolseley-Reston. . CP. 192 
gs Perdue-Wilkie.. .. (Gale 59 
Alta. Bruderheim-S. Edmonton. . CE. 34 
- Edmonton-Kerensky.. .. N.A.R 45 

x Carbondale-Morinville. N.A.R 5 

. fi Warden-Alix.. .. Ae Weer heels C.N. 9 
o Red Deer Jct. -Rocky Mtn. Hse. or CN. & C.P. 65 
< Langdon-Beiseker.. .. ; CN. & C.P. 33 
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8. Running Rights to Effect Economy— 

(a) Running rights over the Central Vermont between St. Johns, Que., 
and White River Junction, Vermont, to give the Canadian Pacific an oppor- 
tunity to effect an economy in train operation in making connection with 
Boston & Maine at White River Junction as a substitute for Wells River. 

(6) Running rights over the Canadian National from Sherbrooke to allow 
the Canadian Pacific to connect with the Maine Central and Boston & Maine 
in New England territory and effect an economy in operation as compared with 

' route to St. Johnsburg. 

(c) The co-operative use of the lines between Kamloops and Hope, B.C., 
to enable the Canadian Pacific to reduce operating expenses by the use of the 
more favourable grades on the Canadian National in freight service and to 
enable the Canadian National to use the Canadian Pacific track in passenger 
service. 

(d) Canadian, Pacific to have running rights over the Canadian National 
line from North Bay to Pembroke for freight service thereby avoiding the 
adverse grades on the Canadian Pacific lines. 

(e) Canadian Pacific to have running rights over the Canadian National 
from Nipigon to Current Junction for freight service to avoid adverse grades 
on the Canadian Pacific and in addition the possibility of abandonment of one 
of the lines. 

(f) Running rights over the Canadian National from Twin City Junction 
to James for freight services to avoid the adverse grades westbound on the 
Canadian Pacific line. 
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4. Handling of Freight Traffic by one Company on Behalf of the Other— 


(a) The extension of the present co-operative arrangement for movement 

of grain between Edmonton and Kamloops and between Calgary and Kamloops 
_ to cover all freight traffic and the extension of this to Vancouver instead of 

Kamloops. 

(6) A similar arrangement with regard to outbound traffic from the 
Okanagan Valley to Vancouver and points on the prairie. 

(c) On the prairies generally an exchange of loaded cars from branch lines 
at the most conveniently located main line for haulage to and from Winnipeg. 

(d) An arrangement between Winnipeg and the Head of the Lakes to 
economize train mileage by filling out trains of one company with overflow traffic 
for the other. . 

(e) A similar arrangement between Winnipeg-Capreol-North Bay for trans- 
continental freight traffic. 


5. Joint Yards, Stations and Terminals— 

7 (a) Vancouver: Joint use of terminal consisting of Canadian National, 
} Canadian Pacific and Harbour Commissioners trackage. 

4 (6) Edmonton: Joint terminal, passenger and freight facilities. 

4 (c) Calgary: Joint passenger and freight facilities. 

(d) Saskatoon: Joint station facilities. 

-* (e) Brandon: Joint facilities. 

: (f) Lake Head: Joint terminal. 

. (g) Joint passenger and freight facilities in the larger centres, such as 
Winnipeg, Toronto, Montreal, and at other points, might be worthy 
of study when capital funds for rearrangement and improvement of 
existing facilities are available. 


6. Jot Enginehouses— 
At Ottawa, Ont., and London, Ont., and other points, in addition to the 
possibilities at the suggested joint terminals. 
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a) Co- ies in services, and particularly co- operation. 1 avoid 


capi al expenditures. 
a. ee use by the Canadian Baca Coast Steamships of Canadian a 
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| ea It i is E aepacible at this time to estimate’ ‘the economies Shout: toes various 


of traffic. With increase in traffic ae economies sould, generally speaking, 
to increase and the field for further economies would widen. In addition, — 
snag 1en Capital funds became available for larger co-operative undertakings, thes 
#36 onomies would also be increased. A 
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. PROCEEDINGS 


OF THE 


‘ SPECIAL COMMITTEE 


B. Appointed to 


ENQUIRE INTO AND REPORT UPON THE BEST MEANS OF RELIEVING THE 
COUNTRY FROM ITS EXTREMELY SERIOUS RAILWAY CONDITION 
AND FINANCIAL BURDEN CONSEQUENT THERETO 


No. 22 


( | The Right Honourable George P. Graham, P.C., and 
the Honourable C. P. Beaubien, K.C., 
Joint Chairmen 


i. WITNESSES: 

| Mr. W. L. Best, Secretary, Dominion Joint Legislative Committee of the 
Railway Transportation Brotherhoods. 

_ Mr. A. R. Mosher, President, Canadian Brotherhood of Railway Employees. 


EXHIBIT: 


E No. 95. Statement of Railways Acquired by the Dominion since 1905, and 
ts comparative analysis of C.N. Rys. debt to the public and the Govern- 


a ment. 
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io J. O. PATENAUDBE, 1.8.0. 

a PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 


1938 
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ORDER of Appointment 
(Extracts from the Minutes of Proceedings of the Senate for March 30, 1938) 


Resolved,—That a Committee of the Senate be appointed to enquire into 
and report upon the best means of relieving the country from its extremely 
serious railway condition and financial burden consequent thereto, with power 
to send for persons, papers and records, and that the said Committee consist of 
twenty Senators. 

Ordered that the said Special Committee be composed of the Honourable 
Senators Beaubien, Black, Buchanan, Calder, Cantley, Coté, Dandurand, 
Graham, Haig, Hugessen, Horsey, Jones, Hardy, McRae, Meighen, Murdock, 
Parent, Robinson, Sharpe, and Sinclair. 
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MINUTES OF EVIDENCE 


THE SENATE, 


Turspay, June 21, 1938. 


The Special Committee appointed to inquire into and report upon the best 
means of relieving the country from its extremely serious railway conditions and 
financial burden consequent thereto, met this day at 11 a.m. 


Right Hon. George P. Graham and Hon. C. P. Beaubien, Joint Chairmen. 
Col. O. M. Biggar, K.C., Counsel to the committee. 


The Cuairman (Right Hon. Mr. Graham): All right, gentlemen. 


Hon. Mr. Danpuranp: Mr. Chairman, I should like to say one word of 
explanation. The last time we met there was a suggestion that Judge Fullerton 
be called to give his opinion, and I said he had expressed the opinion that the 
Canadian Pacifie was not a very willing partner in co-operation. There seemed 
to be some question of that, and I was wondering where I had received that 
impression, so I looked up his statement, and I find that it was not in exactly 
those terms. At page 34 of the record of the Standing Committee on Railways, 
Telegraphs and Harbours, re Bill 21, an Act to amend the Canadian National- 
Canadian Pacific Act, 1933, he said:— 


There are many difficulties in the bringing about of co-operation. 
For instance, I mentioned labour. Labour presents a ‘very important 
difficulty. The officers are not inclined to turn labour out if they can 
prevent themselves from doing so. And I said there was a lack of 
co-operation. I still say so. I feel that if the right spirit were there, 
co-operation could be carried out much more rapidly. 


And later he said that he had complained to the Joint Executive Committee 
of dilatoriness in reaching results, and had suggested that the Joint Headquarters 
Committee should be abolished as being a useless wheel, and that the Joint 
Executive Committee, when they had approved of a report of the Joint 
Co-operative Committee should return it to the Joint Co-operative Committee. 
So I desire to qualify the statement I made. Judge Fullerton had felt that 
there was a lack of will to co-operate, but his statement covers the committees 


d on the Canadian National as well as on the Canadian Pacific. 


Right Hon. Mr. Mrieuen: His criticism applied equally to both sides. 

The Cuatrman (Right Hon. Mr. Graham): Are you ready, Mr. Biggar? 

Mr. Biccar: Before we go on with the witnesses, I may say that Senator 
Murdock asked me immediately after the adjournment last Thursday to get 
some figures. These I have got as far as they can be got. The request was for 
the name, location and mileage of all units, branches or portions of railways 
which have been acquired by the Government since the year 1905, giving the 


_ name of the unit of railway, portion of railway line or branch taken over, the 
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date such portion of railway was taken over, the cost in money to the Govern- 
ment on account of such transaction, and the amount of money expended _by 
the Government to place such unit of railway, portion of railway or branch line 
in proper shape to operate trains over after being acquired by the Government; 
and a statement showing the total amount of money for which the Government 


_ is liable still for stocks, bonds and other securities, on account of the acquisition 


of each such railway mileage taken over or purchased by the Government since 
the year 1905. 
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With the committee’s approval I will put in the figures obtained. 

Hon. Mr. Hate: Read them. I think that is important. | 

Mr. Biacar: They are very elaborate. They are given in two statements, — 
which will be marked Exhibit No. 95. I think they might go together, because 
one refers to the other. lib 

(Mr. Biggar read the statements composing Exhibit No. 95.) 

Right Hon. Mr. MeteHen: How much is in the footnote? 

Mr. Biaegar: The equity is $675,000,000; but as a matter of fact that does 
not represent cash because it is included in that $100,000,000 of Canadian ~ 
Northern Railway stock, which was acquired for $10,000,000; and is $180,000,000 
of Canadian National Railway stock, which was acquired by the Government 
without cash consideration, and there are capital expenditures on Canadian 
Government railways of $418,000,000, which includes the Hudson Bay Railway 
at that time. The last figure, $404,000,000, is really all that represents Govern- 
ment money 4 

Right Hon. Mr. MrteHen: The Hudson Bay Railway is in the footnote. 7 

Mr. Biccar: Yes, as $14,000,000. 4 

Hon. Mr. Hate: I thought it was in the ditch. F 

Hon. Mr. Danpuranp: And the common stock of the Canadian Northern. — 

Right Hon. Mr. MricHen: Which cost nearly nothing. 

Hon. Mr. Gorpon: Don’t you think, Mr. Biggar, it would be interesting to 
the committee to show the amount written off under that authority? 

Right Hon. Mr. Metcuen: He has just done that. 

Hon. Mr. Danpuranp: There was nothing written off. 

Mr. Biacar: It was simply carrying the equity into the footnote. The 
sum of $675,000,000 was taken out of the balance sheet as representing what 
the equity was. 

Hon. Mr. Gorpon: What do you say was written off? 

Mr. Bicaar: There was not really anything written off. It was just taken 
out of the balance sheet. I am afraid I am not an accountant, but that $675,- 
000,000 now represents the proprietors’ equity and, as I understand the position, 
it is not charged as a liability in the balance sheet. 

The CHarrMAN (Right Hon. Mr. Graham): Correct. 

Hon. Mr. Danpuranp: We can find that in the accounts. 

Mr. Biccar: Yes. 

Hon. Mr. Hate: Did you get those figures for me for May? 

Mr. Biccar: I understand there will be none available until the 27th. 

Hon. Mr. DanpuRAND: We shall be here in July. 

Hon. Mr. Hata: Sure. I am not a bit worried. 

Mr. Biccar: The committee decided this morning to hear representatives 
_of labour organizations, and there are two gentlemen present to make submis- 
sions. The first of the submissions is to be made by Mr. William L. Best, Secre- 
tary of the Joint Legislative Committee and Vice-president, National Represent- 7 
ative, of the Brotherhood of Locomotive Firemen and Enginemen. The submis- — 
sion now before the committee in print is by the Dominion Joint Legislative 
Committee of the Railway Transportation Brotherhoods and the Trades and 
Labour Congress of Canada. Members of the committee will find in each copy — 
at page 42 a list of the labour organizations on whose behalf the submission is — 
made, those organizations being stated to have a membership of about 175,000. 

Right Hon. Mr. MrtcHen: What other organization is to be heard? 

Mr. Biccar: The Canadian Federation of Railway Employees. That sub- — 
mission will be made by Mr. Mosher. We, 
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Mr. Biccar: Yes. Are the committee ready to hear Mr. Best? 
The Cuairman (Hon. Mr. Beaubien): Are you ready for Mr. Best? 
Some Hon. Mrempers: Carried. 


Mr. W. L. Brest was called as a witness and took the stand. 
The Witness: Honourable gentlemen: 


I. InNrRoDUCTION 


f It is our desire at the outset to assure your committee, Parliament and 
F representatives of the railways of the deep concern of labour for complete 
_ investigation of our transportation problem, primarily in order to dispel the 
e growing sense of insecurity created by the publicity given certain proposals for 
a solution. As representatives of the long-established labour organizations, this 
t submission may be accepted as expressing the views of the vast majority of 
_ Canadian railway workers. The welfare of this large group of our citizens and 
; their dependents is definitely bound up with the destiny of our railway industry 
' and the progress of the communities which it serves. Likewise because of the 
| peculiar tasks of railways workers, fraught with danger and heavy individual 
responsibilities demanding initiative, the efficiency of service and cost of opera- 
_- tion depends largely upon their loyalty and contentment. It is this inter- 
_ relation of employee, railway and public welfare aid our interest in and apprecia- 
_ tion of that relation which, as citizens and taxpayers, moves us to appear before 
- you to-day. 
F In submitting our views touching the subject of your inquiry, it seems quite 
| unnecessary to attempt a repetition of the historic events and circumstances 
. from which has emerged out present steam railway enterprise, constituting as it 
[ does the most efficient, safe and only reliable means of Canadian transportation 
_ throughout every day of the year. Nor is it our desire to make irrelevant refer- 
ances to the financial burden of the railways which, some have contended, can 
_ only be solved by amalgamation or unification. Technical phases of that sub- 
_ ject have been dealt with exhaustively by previous witnesses speaking for the 
interests they represent. If we are forced to take issue with those who have 
persistently advocated unified management of our two major railways as the 
- only effective solution to relieve Canada from its financial burden, we believe 
_ that the equally frank expression of our views will, in no way, mar the har- 
i monious relations which, for so many years, have existed between railway man- 
- agement and workers. 
|} Whilst we are directly interested with other taxpayers in the financial con- 
- dition of the railways, we frankly state that our primary concern is for the 
welfare and economic security of railway workers and their families who would 


| be adversely affected by unification. Moreover, we are convinced that the 
_ thousands of citizens in communities which have been built up along the railways 
| share with us the deep concern of their fellow citizens whose means of livelihood 
' would be jeopardized and their future welfare determined by economic expedi- 
' ency rather than upon humanitarian considerations. Therefore, we approach 
r this subject, not only on behalf of railway labour, but as representative citizens 
| having a keen sense of our responsibility to the people of Canada as a whole and 
respectfully urge that in the search for some solution of our railway problem 
: the welfare and interest of the human element in the enterprise be not sacrificed 
- in, what we believe to be, a futile hope that such sacrifice will solve the financial 
- condition of Canada’s railways. It is our considered judgment that there are 
other and more practical remedial measures to be taken and means to be 
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employed to cope with this and other related problems, even if they challenge 


greater courage than has yet been shown and require more effective co-operation 
as between Provincial and Federal Governments. With those considerations as 
one of the primary objects in this submission, we express the hope that our 
comments and recommendations may be accepted as a sincere desire to be 
helpful in formulating such measures as will have for their chief purpose the 
greatest good to the greatest number of our Canadian people. 


II. LABOUR’S VIEWS REGARDING CANADIAN NATIONAL- - 
CANADIAN PACIFIC ACT, 1933 


Before outlining the reasons for our conclusions and recommendations, it 
is our desire to refer briefly to the legislation around which has centered the 
major discussions during the hearings of this committee, namely, the Canadian 
National-Canadian Pacifie Act, 1933, and to call attention to the views expressed 
on behalf of railway labour when consideration was given to the Report of the 
Royal Commission on Transportation which that Act implemented. Although 
several Honourable Members of this committee may have had an opportunity 
of perusing “The Memorandum of Comments and Recommendations,” sub- 
mitted on behalf of railway labour in November, 1932, it seems appropriate 
that a short resumé be given at this time. 


1. SUMMARY OF PRINCIPLES SUPPORTING LABOUR’S RECOMMENDATIONS 


(1) That, in the search for a solution of Canada’s railway problem, the 
welfare and interest of the human element in the industry be not sacrificed in 
the vain hope that such sacrifice will solve the financial difficulties of Canada’s 

railways and Government; 

(2) that, in the interest of preserving harmony and good-will as between 
railway employees, management and the Government, the long-established and 
successful labour relations prevailing in railway industry be not disturbed; and 

(3) that, given the assurance that the interests of the employees will be 
adequately protected and labour relations not disturbed, railway labour stands 
ready to co-operate to effect an orderly and humane solution of Canada’s rail- 
way difficulties. 

Based on these three main principles, it was respectfully urged: 

(4) That the identity of the Canadian National and the Canadian Pacific 
Railways be maintained, and the Canadian National continue under Govern- 
ment control; 

(5) that in the constitution of the C.N.R. Directorate there should be ‘at 
least five appointed by the Government, a majority of them to govern decisions 
auue Board; also that one of such Directors be a representative of organized 
labour ; 

(6) that the capital structure of the Canadian National be written down; 

(7) that in the consideration of co-operative measures for the purpose of 
_ eliminating wasteful competition the railways be required: 

(a) To give sixty days’ notice to representatives of the employees directly 

concerned of contemplated measures; 

(b) The right and opportunity to appear before joint conferences between 

the railways considering co-operative measures; and 

“(c) To provide that all employees who through co-operative measures 

would be compelled to transfer to other localities to hold their employ- 
ment and thereby obliged to sacrifice their homes, should be adequately 
compensated by the employing company. 

[Mr. W. L. Best.] 
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(8) That in the event of some tribunal being necessary to arbitrate with 
respect to proposed co-operative measures in dispute, the Board of Railway 
Commissioners be empowered to discharge that function; and 


(9) that a conference of Provincial highway authorities be called under 


Federal auspices to prepare a recommended code to regulate motor vehicle 


transport for adoption by the various Provincial authorities concerned, and that 
railway labour through its accredited representatives be enabled to participate. 


2. LABOUR’S RECOMMENDATIONS IMPLEMENTED AND THE RESULTS 


Although the foregoing recommendations were not all accepted by the 
Government of the day and incorporated in the Bill to implement the Duff 
Report, those which were adopted, together with some results therefrom, may 
be reviewed as follows:— 


(1) Labour Relations—The long-established labour relations through col- 
lective bargaining have been maintained. This has been due chiefly to the 
efficient organization of railway labour together with the co-operation of railway 
managements. That these labour relations were recognized as an important 
factor in the successful operation of the railways, particularly under the co- 
operative measures contemplated by Section 16 of the Act, is indicated by the 
following amendments, one of which forms the last sentence to subsection (1) 
of Section 16, and the other subsection (3) thereof: 


They are further directed that whenever they shall so agree they shall 
endeavour to provide through negotiations with the representatives of the 
employees affected, as part of such measure, plan or arrangement or other- 
wise, for a fair and reasonable apportionment as between the employees of 
National Railways and Pacific Railways, respectively, of such employ- 
ment as may be incident to the operation of such measure, plan or arrange- 
ment. 


(3) The National Company and the Pacific Company for and on 
behalf as aforesaid are directed to endeavour to provide that any new 
company, created as in subsection two of this section referred to, shall 
give preference for work to employees in any services or on any works 
taken over by such new company. 


It is our understanding that the foregoing clauses were designed to ensure 
protection to labour and that, concurrently with and as a part of such measure, 
plan or arrangement for the purpose of effecting economies, the railway com- 
panies should endeavour to provide through negotiations with the representa- 
tives of the employees affected for a fair and reasonable apportionment of such 
employment as might be incident to the operation of such measure, plan or 
arrangement. In other words, it seems quite clear that whilst the first part of 
sub-section (1) provides a statutory direction to the railways to endeavour to 
agree upon co-operative plans or arrangements for the purpose of effecting econo- 
mies, the last part of the subsection also provides a statutory. direction to the 
railways, as a part of such plan or arrangement, to endeavour to provide for a fair 
and reasonable apportionment of the employment between the employees of the 
two railways making such plan or arrangment. Had our request for sixty days’ 
notice to representatives of the employees of contemplated measures, and their 
right to appear before joint committees of the railway officers when considering 
such measures, together with definite provision for displacement compensation 
been conceded by a further amendment to the Act, the employees might have 
entertained a reasonable hope that their representatives, at least, would have been 
given reasonable advance notice of contemplated measures. 
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However, five months after the Act was assented to and not having any 


intimation from the railways as to what co-operative plans or arrangements 
were under consideration, the Joint Conference Committee of the employees com-— 


municated with the railway managements under date of October 28, 1933, calling 
attention to the provisions of Section 16 above referred to. To this letter, a joint 
reply was received from Mr. S. J. Hungerford, Acting President, C.N.R., and 


Ae Mr. Grant Hall, Vice-President, C.P.R., under date of November 24, 1933, 
advising that the provisions of the Act were known to them and that the railways 


would be governed thereby. 


Under date of February 22, 1934, the Chairmen of the respective General _ 


Committees of the running trades received a telegram advising that a study of 


further pooling services had been made and agreed to and that when approved 


_ by the Board of Railway Commissioners, the Chairmen would be notified of 


the changes in train service. Under date of February 23, 1934, the telegrams 
were supplemented by letter advising that the proposed changes in train service 
had been approved by the Board of Railway Commissioners, and that effective 
March 11, the pooling of through passenger traffic would be extended between 
Montreal and Quebec; between Montreal and Toronto; and between Ottawa 
and Toronto; also advising that certain duplicate through trains in pool areas 
would be cancelled. At the instance of the employees subsequent communications 
and conferences were had between the General Chairmen and the Canadian 
Pacific Railway officers, but without satisfactory results. 

The Conference Committee of the employees of both railways subsequently 
conferred with Hon. R. J. Manion, Minister of Railways and Canals on March 9, 
1934. This conference was confirmed by letter to the Minister the following 
day, wherein the employees’ understanding of the provisions of Section 16 was 
outlined. In reply the Minister promised to place our representations before the 
management of the two railways. Under date of March 21, the Minister com- 
municated with us, attaching a copy of a letter from Mr. C. P. Fullerton, Chair- 


man of the Board of Trustees of the Canadian National Railways, wherein he 


stated—‘ Our officers are quite in accord with the view that the employees con- 
cerned should have the earliest possible advance notice of co-operative changes 
affecting their employment and particularly when the changes involve a dis- 
tribution of work between the employees of the two railways.” Mr. Fullerton 
further stated—‘“ Our officers are quite prepared to have, and in fact think it 
desirable that there should be a joint meeting between officers of the two railways 
for the purpose of having a general discussion of the principles which it is desir- 
able to follow in dealing with various co-operative measures.” He further sug- 
gested that—“ Following such a meeting, it might be possible to arrange for a 
small joint special committee of the employees’ representatives to be constituted 
to meet with the railways’ joint co-operative committee, when required. Such a 
committee, say of three, could be given advance information and consulted to an 
extent which would not be possible with a larger body.” 

It was not until June 12, 1934, that the Minister was able to send us a copy 
of a reply from the President of the Canadian Pacific Railway, dated June 9. 
After advising that it was thought wise to withhold the final reply until the 
whole question could be considered by the Joint Executive Committee of the 
two railway companies, the C.P.R. President’s letter concluded as follows:— 


The matter was discussed at a recent meeting of the committee, and 
the conclusion reached was that in order to give effect to the spirit and 
intent of Section 16 (1) of the Act, negotiations with representatives of 
the employees as to the apportionment as between the employees of the 
two companies respectively of such employment as may be incidental to 
the operation of any co-operative measure, should follow agreement 
between the companies as to such co-operative measure, and approval 
thereof by the Board of Railway Commissioners, in cases in which such 
approval is required. 

[Mr. W. L. Best.] 


(For the information of your committee the correspondence refer 
shown as Appendix “A” of this submission). ae 

It is evident from the foregoing that the direction given the railways by 
the last part of subsection (1) of Section 16 with respect to consultation with 
employees has not been fully complied with. The experience thus gained in the 
pooling above referred to, which deprived over one hundred and thirty-five 
employees their means of livelihood without compensation of any kind, has 
caused them to view with grave apprehension all proposals which are calculated 
to further increase unemployment. 
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(2) Identity of Railways—Pursuant to the recommendation of the Duff 
Commission’s Report, provision for maintaining the identity of the Canadian 
National Railways and the Canadian Pacific Railway is found in Section 27 of 
the Canadian National-Canadian Pacific Act, reading:— 


27. Nothing in this Act shall be deemed to authorize the amalgama- 
tion of any railway company which is comprised in National Railways 
with any railway company which is comprised in Pacific Railways nor to 
authorize the unified management and control of the Railway System 
which forms part of National Railways with the Railway System which 
forms part of Pacific Railways. 


Railway labour is unanimous in its desire that the spirit and letter of that 
provision be maintained. Section 27 clearly implements the declaration made 
by the Minister of Railways and Canals on the second reading of the Bill on 
March 7, 1933, when he stated:— 


There is nothing in it to cause anyone to feel that it may lead to 
the amalgamation of the two great railway systems of Canada, because 
the whole trend and spirit of the bill, as well as every clause and letter 
of it point to co-operation, and co-operation means and can only mean, 
the working together of the two parties to an understanding, and in this 
case the two parties are the Canadian National Railways and the 
Canadian Pacific Railway. 


(3) Labour Representation on Board—Implementing the request of railway 
labour, the Board of Directors of the Canadian National Railways as at present 
constituted of seven members, includes a representative of the railway employees 
appointed on nomination of their General Chairmen on the property. 


(4) Tribunal of Last Resort—The fact that the arbitral provisions of the 
Act have not been utilized and the tribunal called upon to function in respect 
of co-operative measures in dispute, we have no criticism to offer as to the 
fundamental soundness of the Board of Railway Commissioners being clothed 
with full authority to determine and finally decide what steam railway service 
should be maintained as a public necessity and convenience. 


(5) Proposed Highway Conference-—The proposal of railway labour to the 
Senate Committee on November 24, 1932, that a conference of provincial high- 
way authorities be called under Federal auspices to prepare a recommended code 
to regulate motor vehicle transport, coincides with the recommendation of the 
Duff Commission on this subject. Had the proposal been given’ complete 
co-operation it might have produced more substantial results. However, the 

_ extent of co-operation given by Federal and Provincial authorities and others 
should be recognized as of considerable value and a brief historic review thereof 
seems appropriate at this time. 

A Federal-Provincial Conference was held in Ottawa, January 17-19, 1933. 
Growing out of the consideration given to Item 7 of the Agenda—‘The regula- 

tion of truck and motor bus services with inter-provincial and national rail 
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transportation facilities,” it was agreed that the Minister of, Railways should 
submit to the Provinces a questionnaire dealing with matters relating to truck 
and motor bus services and that after assembly and study of the information 
obtained, a conference of the appropriate officers of the Dominion and the 
Provinces should be called to consider the whole situation. It was further agreed 
that the Dominion Statistician should assist the Minister of Railways in preparing 
the questionnaire. 

Subsequently, a Federal inter-Provincial Conference was held in Ottawa 
commencing Thursday, December 14, 1933. The Federal Government was 
represented by the Minister of Railways and Canals, the Deputy Minister and 
other officers of his Department. The various Provinces were represented by 
officers of their Highways Departments and some by their Premiers or other 
Ministers. On behalf of railway labour, there was presented to this conference 
a “Memorandum dealing with the Control and Regulation of Competitive 
Transport Agencies.” The Minister of Railways and Canals undertook to have 
a copy distributed to each delegate attending the conference. The recommen- 
dations included in that Memorandum submitted on behalf of labour follow 
this submission as Appendix “ B.” 


The consideration given by the Conference to the subject of highway com- 
petition resulted in some nine resolutions being adopted. These cover a num- 
ber of important phases of highway operation, and form part of this submis- 
sion as Appendix “CC.” However, special reference may be made here to the 
last two, as follows: ie 

“8. This conference is of opinion that a licence should only be granted 
to commercial carriers of passenger and freight where it can be proved to the 
satisfaction of the licensing authority that the service proposed to be rendered 
is in the public interest.” 


“9, This conference believes that a Dominion inter-Provincial Confer- 

ence to discuss transportation matters should be held at least once every year.” 

Another Dominion-Provincial Conference was held in Ottawa, December 

9-13, under the Chairmanship of the present Prime Minister, Right Hon. Wm. 

L. Mackenzie King. The subject of ‘ transportation” was dealt with by a 
committee under the Chairmanship of the Minister of Transport. 


By Right Hon. Mr. Meighen: 


Q. You do not give the year of that—A. That was 1935. It appears in 
the appendix, I think. 


The Witness (reading): Resulting from the consideration given the sub- 
ject, 1t was resolved to submit eleven recommendations which referred only to 
vehicles used for the transportation of passengers or freight for hire and are 
specifically licensed by the Province for highway transport; taxi and delivery 
vehicles not being included. These eleven recommendations follow this sub- 
mission as Appendix “D.” The eleventh recommendation urges that the 
principle of securing basic uniformity and comparability in the matter of 
road transport statistics be endorsed by the conference, and that instructions 
be issued to the Dominion Bureau of Statistics to proceed with the discus- 
sion of a detailed plan with the Provincial authorities to the end of meeting 
what has become both a provincial and national necessity. 


The foregoing summarizes the results of the Conferences referred to, the 
co-operative effort shown and mutual agreement reached directly bearing upon 
the important subject of highway regulation, but their full value can only be 
realized when those recommendations upon which agreement has been reached 
are implemented by the necessary legislation, and orderly regulations made 
effective. 

-[Mr. W. L. Best.] 
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III. CONTRIBUTING FACTORS TO RAILWAY SITUATION 


That there can be no practical and humane solution of Canada’s railway 
problem without due consideration of all contributing factors should be 
readily conceded. Having regard to the importance of reliable transport ser- 
vices to trade and commerce, general public welfare and national develop- 
ment, the whole transportation structure in its broadest aspects must be con- 
sidered in the light of those objectives. It was the consideration of the broader 
aspects which found expression in the statement of the late Sir Henry 
Thornton to the Railway Committee of the House of Commons, in 1931, from 
which emanated the subsequent inquiry, when he recommended—“ that a 
Commission be appointed for the purpose of considering the whole question of 
Canadian transportation.” Based on that recommendation, clause 2 of the 
terms of reference to the Duff Commission directed: 


2. That the Commissioners inquire into the whole problem of transporta- 
tion in Canada, particularly in relation to railways, shipping and communica- 
tion facilities therein, having regard to present conditions and the probable 
developments of the country. | 


1. Competitive Transport Agencies—-The importance which the Duff Com- 
mission attached to the need for effective regulation of competitive transport 
agencies for the betterment of the service as a whole and for the relief of the 
railways is indicated by the comprehensive manner in which it dealt with the 
subject commencing with Chapter IV of its Report. Part III of that chapter 
deals exhaustively with road transport, aviation and waterways, emphasizing 
the disastrous effect which those unregulated competitive means of transport 
have upon the financial success of the steam railways. 

(a) Highway transport regulation is emphasized in that report as of para- 
mount importance. Whilst it recognizes that the development of highway trans- 
port has brought about a lasting revolution in the travel habits of the people 
and in many respects has wrought a transformation in the economic and social 
life of the country; has given facilities for transport never before enjoyed by 
the general public and has done much to create and stimulate travel, it has also 
effected the diversion of a considerable volume of traffic from the railways. The 
report declares that in seeking a permanent solution of the railway problem in 
Canada, this comparatively new and convenient form of transportation and its 
effect upon the railways cannot be ignored, and a fair basis of competition 
between these two agencies, in so far as they are acting as common carriers of 
either passengers or freight, must be found, not only in the interests of the 
railways, but also in the interests of the public and trade and industry gener- 
ally; and that unfair and unregulated competition between railways and road 
operators is damaging, resulting as it does in waste and duplication of effort. 
The commission recognized that there is need for regulating road motor ser- 
vices and for equalizing the conditions under which highway and rail services 


are provided; especially is this need recognized when regard is had to the 


extent of the regulations imposed upon the railways, to the almost entire absence 
of regulations of highway operators, particularly those operating freight ser- 
vices, and to the fact that it has been the practice to establish railway freight 
rates on the assumption that transportation of freight was to all intents and 
purposes the monopoly of the railways. Therefore, having regard to the actual 
cost of operation, tariffs and tolls have been established on a comparatively high 
scale for the carriage of short distance package freight and for express services, 
and upon a lower and less remunerative scale for the transportation of heavy 
and bulky commodities which are generally conveyed over long distances. If 
the railways lost a large part of their profitable short distance traffic to the 
highway vehicle, a readjustment of the whole freight rate structure may be 
necessary, with a possible increase in the rates charged for the long distance 
and heavy freight traffic. 
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By Right Hon. Mr. Meighen: 

Q. Is that from the report?—A. That is practically the language, Senator 
Meighen. It is condensed, of course, but that is the sense. 

The Wirness (reading): , 

The commission expresses the opinion that in Canada, where of necessity 
freight must be conveyed in large quantities over long distances at all times 
of the year, railway transportation is essential to the economic welfare of the 
country. Because they are essential and because the railway freight rate 
structure implies conditions approximating to a quasi-monopoly, the railways 
require, if they are to continue to operate efficiently, a measure of protection for 
long distance road competition and an equalization of the conditions under 
which short distance traffic is carried. It states that by concentrating less on 
mutual competition and by turning their energies to the co-operation of the ser- 
vices they provide, a properly co-ordinated system of transport will be evolved. 


The commission also expressed the view that the true function of road transport — 


in such a co-ordinated system, as auxiliary and complementary to the steam 
railways, would appear. 

Constitutional limitations also are recognized by the commission when it 
states (section 167) that:— 


Under the Constitution of Canada regulation of road transport falls 
within the exclusive jurisdiction of provincial authorities. While the 
Dominion Government is not limited by the Constitution in the matter 
of taxation, in practice road vehicle taxes are imposed solely by the 
provinces. 


Because of these considerations, the Commission thought it inadvisable to 
make any specific recommendations in regard to the regulation and taxation of 
road transport. It strongly emphasized, however, that the Federal and Pro- 
vincial Governments in co-operation should examine the question of the 
regulation and taxation of highway motor vehicles with a view to equalizing 
the conditions under which highway and rail transport is carried on and to 
securing uniformity throughout the Dominion. A joint inquiry in which both 
Federal and Provincial Governments were represented should enable a measure 
of agreement to be reached upon the general principles which should govern the 
regulation and taxation of motor vehicles using the public highway. 

Reference has already been made to the Federal-Provincial Conferences of 
1933 and 1935. The definite conclusions reached by those Conferences evidently 
contemplated legislation to provide for uniform regulations which would imple- 
ment the basic recommendations of the Duff Report. Particular emphasis should 
be placed upon the seventh clause of the 1935 Conference conclusions (similar 
in principle to clause 8 of the 1933 Conference conclusions) which reads:— 


(7) That a licence should only be granted for the operation of vehicles 
for the transportation of passengers or freight for hire where it can be 
proved to the satisfaction of the licensing authority that the service 
proposed is a public necessity and convenience. 


Had the foregoing conclusion been implemented by legislation and a definite 
policy adopted accordingly by all Provincial licensing authorities the railways 
would not have suffered unfair competition from commercial vehicles which have 
been licenced to operate in territory where public necessity and convenience did 
not justify transport facilities other than that provided by the railways. 

A fair picture of the competitive factor which the highway enterprise con- 


stitutes in the transportation field may be visualized when it is noted that of ! 


the 410,500 miles of Canadian highways, 99,350 are surfaced road, with 1,240,125 
registered motor vehicles operating thereon during 1936, at least a portion of the 
[Mr. W. L. Best.] 
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year. Of that number 184,000 were trucks and 2,150 motor buses. This was 
an increase of 64,000 registrations over the previous year. The total cost of 
highways to the people of Canada amounts to over $900,000,000. The highway 
debt outstanding at December 31, 1936, was $507,992,172. 

The latest complete figures of highway expenditures and revenues are for 
1935, as shown in the Canada Year Book, 1937. Capital maintenance and 
operating expenditures by the Dominion, Provincial and Municipal Governments 
for 1935 totalled $92,490,449. The total revenue, chiefly from registration and 
gasoline tax, amounted to $54,623,623. It will be seen, therefore, that the 
expenditures over revenues for 1935 show $37,866,826. 

In view of the foregoing, it would seem unnecessary to further elaborate 
on this subject to convince any unbiased observer that orderly regulation of 
highway transport is a national necessity. That such regulation is of vital 
importance, not only to eliminate destructive competition with the steam rail- 
ways and within the highway transport enterprise itself, but also for the 
conservation of human life is emphasized in the fact that during the past ten 
years there has been an annual average of over 1,150 deaths resulting from the 
construction and operation of our Canadian highways. Surely, this constitutes 
a challenge to all Government authorities and public bodies to exert every 
reasonable effort in the adoption of appropriate measures to minimize this 
awful destruction of human life and property. 


ee Fo 


The recent introduction in the Senate of Bill Z2, which proposes the 
| incorporation of a company to further commercialize the highways by securing 
iM the right to transport merchandise from points in the United States to other 
} points therein through Canada, in competition with the railways would create 
" additional competitors and greatly accentuate the human hazard on the already 
if over-crowded highways of Ontario, in addition to increasing costs of highway 


maintenance. By no stretch of imagination can this proposed transport agency 
be regarded as a public necessity or convenience. 

The Report of the Duff Commission sets for the general principles upon 
which operators of commercial highway carriers should be regulated. With 
those we are in general accord. Labour is especially concerned with the follow- 

- ing two principles:— 


Minimum standards in regard to working conditions, including wages 
and hours of labour, should be required. 

In the interest of safety of the public, a standard of fitness should 
be required of all operators in regard to their vehicles. 


That railway labour has been able to fully appreciate the foregoing and 
other important statements in support of the regulation of highway transport, 
now heavily subsidized, is indicated by the fact that for more than a decade we 
have approached Federal and Provincial Governments, annually, strongly advo- 
cating orderly highway regulation in the hope that those authorities might more 
fully realize how unfair to the railways and harmful to the general public wel- 
fare is unregulated highway competition. We desire to repeat the previous 
assurances given by railway labour, namely, that it is ready and willing to con- 
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& tinue to make its contribution to the formation of regulatory measures which 
La must be adopted progressively covering commercial motor vehicle transport. 

* (b) Air transport development, thus far, may be regarded as in the experi- 
e mental stage. Because of this, its potentialities cannot be fully estimated. How- 
rf ever, it is not too early to forecast the important service rendered in many areas 
& in Canada where the peculiar physical and geographical characteristics hereto- 
¢ fore have rendered other transport services exceptionally limited, if not inacces- 


sible. For these and other reasons, airways have not constituted a serious 
competitive factor in the transportation field. The co-ordination of this mode 
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of transport with railway services under progressively developed control and 
regulation would seem a worthy objective for the general. advantage of Canada. 
In the development of that enterprise, it must be assumed that large public 
subsidies, in addition to those already expended, will substantially increase the 
burden of taxation. 

(c) Waterways transport has long passed the experimental stage. The 
capital expenditures by the Dominion Government on aids to navigation, canals 
and harbours, including expenditures on dredging up to March 31, 1936, 
amounted to $789,971,672. The total annual expenditures, capital, maintenance 
and operation for the same fiscal year amounted to $33,223,548. The Canada 
Year Book points out ‘‘ No attempt has been made to collect from water traffic 
a return on the investments in waterways or the annual expenditure for their 
maintenance and operation.” The total revenue received for the fiscal year 
December 31, 1936, amounted to $1,166,530, thus showing expenditure over 
revenue for the same year of $32,057,018. 

Because of the heavy annual subsidies for aids to navigation, we have 
repeatedly urged upon the Government that legislation be enacted to require 
that adequate tolls be charged for all commercial transport services through 
our canals and that measures be taken to place all our inland waterways under 
the control and supervision of a Transport Commission. For about seven 
months in the year, waterways transport constitutes one of the most serious 
unregulated competitors of steam railways. Any attempt to bring this agency 
under the control and regulation of appropriate Government authority has met 
with strenuous opposition by those who have benefited most from this subsidized 
enterprise. 


By Right Hon. Mr. Meighen: 

Q. Would you mind telling us who those people are? I understood the 
steamship companies wanted this regulation. Who are the people who do not? 
And who are the beneficiaries? 

Hon. Mr. DAnpuRAND: The water shippers. 


The Witness: The largest number of water transportation companies who 
appeared before the Senate Committee a year ago opposed the bill that was then 
before the Senate. ; 


By Right Hon. Mr. Meighen: 

Q. That is, in numbers; but in quantity of ships, by far the greater number 
wanted it—A. The provinces also. 

Q. As a matter of fact, it was mainly the western farmers. I think you 
should say so.—A. No, it was not only the farmers. 

Q. It was mainly the farmers. You read your brief as if it was the trans- 
portation companies; whereas it was just the other way.—A. I think it is true 
that not all the transportation agencies, but some of the larger companies, like 
the Canada Steamship Lines, particularly on the matter of agreed charges, 
agreed to them. 

Q. About 85 per cent in quantity wanted it—A. But there are a large 
number of companies opposed. Those are the ones referred to in our memo- 
randum. 

Hon. Mr. Haia: Some of the western farmers opposed it. 

Right Hon. Mr. MricHen: And still do, bitterly. 

The Witness: The experience with the Transport Bill, introduced in the 
Senate about one year ago and subsequently defeated, as well as the experience 
with the Transport Bill which passed ‘the House of Commons on June 7, con- 
vinces us they are quite content to accept, indefinitely, the assistance from public 
funds without any apparent intention or willingness to pay their way. The 

[Mr. W. L. Best.] 
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situation in connection with waterways transport is tersely summed up by the 
Duff Commission when it stated: “ Aids to navigation and the construction of 
canals and their maintenance have been exclusively a charge upon the public 
treasury.” 

Notwithstanding the heavy annual subsidies to competitive transport 
agencies, there appears in prospect the consideration of additional huge expendi- 
tures for the St. Lawrence Waterways. Obviously, this project would adversely 
affect the railways. As has been frequently represented to the Government of 
the day by railway labour, that project cannot be justified either on the grounds 
of economic expediency or present or anticipated transport requirements. 

Summarizing the annual cost to Canadian taxpayers for actual expenditures 
to these two competitive transport agencies, over revenues, the following 

appears :— 


Wi OSI toma yeas els 2) 82,007,018 
veer ae nar Maier ene Yk hac B66 R26 
Total Expenditure over Revenues... .. ..$ 69,923,844 


It will be noted that the above subsidies to these two competitive transport 
agencies exceed by more than twenty-seven and a half million dollars the 
reported deficit of the Canadian National Railways for 1987. It is difficult, 
therefore, to reconcile the attitude towards the C.N.R. deficits whilst the public 
accepts, apparently without audible complaint, a much heavier annual burden 
by reason of subsidies to transport agencies competing for traffic which is so 
essential to the financial success of the railways. 


By Right Hon. Mr. Meighen: 

@. This deficit you have in respect of highways and waterways takes into 
account capital investment; whereas in respect of the C.N.R. we take no such 
thing into account. You have a very different basis of computation there —A. 
That may be true, but, on the other hand, there are large expenditures which 
are not shown here and not reported, such as policing the highways, and so on. 

Q. But it is nearly all capital investment. 

Hon. Mr. Hucessen: Not in the case of the waterways. 

Right Hon. Mr. Mricumn: A considerable amount would be maintenance, 


4a r._ doubt; but the capital investment is included. 


Hon. Mr. Hucessen: Capital investment in waterways is put at $780 
million odd, and annual cost at $32 million odd. 
Hon. Mr. Rosinson: It is difficult to tell what the division is. 


By Hon. Mr. Haig: 
Q. In Manitoba the provincial Government devotes moneys that you charge 
here to highways to the building of market roads for the use of the farmers, the 
local people, and the municipalities practically use no money for any other 


* purpose. It is not fair to take that expenditure into account——A. What we are 


endeavouring to show, Senator, is that regardless of what the purpose of main- 
taining those highways is, all the costs of the railways are shown in their reports, 
while those of the highways are not. 

Q. Last year the provincial Government of Manitoba, after allowing what 
it spent on highways, including interest on all the capital it had put into them, 
and what it took out of motor trucks and buses, had a surplus of nearly $500,000. 
» —A. That was 1937? 

Q. 1936.—A. The only figures in the Canada Year Book are up to 1935. 
Q. In 1936, after allowing for all repairs, maintenance, interest on the total 


My capital invested—and some was invested for market roads, roads not used by 
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motor trucks and buses at all—and depreciation, there was nearly $500,000 of a 
surplus derived from the tax on motor buses and trucks .alone——A. I think it is 
true that a number of the provinces, particularly Manitoba and Saskatchewan, 
are showing very much more revenue than they did in previous years. 


2. CONSTITUTIONAL LIMITATIONS 
It is our considered judgment that constitutional limitations have been 


and remain the chief obstacle to the enactment of legislation so necessary to — 


ensure equitable regulation and effective control. This limitation was recog- 
nized by the Duff Commission, but in consideration of highway regulation and 
taxation being a Provincial responsibility thought it inadvisable to make 
any specific recommendation. The Commission did emphasize that the Fed- 


eral and Provincial Governments in co-operation should examine the ques- . 


tion with a view to equalizing conditions under which highway and rail trans- 
portation is carried on. This was a challenge for co-operative effort in reach- 
ing some solution of a problem concerning which the Commission could not 
place full responsibility on any Government authority. The extent to which 
Federal and Provincial authorities have co-operated through conferences and 
discussions has already been referred to, but the chief conclusions reached by 
those conferences still remain to be implemented by the necessary legislation. 
Railway labour, as well as other public bodies, have long recognized the 
need for one central Government authority and, annually, for several years, 
have proposed to the Governments of the day, both Federal and Provincial, 
that the British North America Act be amended to empower the Federal Gov- 
ernment to deal effectively with the regulation of all transport agencies. We 
regret, however, that a lack of complete co-operation together with the exist- 
ing division of legislative jurisdiction have defeated the fulfilment of our hope 
for orderly regulation of all transport agencies and, therefore, have been 
largely accountable for continuing the railway problem. For a practical solu- 
tion of that problem, a grave responsibility must be shared by all public 
bodies, including Federal and Provincial Governments, for taking appropriate 
measures to clothe the Federal Parliament with full legislative competence 
to enable it to deal effectively with all public carriers of passengers and freight, 
whether by air, land or water, as works for the general advantage of Canada. 


3. TRAFFIC CONDITIONS 


All inquiries into the Canadian transportation problem, past and present, 
have revealed one outstanding fact, namely, that a falling off of traffic is the 
’ chief contributing factor to the existing financial condition of the railways. 
Other related factors have been already dealt with, but it remains to be 
shown the actual causes for the uncertainty of a sufficient flow of traffic to 
ensure a reasonable and steady use of railway services and faeilities to pro- 
duce the revenue essential to show a favourable credit balance for our major 
and only reliable means of transportation. It is not enough to recognize that 
the position of our railways is the result of the depression in world trade, 
without some equally frank recognition of the primary causes of depression. 
All economic authorities agree that trade depression is primarily due to a slow- 
ing up of the production of the various commodities which our people, in com- 
mon with citizens of other countries, are willing to purchase. But why this 
unsteady production of commodities which so seriously affects a normal flow 
of traffic? Obviously the answer is found in the diminishing number of citi- 
zens who are able to purchase those commodities which are necessary to main- 
tain a reasonable standard of living. Moreover, thousands of citizens whose 
buying power is not entirely exhausted are impelled, from a growing sense of 
insecurity, to curtail their reasonable purchases, thereby directly affecting 
normal production and traffic. 

[Mr. W. L. Best.] 
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ow aw. UNIFICATION AND ITS EFFECTS ON HUMAN WELFARE AND 
NATIONAL ECONOMY 


It is the considered opinion of railway labour that unification of our major 
_ railway systems would prove a more unsound policy for the welfare of our 
_ people and our national economic structure than the unregulated competitive 
' carriers of passengers and freight have been to the transportation structure. 
_ Failure to remedy the latter offers no justification for adopting the proposal in 
question. Unification of our major railways can only, at best, be a piece- 
meal effort within the railway industry. Any benefits attained. would be at 
the expense of human and national welfare, causing great sacrifices by citizens 
involved and, likewise, a disproportionate ’ distribution of gain. 


1. HUMAN WELFARE 


Every forward-looking Canadian must cherish the hope that there may 
soon be evolved a re-adjustment of our economic structure as will ensure 
to the nation and to industry a substantial increase in the number of our 
citizens who will possess sufficient purchasing power to enable them to move 
along the path of self-reliance. That hundreds of thousands of workers, 
especially during the past seven years, have been obliged, through the force 
of economic circumstances, to leave that road of contentment for a “ detour” 
of uncertainty and economic insecurity should arouse within every Canadian 
a spirit of patriotic indignation and determination to use every honourable 
means to remove forever that blight from our national reputation. This 
should be our objective, rather than to plan curtailment of opportunity for 
employment. 

In our opinion, the financial burden consequent to the railway situation can 
only be relieved by a more equitable adjustment of related factors within our 
- national economic structure. If it has been necessary for Canada to spend 
- $308,000,000 on relief projects since 1930, how, in the light of obvious facts with 
_ respect to human needs, can we hope to lighten our national burden of taxation 
by deliberately planning to throw more of our citizens out of employment, and 
thereby increase the number of relief recipients? Will the proposal for unification 
' or amalgamation bring about a wider sharing of purchasing power and a more 
equitable distribution of national income as between capital and labour? Will 
_ that proposal ensure greater stability of our. industrial system and a more con- 
_ tinuous operation of its machinery and production? Will it increase the number 
of wage-earners or increase the wages of underpaid workers? Will it stimulate 
or will it retard economic and industrial recovery and national prosperity? An 
' honest effort to accurately appraise the significance of these questions may 
stimulate some scientific enquiry into the actual causes for the chaotic social 
and industrial conditions directly affecting our national economy. Obviously, a 
just apportionment of the wealth invested in and produced by industry must, 
' inevitably, be reflected in a wider and more equitable sharing of purchasing 
power. 

o.. An outstanding economist recently said—‘‘ The great bulk of saving must 
- come from earnings of capital; that is, from interest and dividends. The great 
_ bulk of the required increase in spending must come from the earnings of labour. 
Therefore, we must decrease the former and increase the latter. Labour’s share 
_ should be increased to between 70 and 75 per cent of the national income.” 
_ Obviously, Canada must learn that no people can advance unless they take with 
_ them the common, everyday man. 


2. HUMAN FACTOR IN RAILWAY INDUSTRY 


We respectfully suggest that economical and efficient operation becomes 
more difficult as a railway system expands beyond the effective control of a 
single hand. It has been well said that “railroading is 95 per cent human.” The 
——— 60885—24 
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unification of our two major railways would tend to submerge the human or 
personal consideration in their operation. Far-sighted and progressive policies of 
a railway may be hampered or modified by the inherent difficulty of inducing 
their application by subordinate officers, too numerous and remote for control by 
a single mind. 

In his opinion handed down in 1929 as an Interstate Commerce Commis- 
sioner, Joseph B. Eastman, who was at a later date appointed Co-ordinator of 
Transportation in the United States, had this to say:— 


There are strong grounds for the belief that the best results in operat- 
ing efficiency and service are secured when a railroad system is small 
enough so that the executive can maintain something like personal contact 
with the employees all down the line and also with the shippers in the 
territory served. 


No one may reasonably question the genuine values that come from main- 
taining and fostering at all times the high morale and goodwill of railway 
employees. Unification would tend to destroy the contact with the employees 
which fosters this human relationship. The monopoly created by unification 
would also greatly impair the spirit and incentive to continue the high standard 
of efficiency which has been the raliways most valuable asset. In view of the 
intolerable amount of unemployment now existing among railway workers, it 
certainly would not improve the morale of these employes to add several thousand 
more to the ranks of the unemployed. 


3. LABOUR’S EXPERIENCE WITH AMALGAMATION 


Based upon the experience of railway labour, we have reason to be appre- 
hensive of the results of unification or co-operative measures designed to effect 
economies in railway operation. This experience extends over some years past 
and covers the amalgamation of several lines which, formerly, were under 
separate management. Co-operative measures and the pooling of services and 
facilities since 1933 are included in that experience. 


When the several corporate lines, now comprising the Canadian National 
Railways System, were amalgamated under one company, which in effect was 
unification, it resulted in great confusion and insecurity by reason of the fact 
that this unified management in an endeavour to practice economy in operation, 
in many cases arranged for abandonment of certain portions of line and in other 
cases selected the most direct and economical routes between points over which 
traffic would move. In cases of abandonment the employees, in some instances, 
were given work at other terminals, whilst some found themselves entirely 
without employment of any kind. In cases of rerouting of traffic, the result 
was that a large number of employees who had been permanently located on 
the line from which traffic had been diverted, found themselves without employ- 
ment, whilst others, by reason of their seniority were able to secure work only 
by transferring to other points and displacing other employees located there. 
Under these conditions employees who were obliged to transfer suffered great loss: 
and inconvenience by having to sacrifice their homes by disposing of them at 
reduced value, which naturally follows reduced payrolls or decreased oppor- 
tunity of employment in any locality. 

The transfer of employees from one corporate line to another necessitated 
the merging of existing seniority lists. Several agreements were entered into 
-and applied to the different classes of employees, but, as is inevitable in all such 
mergers, many of the employees affected were in a more inferior standing after 
the merger than previously, with the result that great dissatisfaction was 
manifest among the employees. The Railway Brotherhoods expended many 
thousands of dollars in an attempt to reach a satisfactory adjustment of the 

{Mr. W. L. Best.] ; 


RAILWAY CONDITIONS 1301 


j difficulties. Suffice it to say, after several years of effort by representatives of 
labour and officers of the company, the matter has not yet been disposed of to 
_ the entire satisfaction of the employees. 

4 Further unpleasant experiences were had from the results of abandonment 
of the former Canadian Northern Lines between Toronto and Napanee. When 
this was finally made effective every employee, formerly engaged in that 
_ territory, was obliged to move, and as the traffic was diverted to the former 
_ Grand Trunk line, arrangements were made to place on that property some of 
_ the employees of the abandoned line. No yard-stick could be found which 
_ would accurately measure the amount of work from month to month which 
_ could be given employees from the abandoned line. The great difference in 
_ years of service and seniority standing as between the Canadian Northern and 
_ Grand Trunk employees created the bitterest feeling between the employees them- 
_ selves and against those responsible for such conditions. 

; Similar conditions prevailed at several other points on the Canadian 
_ National Railways System, but one further instance will suffice to emphasize 
_ the serious consequence from economies already effected. The town of Big 
_ Valley, Alberta, located on the former Canadian Northern Railway between 
' Calgary and Edmonton, about 132 miles from Calgary, was formerly a divi- 
- sional point on that line. A summary of the facts are as follows:— 


a 1. Big Valley was created as a divisional point by the Canadian Northern 
_ Railway. 

i: 2. The employees purchased property on which to build their homes from 
a subsidiary of the Canadian Northern Railway Company, whose officers 
- encouraged the employees to purchase property by the assurance that there 
' was no intention of moving the terminal from Big Valley. 

4 3. The employees were obliged to spend considerable money in the pur- 
_ chase and maintenance of homes, and the payment of taxes; the aggregate 
_ assessable value of both land and buildings of the town having reached over 
_ $487,100. By May, 1988, the assessable value of the same property was but 
~ $203,300. 

1 4. After the amalgamation of the former properties into the Canadian 
National Railways, the traffic formerly handled through Big Valley was diverted 
over the former Grand Trunk Pacific Railway, thus necessitating many of the 
employees moving away from their homes in order to follow the traffic, whilst 
others were thrown out of work. 


By the Chairman (Right Hon. Mr. Graham): 

h Q. Is there not a statute now which provides that if a terminal is moved 
from one point to another, the company moving it has to pay the expenses 
/ of the employees?—A. That is referred to just a little later on. 

‘ 5. In the diversion of traffic and the subsequent partial abandonment of 
Big Valley as a divisional point, the property held by the employees had 
' greatly depreciated and the men were unable to maintain their homes at Big 
' Valley, or to dispose of them. Instance the case of one employee who, unable 
to retain his home and pay taxes thereon, disposed of his property for one 
dollar and also paid the transfer costs. 

6. Had the company entirely abandoned Big Valley as a divisional point 
‘it would have been required, under section 179 of The Railway Act, to com- 
pensate the employees for the loss of property occasioned thereby; but whilst 
_ the terminal staff was entirely removed, one engine and train crew was retained 
which, in the opinion of the employees, was done for the sole purpose of 
' evading its responsibility under the provision of the Act. An application was 
‘subsequently made to the Board of Railway Commissioners on behalf of the 
employees and hearing thereon held in Edmonton on October 10, 1931, but the 
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Board’s Judgment denied the application on the ground that “The applicants 
having failed to bring themselves within section 179 of The Railway Act, the 
Board has no jurisdiction to deal with the matter.” 

What was done by the Canadian National Railways in the foregoing 
instance was prompted on grounds of economic expediency and is merely what 
any other railway company would do, without regard for the sacrifice suffered 
or losses sustained by the employees. . 

From these and other similar experiences: from amalgamation, together 
with experiences from co-operative measures and pooling of services already 
referred to the sense of security of employment and residence location have 
been greatly impaired or destroyed. Therefore, railway labour cannot be ex- 
pected to become enthusiastic over any assurances which may be made for 
compensation to them for losses resulting from the proposal under review. 


4. LABOUR’S CLAIM TO COMPENSATION 


It has been intimated that in certain estimates of savings to be effected 
no provision was made for compensation to employees who would be displaced. 
It should be remembered that, in railway work, conditions of employment are 
unique in many respects. To build and operate railways, men must move to 
distant points to perform the services peculiar to that enterprise, and necessary 
to national development. They and necessary business interests have estab- 
lished homes and communities as a result of railway construction and operation 
designed for public convenience and necessity. The values and civil life of 
such communities have grown with the progress of our country, promoted 
largely through service rendered by the railways. The Big Valley case, above 
cited, is typical of the sacrifices of railway labour already suffered and of what 
may be expected from further indiscriminate economies. 

Railway labour has never placed any obstacle in the way of technological 
changes or improved railway equipment or facilities but, on the contrary, has 
encouraged such improvements. However, labour has not been slow to recog- 
nize that the inevitable result of much of these modern facilities has been 
to reduce their number required for railway services. In all of these displace- 
ments, losses have been suffered by railway labour, by the communities and by 
the country as a whole which it is impossible to estimate. These sacrifices 
have been made without due appreciation of the obligation upon the industry 
or the enterprise itself. 

It is conceded that a very large percentage of saving already effected by 
co-operation and pooling has been at the expense of labour, also that those who 
advocate unification have stated that the chief economies therefrom are ulti- 
mately to be made by saving labour. Any economies that require labour to bear 
an uneven amount of the burden should bear close scrutiny. We, therefore, desire 
to make the following observations. 


The difficulty with the railways is not the fault or the direct responsibility 
of labour. It has had no part in the management nor has it been consulted 
on the policies followed. It has been to all intents and purposes a part of the 
equipment to be used if, as and when required, with this difference, however, 
that invested capital in equipment must be paid for through interest charges, 
regardless of whether it is in actual use or idle, while labour is not paid or com- 
pensated unless actually employed by the railways. In other words, if there 
is not traffic to move, employees are reduced accordingly, with consequent loss 
of wages. Therefore, the human element does not receive comparable treatment 
with material investment. Apart altogether from the fact just referred to, we 
state without reservation that the efficiency and productivity of the employees — 
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r is steadily rising and in support of such statement, we submit the following com- 
_ parison between 1920 and 1936; the data used being taken from reports of the 
- Dominion Bureau of Statistics: — 


For each employee in 1920 the Canadian railways had a net operating 

revenue of $78.80. For each employee in service in 1936 they had a net 
operating revenue of $423.40, which was an increase in net operating 
7” revenue per employee as compared with 1920 of 437-3 per cent. In 1936 
a the net operating revenue per hour of employee’s service was 483-9 per 
4 cent greater than that of 1920 and the net operating revenue per dollar 
of employee’s compensation increased during this same period by 520-4 
per cent. 
‘i. It is respectfully submitted on behalf of railway labour that if the interest 
on capital expenditures for unused power and rolling stock of the railways, or 
of unused plant or equipment in industry, due to depression of falling off of 
business, constitutes legitimate overhead charges against the consumer, it seems 
to logically follow that unemployed workers from similar causes should have 
an equally legitimate claim upon a larger share from industry as compensa- 
4 tion for the loss of employment opportunity. Moreover, in any further co-opera- 
_ ___ tive measures involving labour displacement, definite provision should be made 
‘ for equitable treatment to railway labour by compensation from the industry 
for any and all loss of employment opportunity. 


By Hon. Mr. Haig: 


e @. You do not take into consideration, for instance, that the common stock 
has paid no dividend for the past five years; that the money invested by the 
people of Canada, $675,000,000, has not paid any return either?—A. Are you 
speaking of the original investment? 
b 4 Q. Any investment.—A. There is a big difference. 
9 @. The people of Canada do not get a single dollar of return on all the 
fe | money they have put into the Canadian National Railways, and the shareholders 
~ of the Canadian Pacific do not get a dollar for all the money they have put into 
a the C.P.R. I know many people in Manitoba, some of them railway people, 
who have five or ten shares in the C.P.R. They paid $150 a share for it, I 
. think, about ten or twelve years ago. They do not get any dividends on that. 
So that part of your statement is not correct——A. To what extent is it not 
correct? 
Q. Half the capital of the C.P.R. is in common stock, and the people who 
put up that money get nothing—A. Well, senator 
| = Q. And on all the money put up by the people on the Canadian National 
| they get nothing either—A. I would prefer at the moment not to discuss the 
actual investment in the Canadian Pacific or any other private company and the 
inflated value of it to-day. There is a great difference to the people of Canada. 
= Q. I am talking about the people who bought stock in the C.P.R. and paid 
|) for it. If I am wrong I want you to correct me. 
} Hon. Mr. Rosinson: What does his statement say? 
iy a Hon. Mr. Haic: At the bottom of page 29 it says:— 
le 3 It is respectfully submitted on behalf of railway labour that if the 
interest on capital expenditures for unused power and rolling stock of 
em the railways, or of unused plant or equipment in industry, due to depres- 
sion or falling off of business, constitutes legitimate overhead charges 
against the consumer— 


- Hon. Mr. Rogryson: I think all he asks is that the workers should have 
equally legitimate claim. 
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Hon. Mr. Hare: They are paid. 
Hon. Mr. Rosrnson: That they should have an i lee claim. 


Hon. Mr. Hata: He says the people who have put money into the company 
get dividends. They do not. That is the trouble. 


Hon. Mr Rosinson: I think your argument is vee ‘but I do not think 
he claimed quite what you say he did. 


The Cuairman (Right Hon. Mr. Graham): All right. 
The Witness (reading): 


5. LABOUR TURNOVER 


Prior to and during this investigation by your Honourable Committee, it 
has been stated that the annual labour turnover on the ‘Canadian Pacific 
Railway is almost five per cent; that each year almost five per cent of the 
employees, die, retire, seek other employment or leave the service for other 
reasons. It has also been stated that more than twenty per cent of the present 
employees of the Canadian Pacific have five years or less service. 

As representatives of the organized classes of railway labour, we are not 
in possession of employment figures covering all classes of employment on the 
Canadian Pacific, and if the five per cent referred to embraces all classes of 
employees, including casual workers, we are not competent to challenge that 
percentage. We assert, however, that in some classifications there is not an 
annual labour turnover of five per cent and, moreover, there are thousands of 
railway employees who began employment many years ago who are to-day 
waiting re-employment—men of twenty and twenty-five years’ experience. It 
was stated by President Beatty, on behalf of the Canadian Pacific Railway (page 


543 Proceedings) :— 


It is true that more railway workers will leave the service in the 
time required for unification that would be necessary to accomplish the 
estimated saving. That is, however, not the same thing as saying that 
no ont will lose employment. The fact that, for example, a locomotive 
engineer retires does not necessarily open an immediate opportunity for 
the employment of an accountant or a freight checker who can be 
dispensed with as a result of unification. There are, however, certain 
compensating facts. One is that we should have available the entire 
employment opportunities of the two railways. That is, under unifica- 
tion, the transfer to useful employment of labour saved will be easier 
than is the case with two independent systems. 


Inasmuch as locomotive engineers are referred to, we believe the following 
will be of interest: Totalling the names of locomotive engineers on the lists 
of the sixteen seniority districts on the Canadian Pacific Railway, we find that 
in 1928 there were 3,750 names. A check of these lists, revised as of 1938, shows 
2,850 names. Therefore, from various causes, there was in this ten-year period 
a reduction of 900, or an annual average of 90. If retirement continued on that 
basis, it would require slightly more than 31 years to retire the number of 
engineers now on the seniority lists. If five per cent had retired each year, 
there would have been 1,314 of these men retired instead of the 900. The 
average annual retirement was 2:4 per cent. In March of this year, there was 
approximately 1,597 of the 2,850 now on the seniority lists who were actually 
employed as engineers. 

Similar information covering the Canadian National Railways shows: 
Totalling the names of locomotive engineers on the lists of the eight seniority 
districts on that property, we find that in 1928 there were 3,440. A check of 
these lists, revised as of 1937, shows 2,924 names. Having regard to the fact 
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that 183 names were added during that period, we conclude, therefore, that 
_ from various causes, there were in this nine-year period 649 engineers removed 
from the seniority lists, or an annual average of 72. If retirement continued on 
that basis, it would require slightly more than 40 years to retire the number of 
engineers now on the lists. The annual average retirement was 2 per cent. 
In April of this year there was approximately 1,970 of the 2,924 actually 
employed as locomotive engineers. These figures are taken from records avail- 
' able and applicable to locomotive engineers only. Being one of the senior 
groups, their average annual retirement would naturally be greater than in a 
_ younger group and, therefore, we submit it is a conservative estimate of what 
_ may be expected as a labour turnover in all classes of employment. 


We also have information regarding another group of employees which 
- includes train despatchers, station agents, assistant station agents, telegraph 
_ operators, telegraph linemen and levermen. The total number of employees in 
_ this group, as shown by the seniority lists for the Canadian Pacific Railway 
on December 31, 1928, was 3,806. By December 31, 1937, the number had 
_ been reduced to 3,299, a displacement of 507 which was a reduction of 13-32 
per cent in nine years. During the same period only 188 new employees were 
hired. On the Western Region of the Canadian National Railways comparative 
figures show: 1,987 employees on December 31, 1928, and 1,585 on December 31, 
' 19387, a reduction of 402 or 20-23 per cent. New employees hired during that 
nine-year period totalled 130. 

Another startling fact regarding labour dispiacement. In 1929 there were 
187,486 employees engaged in all services in the operation of Canadian rail- 
' ways. According to the Preliminary Report of the Transportation Branch of 
_ the Dominion Bureau of Statistics, the monthly average number of employees 
- on both the Canadian National and Canadian Pacific Railways for 1937 was 
125,300. During the intervening years, the monthly average frequently dropped 
to between 116,000 to 120,000. It is somewhat astonishing, but nevertheless 
a fact, that whilst there has been considerable agitation and complaint from 
some quarters because of reduced dividends on capital investment, there has 
been apparently little concern shown for the deplorable loss in human values. 

i It should be recognized that no class of Canadian citizens has done more 
- during the most crucial years of the depression to share available work with 
- their fellow employees than have railway labour. Such action resulted in large 
_ numbers of railway employees being taken care of to the extent that they 
were kept off relief, thereby lessening the otherwise increased burden upon Cana- 
' dian taxpayers. 

| It has been submitted in support of unification that five per cent of the 
- employees per annum leave the services and, consequently, there will be very 
little displacement of labour, also that the saving of labour would come from 
_ a policy of not hiring additional workers to take the place of those leaving the 
' service during the period of bringing unification into effect. It should be 
- emphasized, however, that serious consideration should be given to the phase 
of the situation regarding employment opportunity. The problem of unemploy- 
' ment is still acute and to close any opportunity of work with the two largest 
- employers in Canada would seriously affect thousands of citizens already unem- 
_ ployed as well as the youth who annually are leaving our schools and colleges, 
_ in increasing numbers, with diminished opportunities for gainful employment. 


6. RETIREMENT PENSIONS PLANS 


It has been suggested in some quarters that to overcome loss of employment 
~ the pension plans of the railways might be utilized to the extent that employees 
a be retired before reaching the age of 65 years. 
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If serious consideration of such suggestion should be given by your Honour- 
able Committee, we believe it would be helpful if you had knowledge of a few 
pertinent facts in connection with the pension plans involved:— 


(1) There are some thousands of the employees who, from various causes, 
are not eligible to participate in the present pension plans, regardless of age of 
retirement. 

(2) The pension plan of the Canadian Pacific Railway is not similar to that 
of the Canadian National Railways. That is to say it is not exactly the same. 
They are both contributory. What is meant is that they are not the same in 
principle. 

(3) The pension plans of both railways are contributory. Those employees 
eligible for pension privileges on the Canadian Pacific contribute 3 per cent of 
their wages, while the employees on the Canadian National may contribute from 
1 to 10 per cent of their wages. 

(4) Pension plans of both railways are based on retirement at age 65, but 
while the plan of the Canadian Pacific provides that employees may continue, 
under certain conditions, beyond that age, the Canadian National does not con- 
tain similar provisions. 

(5) The pension plan of the Canadian Pacific provides that contributions 
from the Railway Company are voluntary; consequently the employee has no 
legal claim for pension, while the Canadian National provides a legal obligation 
to pay the pension at retirement. 

If these railways were placed under unified management, it would mean 
that employment would also be unified, resulting, in many instances, that there 
-would be an interchange as between employees of the corporate lines, thereby 
ereating a condition where an employee of one line would of necessity take service 
on the other line, where under its pension rules such employee may not be eligible 
for pension privileges and could not contribute towards the plan. It should be 
borne in mind that one of the principal rules of each plan is continuity of service 
on such railway. The same condition would apply in the event of further 
co-operative plans or pooling of services, which necessitates an interchange of 
employees as between the corporate lines. 


7.e COMMUNITY AND NATIONAL INTEREST 


Seldom has a community developed before a railway was constructed to 
serve it; where the contrary is true, there generally were other means of trans- 
portation. With respect to the overwhelming majority of the present individual 
~ communities throughout the Dominion, the railroads were the first to come and, 
logically, should be the last to go. To permit the railways to leave or to unduly 
curtail reliable transportation facilities would be to break faizh with hundreds of 
thousands of our citizens who have founded these communities, built their homes 
and established their places of business on the faith that the railways would 
always give them that which is so vital to community life and social existence, 
namely adequate, continuous and dependable transportation. A discontinuance 
of railway service will leave the citizens at the mercy of other unregulated and 
unreliable transportation agencies not under Federal control. It will also result 
in destruction of private businesses and homes and will virtually wipe out real 
estate values, all of which have been predicated upon the faith of the people of 
those communities that the railways would continue to serve them. This faith 
of the people and of the communities in our railways must not be lost sight of, 
and according to long-established Canadian principles, this faith and the public 
interest requires and justifies the availability of the railway service in all com- 
munities dependent upon them. 

There is a powerful appeal through patronage between the small business 
man and his close neighbour who owns a truck. However, many business men 
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feel kindly towards the railways because these business men and their communi- 
ties have grown up with that particular railway. Likewise, many communities 


lean heavily upon the railways for tax sources and income that are so vital to 
the maintenance of their local governments and to the subsistence of their people. 
All of this good feeling towards the railways would be extinguished by the results 
of unification. 

The evil effects of railway unification would by no means be confined to 
small individual communities; the prosperity and welfare of large cities and the 
entire Dominion is involved in the proposed plan. It is inconceivable that the 
proposed contraction of the two separate and distinct transportation units could 
possibly be accomplished without far-reaching injury to the general public. 
Railways by their nature must offer certain unprofitable services so, necessary 
and indispensable to modern civilization. Obviously, public welfare and the 
national interest demands that the identity of the two major railways be main- 
tained and continued under separate management. 


8. WAGES OF RAILWAY LABOUR 


Occasionally reference has been made to alleged high wages of railway 
employees and its effect upon the railway problem. Therefore, we desire to give 
the following authentic information bearing on this subject:— 


A study of the average monthly earnings by Canadian railway workers will 
immediately explode the fallacy of high railway wages in Canada. The official 
records compiled by the Transportation and Public Utilities Branch of the 
Dominion Bureau of Statistics and certified by the comptrollers or other officers 
of the railway companies will definitely establish the fact that the majority of 
the Canadian railway employees received average monthly earnings substantially 
below that necessary for a proper, comfortable and healthful standard of living. 

There were 10,707 Canadian railway employees who in the year 1936 
received average monthly earnings of less than $65 per month. This group 
embraced chiefly maintenance of way labourers who engaged in hard manual 
labour, who are exposed to all types of weather conditions and who likewise are 
the victims of irregular and uncertain employment due to the seasonal character 
of the work performed by them. 

There was a total of 15,025 employees, representing 12-4 per cent of the 
entire group, who received $75 per month or less. In this group will be found 
telephone switchboard operators, regular apprentices, car cleaners, station agents, 
non-telegraphers (small station) and others. 

There were 41,238 employees, representing 34 per cent of the total, who 
received less than $85 per month. In this group ranging between $75 and $85 
were bridge and building department apprentices, sectionmen, storemen, freight 
handlers and others. 

There were 50,337 Canadian railway employees, or 41-5 per cent of the total, 
who received average monthly earnings of less than $110 in 1936. In this group 
below $110 will be found many skilled mechanics who must serve apprentice- 
ship or engage in their work for years before being qualified or possessed of 
sufficient skill for the performance of the service required of them. This group 
includes carmen, moulders, stationary engineers, signalmen, helpers to mechanics, 
floating equipment employees and others. 

Almost three-quarters earned less than $125 per month in 1936. Below 
this figure were 87,331 employees, or 71:9 per cent of the total. In this group 
were carpenters and bridgemen, section foremen, blacksmiths, boilermakers, 
clerks, carmen, electrical workers, machinists, pipe-fitters, sheet metal workers 
and switch tenders. 

There were only 15-7 per cent of the employees who earned $150 per month 
or more. In the group earning between $125 and $150 per month were bridge 
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and building foremen, pile driver, ditching, hoisting and steam shovel employees, 
constables and policemen, station agents (telegraphers and telephoners), fore- 
men in freight sheds, sleeping and parlour car inspectors and conductors, road 
freight brakemen and flagmen, yard brakemen and helpers and yard firemen and 
helpers. 


By Hon. Mr. Calder: 
Q. In these figures you include only actual earnings; those are not the 


rates of wages?—A. They are the actual amounts earned. 


Q. I understand, for example, the railway men agreed among themselves 
with the railway companies that the men would be employed only a certain 
number of hours a day. In certain classes of work I can quite understand 
that on account of conditions existing a man would earn less than his rate of 
wage if times were normal.—A. These are averages, Senator Calder. 

@. These are actual earnings?—A. Yes. 

Q. Not rates of pay?—-A. They are averages for the rate of pay in the 
eroup. 

Q. That was earned?—A. Yes. 

Q. Quite right—A. 

Only 15-7 per cent of the total number of employees earned more than 
$150 per month. There were 112,727, or 92-8 per cent of the total, who 
earned $200 or less. In this group with earnings ranging from $150 to $200 
per month are assistant engineers and draftsmen, extra gang and snow plough 
foremen, signal foremen, foremen linemen, inspectors and sergeants of police, 
supervisory agents and assistants, road passenger brakemen, baggagemen and 
flagmen, yard conductors and yard foremen, engineers, firemen and others. 

Less than 2 per cent of the total number of employees, including the 
officials, earned more than $250 per month. Out of the total of 121,447 em- 
ployees, there were 119,154, or 98-1 per cent of the total, who fell below $250 
per month. Those earning from $200 to $250 per month embraced miscellaneous 
officials, general foremen, train despatchers and traffic supervisors, yardmasters, 
road passenger and road freight conductors and road freight engineers and 
motormen. 

There were 2,293 whose earnings were over $250 per month. Of this number 

585 were executives, general officers and assistants; 896 were division officers 
and the remainder were road passenger engineers and motormen who had devoted 
a major part of their working lives to the service prior to accumulating sufficient 
seniority to enable them to hold this limited number of preferred positions. 
_ When it is found that less than 2 per cent of those engaged in actual 
railway service, including the officials, earn in excess of $250 per month, that 
almost 75 per cent of the railway employees earn less than $125 per month, that 
40 per cent earn less than $100 per month, that 12-4 per cent earn less than 
$75 per month and that 8-8 per cent earn less than $65 per month, it will 
readily be observed that the impression held by many with respect to high 
railway wages is the result of a vivid imagination based upon inaccurate 
rumours, rather than upon reliable and official statistical facts. 

Moreover, we wish to say that wage rates in effect on Canadian railways 
are from 10 per cent to 14 per cent lower than those paid on United States 


railroads. 


V. CONCLUDING COMMENTS 


One of the basic causes for the financial difficulties of the Canadian National 
Railways is the assumption and guarantee by Parliament of the obligations 
created by the several bankrupt lines which were merged in that System. This 
action, involving a debt of approximately one billion dollars with additional 
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i expenditures of about $250,000,000 for rehabilitation of such lines, was a burden 
_ which properly belonged to the people of Canada as a whole. Such action was 


taken to preserve the credit of Canada and not generally regarded as a sound 
railway investment. 

This debt was charged to the Canadian National Railways and recognized 
as a burden which could not be liquidated from the operation of the property. 
That view was sound having regard to the fact that a large percentage of the 
railway was built and operated for national development and public service from 
which no return on investment was anticipated. It was reported by the Duff 
Commission that a large part of the money so invested should be regarded 
as lost. 

To segregate our railways from other forms of transport for investigation 


in search of economies to meet fixed charges, inherited as described, without 


regard for the value of national economy and public service, cannot produce 
an equitable and lasting solution. Any benefits attained by such a course 
must be purchased at the sacrifice of those of our people who are dependent 
upon railway operation for employment and service. This would again trans- 
fer the burden of inherited and accumulated debt from our people as a whole 
to the relatively small portion affected, who are chiefly railway employees and 
residents in the communities which owe their existence to railway operation. 
The sacrifices experienced in such amalgamation and co-operative measures 


as have already been made effective supply ample evidence of what may be 


expected from similar economies proposed. Against a repetition of such measures 
being carried out, irrespective of the interests of labour or public welfare, we 
hereby respectfully register a vigorous protest. 

Another point referred to during the inquiry should be clarified. It was 
suggested that highway services might substitute for rail lines proposed to be 
abandoned, thus leaving a portion of the country without reliable transport 
facilities. Concerning such proposal, it should be emphasized that the railways 
constitute our basic and only dependable means of transportation for all com- 
modities, at all seasons of the year in the territory served, and are under regula- 
tion by Federal Government authority. With the assurance of continued trans- 
portation, irrespective of climatic or other conditions, communities and business 
interests have grown and developed. Abandonment of railway service would 
carry with it elimination of existing guaranteed services under Federal regulation, 
leaving the people at the mercy of unregulated road transport, now in a chaotic 
condition. Such action could only increase the difficulties and delay necessary 
measures for an equitable and lasting solution of our transport problem. More- 
over, to abandon railways and sacrifice labour in order to increase traffic to 
subsidized and unregulated transport competitors would constitute an economic 


. folly and an inexcusable social injustice. 


If your Honourable Committee accept the statement made during this 
inquiry that “It must be clear that co-operation, in the degree that it might be 
made effective, would have the same results as unified management in respect 
of displacement of labour,” then your responsibility is the greater. There is no 
doubt that the greatest percentage in any reduction of operating costs, either 
through co-operative measures or unification, will be taken from the wages of 
labour. Therefore, notwithstanding the somewhat vague assurance given of the 
intention to compensate labour for losses sustained as a result of implementing 
the unification proposal, we view with apprehension the inevitable effect which 
further such economies would have on labour. Moreover, if the offer to com- 
pensate labour for losses resulting from unification is accepted as fair, then 
consistency demands that similar provisions should be made for the results of 
co-operative measures. 

We should keep in mind that our population is much smaller than our great 
country, with its abundant natural resources and its gifted people may well 


- support. With a potentially expanding population, it is impossible to perceive 
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any wisdom in deflating and condensing our railway transportation system. In 
its true light, railway unification arises out of either a counsel of despair or a 
narrow regard for financial profit. It may be a short-cut to higher returns on 
capital investment, but it is not the way to public welfare and national progress. 

Unification or line abandonment is repugnant to the best interests of our 
country, not only in time of peace, but especially in time of war when extensive 
and reliable railway facilities are of vital importance. Our experience convinces 
us that all the existing railway facilities would be fully utilized in the event of 
international strife. It is, of course, the hope of all our citizens that war will 
not again occur, but it is surely shortsighted and unwise to suggest that we 
should destroy or abandon many important sections of our railway system. 

In the review and comments here submitted, we have endeavoured to bring 
to your attention the effects upon the Canadian people as a whole which, in our 
opinion, would occur from amalgamation, unification, abandonment or further 
pooling of services. If, in the judgment of those in authority, there must be 
further co-operative measures, effect to such action should not be taken unless 
and until provision is made whereby labour’s interests are protected and com- 
pensated for loss. In the consideration of any such measures, railway labour 
will be found ready and willing to sit down with others concerned and give 
sympathetic consideration to all practical and humane proposals submitted. 

At no time in Canada’s history has organized labour shown a greater 
appreciation and understanding of the magnitude and complexity of the problems 
confronting our various governments. That an equitable and humane solution 
of these problems challenge leadership and co-operation throughout the whole 
field of industrial and commercial organization and betwen them and the govern- 
ments should be readily conceded. Their solution demands leadership fully 
imbued with a desire and determination to serve the national welfare rather 
than provincial or setcional interests. In a word, the major problems of all 
governments are primarily human problems and, therefore, must be approached 
from that standpoint. The final solution of our national financial burden will 
only be found in a fuller realization and appreciation of human values and the 
best interests of national welfare. 


VI. SUMMARY AND RECOMMENDATIONS 


Summarizing the foregoing observation and comments concerning the subject 
matter of your Honourable Committee’s inquiry, we respectfully submit and 
recommend :— 

1. That in any conclusions reached as a result of your inquiry, the human 
element and general public interest be accorded first place in the consideration 
of such conclusions. 


2. That the best means of relieving Canada of its finencial burden conse- 
quent to the railway situation is for the Federal Parliament to first become 
clothed with the necessary legislative competence to enable it to deal effectively 
by regulation and control of all forms of transportation of passengers and freight 
for hire, together with a like legislative competence to deal with all related 
factors to the transport enterprises in its various aspects. This will involve 
the following steps:— 

First, amendments to the British North America Act— 


(a) to empower the Federal Parliament to control and regulate all 
commercial transport agencies as works for the general advantage 
of Canada, and 


(6b) to empower the Federal Parliament to enact social and industrial 

legislation of general interest and welfare to the people of Canada. 

: Second, having been clothed with the necessary legislative competence, 

immediate measures be taken to so regulate common carriers of passengers 

or freight for hire, by air, water or highway, first to ensure a larger amount 
[Mr. W. L. Best.] 
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of revenue from these agencies and, second, to equalize the conditions 
under which these competitive agencies and railway transportation are 
carried on. 


EA 3. That immediate measures be taken to ensure that any employee who 
loses his employment as a result of co-operative measures or any form of 
unification of railway services and facilities, shall be compensated for the loss 
occasioned by such displacement. 


4. That in the interest of maintaining harmony and good-will between rail- 
way managements and employees, the long-established and successful labour 
relations prevailing in the railway enterprise be not disturbed. To maintain 

this relationship will serve to dispel apprehension and the sense of insecurity 
_ which has been created by the fear of unification. 


5. That in the consideration of any further co-operative measures at least 
_ sixty days’ notice be given to the representatives of the employees directly con- 
cerned and also the right and opportunity of such representatives to meet in 
joint conference with the railways considering such co-operative measures. 


| 6. That the identity of the two major railways be maintained and that the 
proposal for unified management be discarded as contrary to human and national 
welfare. 


7. That the present policy, which assigns to the Board of Railway Commis- 
- sioners for Canada full authority to determine and finally decide what steam 
_ railway services shall be maintained as a public necessity and convenience, be 
continued; but no such powers should be given any government authority which 
_ could arbitrarily force upon one railway a co-operative or unification measure 
g or line abandonment proposed by another railway. 
‘ 8. That a committee or commission be appointed to continue a study of 
- the whole transportation problem until a practical and humane solution is 
reached, and also that provision be made thereon for a representative from 


railway labour. 


4 The foregoing is respectfully submitted for the careful and favourable 
~ consideration of your honourable committee with the firm conviction that our 
~ recommendations (including those set out in Appendix “B”, “C” and “D”) are 
_ fundamentally and economically sound and in the best interests of public 
welfare and our national economy. 


_ THOMAS TODD, J. B. WARD, 


Vice-president and Dominion Legis- Acting Assistant Grand Chief Engi- 
lative Representative, Order of neer, Dominion Legislative Repre- 
Railway Conductors. sentative, Brotherhood of Loco- 


motive Engineers. 


im A. J. KELLY, 


Dominion Legislative Representative, WM. L. BEST, 
Brotherhood of Railroad Trainmen. Vice-president, National Represen- 


tative, Brotherhood of Locomo- 
tive Firemen and Enginemen. 


|) Ww. V. TURNBULL, 
| Vice-president, Brotherhood of Main- 


tenance of Way Employees. W. H. PHILLIPS, 
4 Vice-president, Order of Railroad 
_ RJ. TALLON, Telegraphers. 


President, Division No. 4, Railway 
Employees’ Department, and Secre- P. M. DRAPER, 
tary-treasurer, Trades and Labour President, Trades and Labour Con- 
Congress of Canada. gress of Canada. 


1312 SPECIAL COMMITTEE 


FOLLOWING IS A LIST OF THE LABOUR ORGANIZATIONS, WITH 
AN APPROXIMATE MEMBERSHIP OF 175,000, ON WHOSE BE- 
HALF THIS SUBMISSION IS MADE 


Brotherhood of Locomotive Engineers. 

Brotherhood of Locomotive Firemen and Eneinemen: 

Order of Railway Conductors. 

Brotherhood of Railroad Trainmen. 

Order of Railroad Telegraphers. 

Brotherhood of Maintenance of Way Employees. 

Brotherhood of Railway and Steamship Clerks, Freight Handlers, Express 
and Station Employees. 

International Association of Machinists. 

Brotherhood of Railway Carmen of America. 

International Brotherhood of Boilermakers, Iron Shipbuilders and Helpers 
of America. 

International Brotherhood of Blacksmiths, Drop roe and Helpers. 

International Brotherhood of Electrical Workers. 

United Association of Plumbers and Steamfitters. 

International Association of Sheet Metal Workers. 

International Brotherhood of Firemen, Oilers and Shop Labourers. 

International Moulders’ Union of North America. 

Commercial Telegraphers’ Union. 

Division No. 4, Federated Railway Trades. 

Trades and Labour Congress of Canada. 


[Mr. W. L. Best.] 
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APPENDIX “A” 


" Montreal, Que., Oct. 28th, 1933. 
\. Mr. 8. J. Hungerford, Mr. Grant Hall, 


Acting President, C.N.R., Vice-President, C.P.R., 
Montreal, Que. . Montreal, Que. 


_ Dear Sirs: 
; When the Senate and the House of Commons were debating and enacting 
__ legislation to implement the recommendations of the Duff Commission, which 
legislation has become known as the Canadian National-Canadian Pacific Act, 
1933, the Conference Committee of General Chairmen and Grand Officers repre- 
» senting Engineers, Firemen, Conductors, Trainmen and Telegzaphers, was 
ie enabled, with the assistance from various sources, to have incorporated in the 
_ Act certain provisions intended to take care of the interests of the employees 
in the event co-operative measures, plans or arrangements are agreed upon by the 
Railways. Among such provisions is one intended to provide for the apportion- 
ment of employment as between the employees of the two railways. 
Subsection (1) section 16, Part 11 of the Act reads in part—“They are 
_ further directed that whenever they shall so agree they shall endeavour to pro- 
a vide through negotiations with the representatives of the employees affected, as 
- part of such measure, plan or arrangement, or otherwise, for a fair and reasonable 
apportionment as between the employees of the National Railways and Pacific 
_ Railway, respectively, of such employment as may be incident to the operation 
~ of such measure, plan or agreement.” 
4 The Conference Committee would like to receive from you the assurance 
that the Railways will make such arangements as may be necessary, in the 
nature of advance notice to and opportunity for the representatives to participate 
in negotiations, to make effective the intent of the above mentioned section of 
m the Act. 
A reply at your convenience will be appreciated. 
Yours truly, 


| J.B. WARD, Bol. DALY, 
Chairman Conference Committee, Secretary Conference Committee, 
4348 Coolbrooke Ave., 522 McIntyre Block, 
Montreal, Que. Winnipeg, Man. 


Montreal, Que., November 24th, 1933. 


e Mr. J. B. Ward, Mr. B. L. Daly, 
Chairman, Conference Committee Secretary, Conference Committee 
of General Chairmen, of General Chairmen, 
| Montreal. Montreal. 
© Dear Sir— . 


Ma Referring to your letter of October 26th regarding the legislation known as 
- the Canadian National-Canadian Pacific Act, 1933. 
i a The provisions of this Act are, of course, known to us and it should not be 
- necessary for us to assure you that the Railways will be governed thereby. 


| = Yours truly, 
i) GRANT HALL, S. J. HUNGERFORD, 


Vice-President, Acting President, 
Canadian Pacific Railway Co. Canadian National Railways Co. 


603353 
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Montreal, February 22, 1934. 


J.B. Ward, 
4348 Coolbrooke Ave., Montreal. 


Implementing the Canadian National-Canadian Pacific Act 1933 with 
respect to co-operative measures, plans and arrangements for the purpose of 
effecting economies, a study of further pooling of Canadian National and Cana- 
dian Pacific Railway passenger trains has been made. As a result of this study 
it is contemplated, subject to approval of the Board of Railway Commissioners, 
that additional pool trains will be operated between Montreal and Toronto. 
There will be inaugurated at the same time pooled services between Montreal 
and Quebec. When the approval of the Board of Railway Commissioners has 
been received you will be notified of the changes in train services. 


W. A. MATHER. 


Montreal, February 23rd, 1934. 
Mr. J. B. Ward, 
4348 Coolbrooke Ave., Montreal. 


Dear Sir: 

With further reference to my telegram of yesterday. 

I am now in receipt of advice that the proposed changes in train service 
have been approved by the Board of Railway Commissioners. Under this 
arrangement the pooling of through passenger train service will be extended 
effective March 11th, to include all through passenger train traffic in the follow- 
ing pool areas: 

Between Montreal and Quebec. 

Between Montreal and Toronto. 

Between Ottawa and Toronto. 


The following duplicate through trains in the pool areas will be cancelled 
effective the date shown above: 

1st—Between Montreal and Quebec—the afternoon and night trains of the 
Canadian National. 


2nd.—Between Montreal and Toronto—the day trains of the Canadian 
Pacific now operating via Trenton. 


3rd.—Between Ottawa and Toronto—trains between Ottawa and Bedell 
which formerly connected with trains 37 and 20. 


Yours truly, 
(Signed) W. A. MATHER. 


[Mr. W. L. Best.] 


’ 
: 
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CANADIAN PACIFIC RAILWAY COMPANY 
Office of the General Manager, Eastern Lines 
Montreal, March 1, 1934. 


Mr. J. B. Ward, Mr. S. H. Carson, 
General Chairman for Engineers, General Chairman for Conductors, 
Montreal Montreal 
Mr. Hugh Richmond, Mr. A. McGovern, ; 
General Chairman for Trainmen, General Chairman for Trainmen, 
Montreal Montreal 
Dear Sirs: 


Referring to our discussion of March Ist in reference to employment 
incident to the operation of pooled train services with the Canadian National 
Railways as set forth in my letter of February 23rd last. 

As I informed you, this extension of the pooling arrangement will result 
in an approximate equalization as between the two companies in respect of the 
number of train miles to be cancelled and the number of pooled train miles to 
be operated by each company. 

If in the working out of the arrangement the employees affected consider 
that the apportionment of employment incident thereto is not fair and reasonable 
as between the employees of the Canadian National and those of this company, 
this company will be very glad to join with the Canadian National in considering 
any representations which may be submitted on behalf of those employees of 
the two companies who may be involved and in endeavouring through joint 
negotiations to bring about a satisfactory adjustment. 


Yours truly, 


W. A. MATHER, 
Assistant to the Vice-President. 


Montreal, Que., March 2, 1984. 


Mr, W. A. Mather, 
Assistant to Vice-President, 
Canadian Pacific Railway, 
Montreal, Que. 


= Dear Sir: 


We beg to acknowledge receipt of your letter of March Ist, addressed to 
the undersigned, setting out your position with respect to what is required of 
the railways before the pooling arrangement, as referred to in your wire of Febru- 
ary 22nd, and letter of February 23rd, is put into effect. All of which is simply 
a reiteration of what you said on behalf of the company at our conference 
yesterday. 

Part 2, Section 16, subsection 1 of the Act known as the Canadian National- 
Canadian Pacific Act 1933, reads in part as follows:— 


They are further directed that whenever they shall so agree they 
shall endeavour to provide through negotiations with the representatives 
of the employees affected, as part of such measure, plan or arrangement 
or otherwise, for a fair and reasonable apportionment as between the 

_ employees of National Railways and Pacific Railways, respectively, of 
such employment as may be incident to the operation of such measure, 
plan or arrangement. 

60335—34 
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According to our understanding of the foregoing excerpt from the Act, the 
railways are obligated to follow a certain procedure before any plan, measure or 
arrangement for pooling of trains can legally be made effective. Request is there- 
fore again made that you take the necessary steps to bring about a conference 
between the representatives of the railways and of the employees affected as 
contemplated by the Act. 

We shall be glad to hear from you that such arrangements are under way, 
and in view of all the circumstances, feel it will be quite obvious to you why 
we shall expect advice from you in this connection on or before Tuesday, 
March 6th. 

Please forward copy of reply to home addresses of Ward, Carson and 
McGovern, and to Mount Royal Hotel, Montreal, for Richmond. 


Yours truly, 


S. H. CARSON, J.B. WARD, 
General Chairman O.R.C. General Chairman B. of L.E. 
A. McGOVERN, HUGH RICHMOND, 
General Chairman B. of R.T. General Chairman B. of L.F. & E. 


CANADIAN PACIFIC RAILWAY COMPANY 


Office of the General Manager, Eastern Lines 


Montreal, March 5, 1934. 


Mr. J. B. Ward, ; Mr. 8. H. Carson, 
4348 Colbrooke Avenue, 217 Evelyn Avenue, 
Montreal Toronto, Ont. 
Mr. Hugh Richmond, Mr. A. McGovern, 
Mount Royal Hotel, 58 Oakmount Road, 
Montreal Toronto, Ont. 


Montreal, March 5, 1934. 
Dear Sirs: 

This will acknowledge receipt of your joint letter of 2nd instant. 

T enclose herewith to each of you copy of special Joint Circular No. 2, out- 
lining the pooling arrangement and changes in train service incidental thereto. 

I may state that the railways are prepared to comply in all respects with 

_ the provision of the statute to which you refer. 
As I indicated to you in my letter of Ist instant, there is an approximate 
equalization in the train miles cancelled and the pooled train miles to be 
- operated but, if in the opinion of the employees you represent the operation 
of the pooling arrangement described in this circular results in any unfair 
or unreasonable apportionment of employment as between them and the 
employees of the Canadian National Railways, this company will be quite 
ready to join in negotiations with the Canadian National and the representatives 
of the men’s organizations on both systems to bring about a satisfactory adjust- 
ment. 

I would suggest that, if you have any representations to make in regard to 
the matter, you should communicate them also to the representatives of the 
several classes of employees affected on the Canadian National whose concur- 
rence would, of course, have to be obtained in any action that might be taken 

under the provision to which you refer. 


Yours truly, 
W. A. MATHER, 
Assistant to the Vice-President. 
(Mr. W. L. Best.] 
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JOINT LEGISLATIVE COMMITTEE 
RAILWAY TRANSPORTATION BROTHERHOODS 


March 10, 1934. 
- Hon. R. J. Manion, M.D., M.C., 


Minister of Railways and Canals, 
Ottawa, Ontario. 


Dear Mr. Minister: 


Please accept our thanks for your courtesy in meeting the delegation of 
Officers of the Railway Labour Organizations yesterday afternoon. It is the 
more appreciated when we know of the numerous demands upon your time, 

especially when Parliament is sitting. 
: In accordance with your suggestion to write you, we desire to confirm the 
representations made when we asked for your interpretation of the last clause 
of subsection (1) of Section 16 of the Canadian National-Canadian Pacific 
_ Act, 1933, and its application in relation to railway employees affected by 
co-operative measures, plans and arrangements for the pooling of services and 
_ facilities under this Section of the Act. Section 16, subsection (1) reads:— 


16. (1) The National Company, for and on behalf of itself and/or 
any or all other of the companies and other elements of which National 
it Railways as defined by this Act is composed, and the Pacific Company, 
for and on behalf of itself and/or any or all other of the companies and 


; other elements, of which Pacific Railways as defined by this Act is com- 
posed, are, for the purposes of effecting economies and providing for 
ip more remunerative operation, directed to attempt forthwith to agree 
i and continuously to endeavour to agree, and they respectively are, for 
‘4 and on behalf as aforesaid, authorized to agree, upon such co-operative 
i measures, plans and arrangements as are fair and reasonable and best 
adapted (with due regard to equitable distribution of burden and advant- 


age as between them) to effect such purposes. They are further directed 
that whenever they shall so agree they shall endeavour to provide through 
negotiations with the representatives of the employees affected, as part 
of such measure, plan or arrangement or otherwise, for a fair and reason- 
able apportionment as between the employees of National Railways and 
Pacific Railways, respectively, of such employment as may be incident to 
the operation of such measure, plan or arrangement. 


It is our understanding that this clause was to ensure that, concurrently 
with and as a part of such measure, plan or arrangement for the purpose of 
effecting economies the railway companies shall endeavour to provide through 
negotiations with the representatives of the employees affected for a fair and 
reasonable apportionment as between the employees of the National Railways 
and Pacific Railways, respectively, of such employment as may be incident. to 
the operation of such measure, plan or arrangement. In other words, whilst the 
first part of Subsection (1) provides a statutory direction to the railways to 
attempt to agree upon co-operative plans or arrangements for the purpose of 
effecting economies, the last clause of the Subsection also provides a statutory 
direction to the railways, as a part of such plan or arrangement to endeavour 
to provide for a fair and reasonable apportionment of the employment between 
the employees of the two railways making such plan or arrangement. 

. We understand the spirit and intent of this direction carries with it the 

implication that notice must be given to the representatives of the employees 
affected, with necessary details of any plans or arrangements for the pooling 
_ of traffic or facilities, sufficiently in advance to afford the representatives of the 
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employees a reasonable opportunity to agree upon, an equitable apportionment of 
the work and, subsequently, meet a joint committee of the railways for this 
purpose. 

In the case of the proposed pooling of trains between Montreal and Quebec 
and the additional pooling service between Montreal, Toronto and Ottawa 
recently announced, no official notice was received by the employees until 
February 22nd last when the Canadian Pacific first informed their representa- 
tives by wire that the approval of the Board of Railway Commissioners had 
been requested and as soon ag such approval was received the proposed new 
services would be made effective March 11th. Although subsequent communica- 
tions might indicate that the railways were willing to negotiate with the repre- 
sentatives of the employees respecting the apportionment of the work, we con- 
tend that the spirit and intent of this clause of the Act has been violated in that 
sufficient and appropriate opportunity was not afforded the representatives of 
the employees to negotiate with the railways, nor were necessary details of the 
new pooling arrangements furnished the representatives of the employees to 
enable them to duly consider the apportionment of the work incident to the new 
pooling arrangements. 

As requested of you yesterday, we shall appreciate very much an expression 
of your opinion as to the intent and purpose of the last clause of Subsection (1) 
of Section 16 of the Act. 

Thanking you in anticipation of a reply at your earliest convenience, I 
remain. 

Respectfully yours, 
(Sed.) WM. L. BEST, 
Secretary, Joint Legislative Committee. 


Signed on behalf of the Vice-Presidents and General 
Chairman of the Standard Railway Labour Organizations. 


OFFICE OF THE MINISTER OF RAILWAYS AND CANALS 


Ottawa, March 12th, 1934. 
Dear Mr. Best: 

I have received your letter of the 10th instant, and, as promised, I am 
placing the representations before the managements of the two railways at 
once and recommending it. 

Yours sincerely, 
(Sed.) R. J. MANION. 
Woy. BEST, Esq. 
Secretary, Joint Legislative Committee, 


Railway Transportation Brotherhoods, 
506 Birks Building, Ottawa, Ontario. 


JOINT LEGISLATIVE COMMITTEE 
RAILWAY TRANSPORTATION BROTHERHOODS 


Ottawa, Ontario, March 20th, 1934. 


Hon. R. J. Manion, M.D., M.C., 
Minister of Railways and Canals, 
Ottawa, Ontario. 


Dear Mr. Minister: 


Referring to our letter of March 10th which confirmed the conference you 
accorded our delegation the previous day, you were kind enough to acknowl- 
[Mr. W. L. Best.] 
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Ka edge same, under date of the 12th instant, stating you were placing our 
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representations before the managements of the two railways and recommend- 
ing them. 

As requested of you at our conference on the 9th instant and in the con- 
cluding paragraph of our letter of the 10th, we shall appreciate very much an 
expression of your opinion as to the intent and purpose of the last clause of 
subsection (1) of the section 16 of the Canadian National-Canadian Pacific Act, 
1933. The members of the delegation you were kind enough to meet are very 
anxious to have this expression of your opinion at your earliest convenience. 


Again thanking you for your courtesy and in anticipation of an early 
reply, I remain 
Respectfully yours, 


(Sed.) WM. L. BEST, 
Secretary, Joint Legislative Committee. 


OFFICE OF THE MINISTER OF RAILWAYS AND CANALS 
Ottawa, March 21st, 1934. 
Dear Mr. Best: 


IT took up with Mr. Fullerton the matter you discussed. with me, and I 
think the attached copy of a letter from him covers your request. 

I also received your letter of March 20th, and I think this reply from 
Mr. Fullerton applies to this as well. 


Yours sincerely, 


(Sgd.) R. J. MANION. 
WL BEST -Esq., 


Secretary, Joint Legislative Committee, 
Railway Transportation Brotherhoods, 
506 Birks Building, Ottawa, Ontario. 


CANADIAN NATIONAL RAILWAYS 
Montreal, March 20th, 1934. 


~ Dear Mr. Manion: 


I duly received your letter of the 12th instant enclosing copy of a com- 
munication from Mr. W. L. Best on behalf of the Vice-presidents and General 
Chairmen of the Standard Railway Labour Organizations giving their inter- 
pretation of the last clause of subsection (1) of section 16 of the Canadian 


~ National-Canadian Pacific Act, 1933. 


Our officers are quite in accord with the view that the employees con- 
cerned should have the earliest possible advance notice of co-operative changes 
affecting their employment and particularly when the changes involve a dis- 
tribution of work between the employees of the two railways. 

Our officers are quite prepared to have, and in fact think it desirable that 
there should be, a joint meeting between officers of the two railways for the 
purpose of having a general discussion of the principles which it is desirable 
to follow in dealing with various co-operative measures. 

Following such a meeting it might be possible to arrange for a small 


Y joint special committee of the employees’ representatives to be constituted to 
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- meet with the railways’ joint co-operative committee when required. Such a> 
committee, say of three, could be given adwance information and consulted 
to an extent which would not be possible with a larger body. 


Yours faithfully, 


(Sed.) C. P. FULLERTON, 
Chairman. 
Hon. R. J. Manion, M.D., 
Minister of Railways and Canals, Ottawa. 


JOINT LEGISLATIVE COMMITTEE 
RAILWAY TRANSPORTATION BROTHERHOODS 


Ottawa, March 26th, 1934. 


Hon. R. J. MANION, M.D., M.C., 
Minister of Railways and Canals, 
Ottawa, Ontario. 


Dear Mr. Minister: 


Your favour of March 21st, enclosing copy of a letter from C. P. Fullerton, 

Chairman of the Board of Trustees of the Canadian National Railways, is 
hereby acknowledged. 
We note that the officers of the Canadian National Railways are quite 
in accord with the view that the employees concerned should have the 
earliest possible advance notice of co-operative changes affecting their employ- 
ment, and particularly when the changes involve a distribution of work between 
the employees of the two railways. 

Inasmuch as your favour of the 12th instant intimated that you were placing 
our representations before the Managements of the two Railways, we shall 
appreciate having the views of the Canadian Pacific Railway Company concern- 
ing the subject. “We are assuming that the letter from Mr. Fullerton expresses 
the views and desire of the officers of the Canadian National Railways, but 
does not speak on behalf of the Canadian Pacific Railway. | 

Thanking you in anticipation of a reply at your earliest , convenience, I 
remain 


Respectfully yours, 


(Sgd.) WM. L. BEST, 
Secretary, Joint Legislative Committee. 


OFFICE OF THE MINISTER OF RAILWAYS AND CANALS 


Ottawa, March 28th, 1934. 
‘Dear Mr. Best: 


I have received your further letter of the 26th instant. 
I have not had any reply from the Canadian Pacific, but, as soon as I do, 
shall be glad to advise you. 


Yours sincerely, 
(Sed.) R. J. MANION. 
W. L. BEST, ESQ., 
Secretary, Joint Legislative Committee, 
Railway Transportation Brotherhoods, 
Ottawa Electric Building, Ottawa, Ontario. 
[Mr. W. L. Best.] 


Dear Mr. Best: 
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OFFICE OF THE MINISTER OF RAILWAYS AND CANALS 
Ottawa, Canada, June 12th, 1934. 


I have just received a letter from Mr. Beatty in regard to the matter you 


discussed with me, and am enclosing a copy for your information. 


Yours sincerely, 
| (Sed.) R. J. MANION. 
W. L. BEST, ESQ., 
Secretary, Joint Legislative Committee, 


Railway Transportation Brotherhoods, 
Ottawa Electric Building, Ottawa, Ontario. 


CANADIAN PACIFIC RAILWAY COMPANY 
Office of the Chairman and President, 


Montreal, June 9, 1934. 
Hon. R. J. Manion, -M.D., M.C., 


Minister of Railways and Canals, 
Ottawa. 


Dear Mr. Manion: 
Referring to your letter of March 12th last, enclosing copy of a letter from 


Mr. W. L. Best, written on behalf of the Vice-Presidents and General Chairmen 


of the Standard Railway Labour Organizations as to the procedure to be 
followed in the carrying out of co-operative measures under the Canadian 
National-Canadian Pacific Act, 1933. 

Upon receipt of your letter I instructed Mr. Hall to discuss this matter 
with you, and was later advised by him that he had outlined our views in 
conversation with you. 

I thought it wise to withhold our final reply until the whole question could 
be considered by the Joint Executive Committee of the two railway companies, 


q constituted for the purpose of carrying out the terms of the Act. 


The matter was discussed at a recent meeting of the Committee, and 
the conclusion reached was that in order to give effect to the spirit and intent 


s of Section 16 (1) of the Act, negotiations with representatives of the employees 


as to the apportionment as between the employees of the two companies 


respectively of such employment as may be incidental to the operation of any 


co-operative measure, should follow agreement between the Companies as to 
such co-operative measure, and approval thereof by the Board of Railway 
Commissioners, in cases in which such approval is required. 


Yours truly, 


(Sgd.) E. W. BEATTY, 
Chairman and President. 
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APPENDIX “B” 


RECOMMENDATIONS OF DOMINION JOINT LEGISLATIVE 
COMMITTEE, RAILWAY TRANSPORTATION BROTHERHOODS 


First. That all buses and trucks operating within Canada be placed under 
the control, administration and supervision of a transport commission (with 
like powers of the Board of Railway Commissioners for Canada) requiring 
operation under conditions similar to those imposed upon the railways, especially 
with regard to the fixing of rates, tariff charges, accommodation and facilities 
for passengers and shippers, etc. 

Second. That immediate measures be taken for the elimination of destructive 
competition caused by duplicating highway services; the classified licensing 
of all commercial vehicles within prescribed areas; restrictions against the dis- 
continuance of any licensed highway services without giving public notice and 
subject also to the approval of competent authority. 

Third. That all common carriers using the highway for revenue purposes 
be taxed on a basis commensurate with the use they make of the highways, 
having due regard to the costs of construction and maintenance, including 


interest on bonded indebtedness. 


Fourth. That owners be required to furnish guarantee of sufficient financial 
responsibility to ensure the payment of any claims for damages which may be 
legally assessed against them. 


Fifth. That no bus or truck be permitted to operate on the highway for 
revenue purposes where adequate transportation facilities already exist, or where 
the steam railways can and are willing to provide these facilities. 


Sixth. That in the interest of safety, operators of all motor vehicles be 
required to pass a qualifying physical examination, particularly regarding visual 
acuity, colour perception and hearing; also that restrictive measures be enacted 
to prevent excessive hours on duty of all operators of motor vehicles. 


Seventh. That commercial motor vehicles be restricted to a reasonable 
maximum tonnage, limited to the hauling of but one trailer and also restricted 
to standard width of construction to be fixed by competent authority. 


Eighth. That uniform legislation be enacted to ensure reasonable standards 
in regard to working conditions, including wages and hours of labour in high- 
way motor vehicle operation; also safe and modern equipment for all such 
vehicles, together with adequate periodic inspection thereof. 

Ninth. That early steps be taken to adjust any constitutional questions 
which may be involved in reaching a basis from which to formulate uniform 
regulations governing motor vehicles on the highways throughout Canada. 


Tenth. That following this conference, early consideration be given to 
the desirability of constituting a board, committee or commission to carry on a 
continuous study of the ever-changing transportation problem with the primary 
object of conserving and protecting the human element involved; also to consider 
appropriate measures to safeguard, as far as may be practicable, the interests 
of all concerned. 


[Mr. W. L. Best.] 
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APPENDIX “C’’ 
1933 DOMINION-PROVINCIAL CONFERENCE RESOLUTIONS 


1. This conference is of opinion that schedules of rates and charges of com- 
mon carriers should be published, subject to such legislation as may be enacted 
in each Province. 

2. The conference agrees that, within the schedules of rates as published, 
common carriers of freight shall accept and carry what is offered to them, with- 
out undue discrimination between customers. 

3. This conference endorses the principle that common carriers of persons 
and property shall be suitably insured. 

4. The conference agrees that common carrier operators shall keep accounts 
and shall render returns to appropriate public authority as and when required. 

5. The conference recommends that legislation be enacted limiting the mileage 
or hours of labour of operators of passenger vehicles. 


6. The conference agrees that, in the interest of public safety, a standard of 


fitness should be required of all public vehicles used in the transportation of 


passengers. 

7. This conference agrees that operators of public passenger vehicles should 
require a medical certificate of physical fitness to operate such vehicles. 

8. This conference is of opinion that a licence should only be granted to 
common carriers of passengers and freight where it can be proved to the satis- 
faction of the licensing authority that the service proposed to be rendered is in 
the public interest. 

9. This conference believes that a Dominion inter-Provincial conference to 
discuss transportation matters should be held at least once each year. 


APPENDIX “D” 
1935 DOMINION-PROVINCIAL CONFERENCE RESOLUTIONS 


REGULATION OF TRAFFIC 


It was resolved to submit eleven recommendations which are set out below, 
and which refer only to: vehicles used for the transportation of passengers and 
freight for hire which are specially licensed by the provinces for highway 
transport—taxi and delivery service vehicles not being included. 

(1) That the Minister of Transport arrange to collect information regarding 
rates prescribed or charged by public carriers of freight and passengers in the 
various provinces and rates charged by the railway companies and communicate 
such information to the provinces to the end that a fair and equitable basis may 
be arrived at for the establishing of uniform rates for highway transportation of 
passengers and freight. 

(2) That the principle that carriers of passengers and freight for hire shall 
be required to carry insurance covering all risks be endorsed. 

(3) That operators of vehicles for the transportation of passengers and 
freight for hire be required to keep accounts of their operations and to submit 
returns to the provincial authority in such form and at such intervals as may 
be required. 

(4) That legislation be enacted by the provinces limiting the hours of labour 
of drivers of vehicles used for the transportation of passengers or freight for hire. 

(5) That in the interests of public safety a standard of fitness should be 
required of all vehicles used in the transportation of passengers or freight for 
hire. 
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(6) That in the interests of public safety a standard of physical fitness as 
evidenced by a certificate of a medical practitisner be required of all drivers of 
vehicles used in the transportation of passengers or freight for hire. 

(7) That a licence should only be granted for the operation of vehicles for 
the transportation of passengers or freight for hire where it can be proved to 
the satisfaction of the licensing authorities that the service proposed is a public 
necessity and convenience. 

(8) That every province establish a fair standard of wages to be paid to the 
drivers of vehicles used in the transportation of passengers or freight for hire. 


(9) That with a view of securing a uniform act for all provinces covering 
the operation of vehicles used in the transportation of passengers and freight 
for hire the Department of Transport secure the legislation, and regulations now 
in existence dealing with such vehicles and submit this information to the various 
provinces. 

(10) That valuable services can be rendered to every province in Canada 
if a permanent committee consisting of representatives of the provinces be set 
up with a secretary established in the Department of Transport, whose office 


would collect and distribute data relative to legislation and regulations in effect . 


or contemplated in various jurisdictions. 

(11) That the principle of securing basic uniformity and comparability 
in the matter of road transport statistics be endorsed by this conference, and 
that instructions be issued to the Dominion Bureau of Statistics to proceed with 
the discussion of a detailed plan with the Provincial authorities to the end of 


‘meeting what has become both a provincial and national necessity. 


I should like to direct particular attention to the recommendations made 
in appendixes “B”, “C” and ‘“D”. They deal with the conclusions reached by 
the 1933 Federal-Provincial Conference; second, the representations made on 
behalf of labour, and in the last one the conclusion: reached by the Federal- 
Provincial Conference of 1935. 


At 1 p.m. the committee adjourned until the Senate rises this afternoon. 


AFTERNOON SITTING 
The committee resumed at 4.30 p.m. 


The Cuarrman (Hon. Mr. Beaubien): Are you ready to go on, gentlemen? 
Mr. Best, will you take the stand? Colonel Biggar has a few questions to 
put to you? 


Mr. W. L. Best was recalled as a witness, and took the stand. 


By Mr. Biggar: 


Q. Mr. Best, where did you get the quotation on page 29 about the difference 
in the operating revenue for each employee in 1920 and to-day?—A. The 
Dominion Bureau of Statistics. 

Q. But where? What publication? I will tell you why I ask. I have 
looked up the number of employees and the revenue as reported in the Canada 
Year Book of 1922-23, for the year 1920, and the number of employees is 
185,177, and the total revenue $492,101,000. This works out, as far as I was 
able to do the calculation, at somewhere about $260 odd per employee. I worked 
out the corresponding figures for 1936, and I find that on the Canadian National 
and the Canadian Pacific there was a total of 131,200 odd employees, and total 
revenues of $330,500,000, which worked out at $252 per employee. In other 

[Mr. W. L. Best.] 
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words, instead of there being the increase that that quotation gives there was 


actually a drop of $13 per employee——A. Perhaps the difference is in the 
calculation. You are calculating, as I understand it, the figures for the Canadian 
National and the Canadian Pacific only. 

Q. Not for 1920. I took all the steam railways in Canada. That is the 
way it is given, at page 729, I think, of the Year Book for 1922-23-—A. These 
figures are supposed to cover all steam railways in Canada. 

Hon. Mr. Hata: Those could not be the figures. 


By Mr. Biggar: 

Q. It does not look possible-—A. The only answer I can give at the moment 
is that these figures were prepared by our statistician. He is not here to-day. 
The accuracy of them can be checked by the Dominion Bureau of Statistics. 

Q. Very good. I will have that done—A. We are willing to rest our case 
with the Dominion Bureau of Statistics. The figures are taken by our statistician 
from the reports issued by the Dominion Bureau of Statistics—I mean the 
annual reports of steam railways. 


By Hon. Mr. Haig: 

Q. Look at the figures. yourself. Don’t you think they are wrong? Just 
look at them. Don’t you think they are wrong if a man in 1920 earned only 
$79 and a man in 1936 earned $326. 

Right Hon. Mr. MricHen: He earned that in respect of each man employed. 

Mr. Biacar: I have done my best to check the figures, and they seem to me 
to be in the neighbourhood of $250 and $260 for the two years. I wondered 
where the quotation came from. 

Hon. Mr. Danpuranp: Are the figures given by Mr. Best as to 1936 
correct according to your own figures? There is a big jump. 

The CHarrMANn (Hon. Mr. Beaubien): You find here a reduction. 

Hon. Mr. Hata: In Great Britain, as we know by the Waters article, there 


_ was an increase of productivity of the men. It took four men in 1923 to do the 
_ work done by three in 1934. 


- t= S> 


ee 


Hon. Mr. Danpuranp: The witness has given his source, so this can be 
verified quite easily. 

Right Hon. Mr. MrticHen: Oh, yes, but it cannot be right. 

The Wirness: May I interrupt to clarify a statement on the bottom of 
the same page you are referring to? During the reading of this Senator Haig, 
I think it was, questioned the accuracy of the statement at the bottom of page 


_ 29, which says:— 


It is respectfully submitted on behalf of railway labour that if the 
interest on capital expenditures for unused power and rolling stock of 
the railways, or of unused plant or equipment in industry, due to depres- 
sion or falling off of business, constitutes legitimate overhead charges 
against the consumer, it seems to logically follow that unemployed 
workers from similar causes should have an equally legitimate claim 
upon a larger share from industry as compensation for the loss of employ- 
ment. opportunity. Moreover, in any further co-operative measures 
involving labour displacement, definite provision should be made for 
equitable treatment to railway labour by compensation from the indus- 
try for any and all loss of employment opportunity. 


What we stated was not an expression of opposition to what we recognize 
as a legitimate charge under the Railway Act. Interest on equipment, loco- 


_ motives or rolling stock, is a perfectly legitimate charge. The only claim 
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Labour is making is that if a locomotive that I am running for a month is 
unused for the next month, the wages of the capital invested in that locomotive 
go on if it is in the shops, but if I am idle mine do not go on. Railway 
labour claims that they should go on just the same. 


By Hon. Mr. Haig: : 

Q. My contention was this. The road pays dividends on some parts of 
the borrowed money, but on the capital part it pays nothing. There is no 
dividend paid by the C.P.R. or the Canadian National—A. Every statement 
that has been made by a railway company to the Government has showed as a 
legitimate overhead charge—and they are supposed to show it—the interest 
on the money invested in rolling stock. That is done in every annual statement. 

Q. But not on the money invested in the common stock, nor the money 
the Canadian people have put into the Canadian National. 

Hon. Mr. Huaressen: The witness is talking about rolling stock, which is 
always financed by borrowed money. 

Hon. Mr. Hata: I know railway men in Winnipeg who have bought ten 
shares of stock and paid as much as $1,500 for it. Some of that money went 
into rolling stock. 

The Witness: The statement has no reference to stock held by employees 
or anybody else. 

Hon. Mr. Murpock: That has nothing to do with this question. 

Hon. Mr. Haic: Certainly it has. There is one other thing I want to 

ask— 


By Mr. Biggar: 

Q. Now, the next point with regard to the figures that I was going to 
call your attention to was the relation of the figures on pages 31 and 32. I 
think either you have not put your case as strongly as it can be put, or that 
there is something wrong with the figures——A. Which figures? 

Q@. Take locomotive engineers on the Canadian Pacific first. You say at 
the top of the page that in 1928 there were 3,750 of those locomotive engineers, 
and that a check of the lists revised as of 1938 shows 2,850 names.—A. Yes. 

Q. Now, what exactly does that mean? Do you mean to say that of the 
3,750 people who were on the list in 1928, there were still 2,850?—A. That is 
correct, Colonel Biggar. Those are taken from the seniority lists. 

Q. There were 2,850 of the same men? 

Hon. Mr. Murpock: No, not necessarily the same men. 


The Wrirness: Not necessarily the same men. 


By Mr. Biggar: 

Q. That is the whole point to which you are directing yourself here.— 
A. But, Colonel Biggar, the statement also takes into account the retirements 
for all causes, and those who have come into the service. 

Q. In that paragraph it says nothing about how many men came into 
the service. 

Hon. Mr. Rosinson: It does in one of the other paragraphs. 

Mr. Biccar: It does in the two next paragraphs. 


The Wirness: My information is that there were no new engineers added 
to the list during that period. 


By Mr. Biggar: 


Q. That the whole 2,850 were on the list in 1928?—A. Yes. 
Q. That is what I wanted to make clear, and what your memorandum 
[Mr. W. L. Best.] 
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does not say. Are you sure of that? The reason I ask you is this: I under- 
_ stood that the average age of locomotive engineers was now somewhere around 
_ 60.—A. I could not answer that offhand, Colonel Biggar. 

* Q. You do not know about that?—A. I could not tell you the average 
age, because if that information is right it is perfectly obvious that that list 
would exhaust itself in much under thirty-one years. 


> By Hon. Mr. Calder: 


Q. Mr. Best, you state that in the year 1928 there were 3,750 names on 
that list, and that ten years later, that is 1938, there were 2,850. That means 
that you are telling us that not one single engineer was added for a period 
of ten years?—A. That is right. 

Q. There was no promotion from fireman to engineer for a period of 
ten years?—A. No. 

Q. That seems an extraordinary condition—A. Let me illustrate that 
Senator Calder. On the Manitoba district of the Canadian Pacific Railway 
on the first of this year—I am speaking in round figures there were approx- 
imately 1,000 locomotive engineer men, engineers and firemen, on the Canadian 
Pacific, on what is known as the Manitoba district, from the head of the 
Great Lakes to the Saskatchewan boundary. That is approximately the senior- 
ity district. In round figures, about 500 are locomotive engineers, promoted 
engineers, and about 500 are firemen, on the firemen’s seniority list. Not one 
of the locomotive firemen had a job the first of this year at all, and the half 
of the men who are engineers were serving as firemen on the left side of the 

cab. In other words, there were not sufficient jobs on both sides of the cab 
for all of the engineers. 
4 ae It simply means that during the good years your list was swelled?— 
. Yes. 

Q. And that from then on down to the present time you have had sufficient 
engineers on that list to take care of all the work that was offering?—A. Yes. 
We have men in the locomotive service who have had 25 years of locomotive 
service, some of whom passed their examinations as engineers and have run 
locomotives, and have not a job to-day. 


. 


i By Hon. Mr. Murdock: 
- Q. Have not a job firing, you mean?—A. No, have not a job firing. 


By Mr. Biggar: 
) Q. You do give a figure, in the next paragraph, of 133, as being added to 
_ the Canadian National. The average age of the engineers must be getting very 
high now, if there have been no new ones added to the list, so far as the 
_ Canadian Pacific is concerned, and only 133, so far as the Canadian National 
» is concerned.—A. That is information that I think can be secured accurately 
from the records of the company. 


i: By Hon. Mr. Calder: 

ha Q. The average age must be practically ten years higher than what you 
_ say there, if you have not added any for ten years——A. You have a variety 
in the ages at which they entered the service. Some men who are being retired 
_ to-day probably started in at the work of a locomotive engineer at 17 or 
18, and others started at 25. 


By Mr. Biggar: 
: Q. But Senator Calder’s point is that your average age has gone up ten 
years in the last ten years—A. No doubt of that. 


, 
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Q. That leads me to the other point that you have dealt with, about aver- 
age wages. There is a point that is made against you by the public which 
I do not think is really met by what you have got in your memorandum. The 
point that is made against you by some members of the public—not by this 
Committee—is really this, that 30 years ago the average wage of railway 
employees, according to returns that were published by the Bureau of Statistics, 
was somewhere under $500—I think the average figure was $487—while the 
average wage of railway employees to-day is nearly $1,400. I am not saying 
that that is not proper, but that is the point that is made against you. And 
what is suggested is that that increase is more than proportionate to the increases 
that have occurred in the same period in any other occupation.—A. Is it dis- 
proportionate to the productivity? 

Q. That is not what I am asking. I do not think anybody has discussed 
that. But the figures that I have before me—and I have checked one of 
them, and imagine the other is easily checkable—show that in 1907 the total 
number of employees on the steam railways of Canada was 124,112, and the 
total salaries and wages were $58,719,493, whereas in 1936 the number of 
employees was 132,781, and the total salaries and wages were $182,638,364. 
Now, I suppose there has been a very substantial increase in the average wage 
of railway employees in the last thirty years, has there not? I am not saying 
it is too high now, but that increase has taken place-—A. In how many years? 

Q. Thirty—from 1907 to 1936—A. Yes. A substantial increase was 
made in the wages of what were recognized as low-paid railroad men when 
the McAdoo award was made. That was regarded as a levelling up. The 
well-paid men did not receive the same percentage of increase as the low- 
paid men. 

Q. But there was an increase?—A. Yes, a very substantial increase for 
all the railway workers. I think there was a larger proportionate increase made 
at that time than at any other one time. I am speaking from memory now; 
I have not the figures before me. 

Q. I think the figures can be checked. I have checked the 1907 figure. 
—A. I am advised, Colonel Biggar, that we can hae our case with the Dom uden 
Bureau of Statistics, on the figures that have been submitted. 


By Hon. Mr. Calder: 

(. But so far as those increases are concerned, your view is that the bulk 
of those increases took place in the lower wage schedules?—A. That is my 
impression, because there were a larger number of low-paid employees that 
were affected by a substantial increase. I think it can be said that the larger 
number were regarded as lower-paid employees at that time. 

Q. Would you care to say that the percentage of increases in that field 
was larger than the percentage of increases in the upper field?—A. I could not 
say that definitely, no. Other officers have been handling the matter of wages 
and working conditions, and I have not been as familiar with that as some 
of the other officers. 


By Mr. Biggar: 

Q. The next point is this: You put the case of railway employees—I do 
not say too high, but very high, that is to say, that no change should be made 
in the way of carrying on railway service which would adversely affect any 
employees of it. If any change is made which involves the non-requirement 
of employees, you say they ought to be compensated?—A. Yes. 

Q. Now you recognize, of course, that that is not true in any other kind 
of occupation in Canada. Whatever may be said for the soundness of the 
principle that each industry ought to take care of its own employees, it is not 
done in any industry in Canada at the moment, is it?—A. Not in very many. 

[Mr. W. L. Best.] 
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QQ. Well, in any?—A. Well, I cannot give you an example of one at the 
moment. I think the answer to that is found in the $308,000,000 we have spent 
since 1930 for relief. 

_ Q. I am saying that on general principles a strong argument can be made 
in favour of each industry taking care of its unemployment.—A. We submit 
that is one of the practical steps in the direction of improving our whole 
national economy as well as the economic success not only of the railways but 
- of other industries. 

: Q. That has been done to some extent in England and it is being done to 
some extent in the United States now, but in both cases, am I right in thinking 
that it is only on the basis of contribution?—A. The results of the new legisla- 
_ tion in Great Britain are not yet a matter of public record. Only to-day I had 
a communication from England bearing on the legislation and the results. 

: Q. I am speaking of the legislation that is now twenty-five years old, I 
mean the Unemployment Insurance legislation that is twenty-five years old. 
- That has been on the basis of contribution by both employers and employees 
ever since it was introduced—A. Yes. 


K 
a 


Q. And that is true of the new social security legislation in the United 
; Q. Have you in mind that it should be a non-contributory guarantee against 
- loss of employment in railways?—A. Non-contributory on behalf of the 
a: Q. Yes—A. Well, we did not have in mind— 

r Q. What did you have in your mind?—A. We did not have in mind, Colonel 
i Q. But that is compensation—A. Yes; but it is compensation by the indus- 
_ try suggested at the bottom of page 29 in the paragraph I read. 
| Q. I gather that applied equally to co-operation and to unification?— 
4 A. Yes. 

- to the elimination and waste and duplication, are they not?—A. Yes, largely. 

: Q. 1 do not quite follow how you support compensation for railway 


me dtates?—A. Yes. 

employees? 

( 

: Biggar, strictly an unemployment scheme. 

| Q. But on a non-contributary basis?—A. Certainly. 

i. Q. Now, as you know, both co-operation and unification are really directed 
a employees and not for other employees, because at page 14, in speaking of high- 


competition between railways and road operators is damaging, resulting as it 
- does in waste and duplication of effort.” Now, if the railway employees are 
_ to be compensated and taken care of, is it not also true that the same principle 
- ought to apply to highway transport employees?—A. We would not deny them 


~Q. You would not oppose that?—A. No. 
ae Q. If everybody comes under a scheme of that kind at the same time, you 
| cannot limit it to one particular class of employees?—A. I think I can better 
- answer that, Colonel Biggar, in this way. The first thirteen or fourteen pages 
of our submission are designed to suggest that the entire transportation field 
has that inherent weakness. 
Q. I know; but I am not on that point—A. I know. But the whole struc- 
ture has been destroyed by reason of these new forms of competition, without 
| the regulation imposed upon the railways and the railway employees. . 
ry Q. But you would not suggest there was not some waste and duplication in 
| _ the railways, even regulated as they are?—A. No, I would not say that. ea 
/ - Q. What I am pointing out is this. You object to waste and duplication 
| in the highway transport field, but you do not suggest compensation; and where 
808354 
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there is waste and duplication in the railway field, it must only be eliminated 
with compensation terms?—A. We had no brief on behalf of the employees 
engaged in other means of transportation. 

Q. I think that is perfectly fair. You are really thinking of the railway 
employees, and not more widely?—A. Yes. 


By Hon. Mr. Hugessen: 


Q. And you were, Mr. Best, basing yourself to some extent on the already 
admitted provisions of section 179 of the Railway Act, which is an admitted 
principle?—A. Yes, the principle is admitted. 


By Hon. Mr. Calder: 


Q. But, Mr. Best, if that principle is to be applied to railway employees, 
how in the world will Parliament ever get away from applying it to other 
classes of employment in Canada? If on account of conditions, we will say, the 
development, for instance, of new machinery and other inventions, the industrial 
life of Canada changes, and men are thrown out of employment, as they would 
be, don’t we get to a point where the State must take such measures as will 
provide every person so thrown out of employment compensation? Does it not 
really boil down to the fact that we must have unemployment insurance? 
That is what it comes down to.—A. Senator, we have got to the first part of it, 
to the part where we have seen the result of industry not carrying its burden 
as the result of technological changes. That is what we have tried to tell the 
committee, and as well that sooner or later someone on behalf of Canada must 
face this matter. 

Q. I agree with you.—A. I know as well as any other taxpayer or repre- 
sentative citizen that we are just going from bad to worse, and the more 
technological changes we have the worse are the results. Where are they going, 
to the State? Or where else? The locomotive that pulls the transcontinental 
train out of here to-night has a hauling capacity equivalent to ten locomotives 
when [ started to fire a locomotive forty-eight years ago. What is the answer? 

Mr. Bracar: I agree with you. 

Hon. Mr. Cauper: I think we will all agree with that. 


The Wirness: We have been watching those things down through a period 
of years. I am not saying there is not some employment, mind you, by tech- 
nological improvement. We all know there have been hundreds and millions 
of dollars created by the newest forms of transportation. We recognize that. 


By Mr. Biggar: 


Q. But is not that your argument, either that technological unemployment 
ought not to go on, or industry ought to bear its share of unemployment?— 
A. Right. 

Q. In other words, you are really making an argument for social security? 
—A. Yes. 


By Hon. Mr. Calder: 


Q. The position as I see it is briefly this, Mr. Best. Let us suppose—it is 
only a supposition—that this committee unanimously agrees on unification, 
and unification takes place. It means that hundreds, yes, probably thousands 
of men on our railways would be thrown out of employment. Your argument is 
to the effect that that should not take place unless these men are taken care 
of properly?—A. Yes, that is part of the argument. 

Q. It is the gist of your argument?—A. Yes, it is. 

Q. Our difficulty is that the same condition is existing in all industries in 


Canada. Depression comes, and an employer of 2,000 men has to lay off 1,000 | 


of them, and there is no way of taking care of them. It all leads, in my mind, 
[Mr. W. L. Best.] 
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the conclusion that there is only one way to take care of the situation, and that 
is how they are taking care of it in the United States and, I suppose, in Great 
- Britain as well. You must have unemployment insurance in order to take care of 
a situation that grows out of those conditions. You don’t mean to take the 
stand that progress must not go on?—A. No. 
yg Q. That waste and unnecessary duplication should be allowed to continue. 
You cannot take that stand as a reasonable man. But you do take this stand, 
_ and it is reasonable, that when such a condition exists, and men are put out of 
_ employment, they must be properly taken care of?—A. Yes. I think, Senator, 
it is the ambition of every Canadian that as many men be kept in employment 
as possible. Immediately a man takes the first step away from self-reliance, 
it is harder for him to get back, and it is easier for him to accept relief and 
- continue to be a recipient of it just after he has got off that path of self- 
reliance. The disastrous effect, as I see it, to our children and to our children’s 
children in Canada is that there is going to grow up more people who are 
less self-reliant than you and I had to be when we started in at fourteen or 
fifteen years of age to make our living. That is the situation to-day, and 
we are helping to create that by tolerating the conditions that are going on 
in Canada to-day. 


By Hon. Mr. Black: 

Q. We all agree with your premises; but what do you suggest, Mr. Best, 
_ to overcome those conditions of unemployment in Canada to-day?—A. Well, 
- sometime a serious malady requires a serious operation. I am not suggesting 
that railway labour or organized labour generally have always had all of the 
remedies, but they have for half a century or more been suggesting in this 
_ country certain remedial measures that have not been adopted. Possibly if 
- some had been adopted, we would be in a better position to-day. I say this 
with a keen sense of the responsibility of myself and my colleagues that the 
public to-day cannot fully estimate, and therefore they cannot fully appreciate, 
the extent to which organized labour has kept down a movement which was 
inevitable on this continent—not only in Canada but on this North American 
continent generally. Had not certain things been done in the United States, 
there is nothing in the world that would have stopped what might have been 
a bloody revolution in Canada. That has been said by a lot of public men. 
We know that from inside information, not only from information accessible 
to the public generally, but gathered from our contact with men and women in 
this country and the conditions they are living under. These are things 
which you have to bear in mind when studying the question of the financial 
- condition of the railways, which are only one of the larger employers of Canada. 
- What affects our railways affects our industry, and what affects our industry 
_ affects our railways, and, in turn, the whole national economy. 


By Mr. Biggar: 
i Q. I do not think anybody would really disagree with you there, Mr. 
- Best. The difficulty is the practical application of those principles, is it not? 
- I think you put your comparison between water transportation and road trans- 
- portation with railway transportation perhaps a little too weakly, for we have 
_ before us at page 830 of the Proceedings of this committee an estimate of 
the amounts of public money that have gone into these various forms of 
transportation. The figure for water transportation is, roughly speaking, 
- $1,300,000,000, as against about $4,500,000,000 for the railways, and nearly 
— $900,000,000 for highways. Would you suggest that we must treat the 
— $4,500,000,000 that has gone into the railways in the same way as we treat 
‘the money that has gone into water transportation, and not look for any 
return from it?—A. I think very much of it will have to be treated in that way. 
———-60335—43 
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Q. Where do you draw the line between what tA o eae in that 


way and what should be treated in some other way?—A. That is a question, 
Colonel Biggar, that is very difficult for me to answer. It might require 
some technical figures to make an accurate answer. 

Q. Don’t you think that the loss—if it is a loss—of $4,500,000,000 of 
savings put into the railways may have a social effect that is no less than the 
social effect of the loss of employment of a certain number of railway men, 
speaking generally now?—A. I don’t know that I just get the purport of that 
question, Colonel Biggar, from the way you put it. 

Q. We are told that, roughly speaking, $4,500,000,000 has gone into our 
railway systems. Now, you tell me some of that should not earn any return, 
and some of it should. T ask you how much you would say each way, and you 
say you cannot tell—A. I could not tell how much because— 

Q. Suppose none of it earns any return, would you not agree that the social 
consequences of the loss on our railways of something like $4,500,000,000 might 
be as bad as the loss of employment of a certain number of railwaymen by 
the elimination of waste and duplication?—A. No, I would not go that far. 

Q. You would not go that far?—-A. No, I would not go that far. The 
reason for that is that I think it is in the national interest to even subsidize 
and to continue to subsidize our railways even to the extent of $40,000,000 a year, 
if it were necessary under our present unregulated competitive transportation in 


order to keep men employed and to keep purchased the materials which would | 


be purchased by reason of their being employed. The turnover of $1 twenty 
times in a year, I think some witness said, one can at least imagine the value 
that has to the communities in which those men live by spending money that 
Otherwise would be denied them. The question immediately arises, where 
would the money be if you pulled up a thousand or 5,000 miles of railway and 
threw out another 50,000 employces? 

Q. Of course we are talking about the elimination of waste and duplica- 
tion, and Sir Edward Beatty has pointed out that so far as unification is con- 
cerned the chief elimination would be directional and supervisory staffs— 
A. Yes, but as you know, we didn’t require any Canadian National-Canadian 
Pacific Act to permit the railways to co-operate. For instance, in the city of 
Ottawa, the city of Saint John, Halifax, Regina, Toronto, are joint projects 
entered into long before. 

Q. I do not want to press you about the question of capital, but you do 
quote a passage in which you say earnings of the employees ought to go on, 
.and capital ought to have its return reduced; that is, the people who made 
savings ought not to get any return on them.—A. That clause had no reference 
to returns in that way. It had reference only to what is recognized as a legiti- 
mate charge against operating expenses. 

Q. Your memorandum deals all the way through with the impropriety of 
economies, and on page 28 you use the term “indiscriminate economies.” By 
that you mean economies properly made from the point of view of running a 
railway, but improperly made from the point of view of the railway employees. 
Is that the meaning of that expression?—A. What we tried to make clear was 
that it was unfair to throw more men out of employment merely to pay a 
dividend. 

Q. Would it not be wise, then, to double the amount we pay for railways 
here and increase the services? It would add to the convenience of the public, 
and would increase employment. On what ground would that not be wise? 
—A. We might have more traffic if we did that. 


Q. I agree. But how do you distinguish between that and keeping the © 
thing at the present point? Why must it be just what is now being done, and © 


[Mr. W. L. Best.] 
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neither more nor less?—A. It is difficult to answer that question just in a yes 
or no. I think we have made clear—we have endeavoured to make clear—what 
we believe tc be an economic folly to throw more persons out of employment. 

Q. And you are not satisfied with Sir Edward Beatty’s suggestion on that 
point, eh? You speak about it as “a vague suggestion.” Were you referring 
to the passage in his evidence before the committee, at page 543, where he 
says: “I should like very much to be able to offer some definite promise con- 
cerning the extent of this compensation,’ and so on, and then concludes by 
saying, “For my part, I could not consent to any plan of unification which did 
not include adequate provision of this nature.” Do you regard that as unsatis- 
factory ?—A. Yes. 

Q. Because?—-A. There is nothing definite. We are unable to appreciate— 

Q. What would you regard as a definite proposal?—A. It would be some- 
thing setting out a plan of how the compensation would be accorded to dis- 
placed employees. 

Q. Can you give the committee any idea of what kind of plan 
is not our proposal. . 

Q. I am asking if you could give the committee any idea of what kind 
of proposal would be satisfactory——A. I think that has been made fairly 
clear; it is adequate compensation for those who are displaced. 

Q. That is what Sir Edward Beatty says. What is the difference between 
vyou?—A. We are still apprehensive, and the railway employees of both rail- 
ways are apprehensive still, notwithstanding the assurances given. If so many 
men have been thrown out of work for various reasons from 1920, or even 
1923— 

Q. Oh, yes, but we are talking about the future. Don’t go back to ancient 
history. The point really is that Sir Edward Beatty says he would not agree to 
anything that did not involve adequate compensation to the men displaced. 
You have just told me you want adequate compensation for the men displaced. 
What is the difference between you? 

Hon. Mr. Murpock: Don’t you think you should read the previous para- 
graph of Sir Edward Beatty’s statement, where he said:— 

I am confident that, where every effort fails, and any man loses 
employment, public opinion will support the management of the unified 
system in providing adequate compensation to assist those displaced in 
becoming re-established in other employment. 


A. No, it 


That was his proposal. 


Mr. Biccar: He said in terms, in the last line, he would for himself not 
agree to any proposal that did not involve adequate compensation; and Mr. 
Best tells us he thinks there ought to be adequate compensation. I want to 
find out what is the difference between the two. 
| Hon. Mr. Caper: It might be the difference in their views as to the meaning 
' of “ adequate.” 

The Wirness: I was just going to answer in that way. I am quite sure 
the manager of either railway would have an entirely different interpretation from 
the employees of what is meant by “ adequate compensation for displacement,” 
and we must be guided in our views by the past, and what has happened since 
the Act came into effect. 


By Hon. Mr. Dandurand: 

Q. The Act of 1933?—A. The Act of 1933. There has been no attempt 
to suggest anything up to this point. And why? That is what railway employees 
who have been accepting relief for their families, who were formerly employed, 
are asking—why the promise now? They are fearful that the proposal for unifica- 
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tion, which has caused so much insecurity for them, is going to put more men 
on the street. They say, “ If we were not conipensated, are we going to swallow 
it now?” That is what they are saying to us, and in strong terms. 


Q. Sir Edward Beatty, you remember, violently opposed the Act of 1933. 
It was not put forward by the Canadian Pacific, so your attack now, I suppose, 
is on the people that put that Act forward in its present form. Is that 1t?— 
A. I should not like to interpret our position as an attack. We are on the 
defensive. We are not attacking anything. 


By Hon. Mr. Hawg: 

Q. Take the Manitoba division. Let me remind you that in Great Britain 
in 1923, under unification legislation they set out that 70 per cent of the men 
employed were reckoned to be permanent employees, and 30 per cent were only 
what you would call temporary employees; and they provided fully for the 70 
per cent and indicated certain things for the 30 per cent. Now, in the Manitoba 
division you told us that there were about 1,000 enginemen and about 1,000 
firemen who were qualified enginemen, but normally firemen.—A. I didn’t mean 

Wes to convey that. I meant to convey the idea that there were approximately 1,000 
enginemen on the seniority list, about half of whom were firemen, and half 
engineers. 

Q. They were qualified enginemen?—A. Not all. 


Q. But in 1928 how many were qualified enginemen?—A. In 1928 there 
were 666 engineers and in 1938 there were 531 engineers. 


Q. Yes. And how many firemen?—A. I haven’t the firemen here, sir. 


~ Q. How many of those 531 engineers are working as engineers?—A. I 
couldn’t answer that. 

Q. What I want to get at is this. You say that in the 1933 agreement you 
understood, and the men understood, that if there was any displacement by 
co-operation they would be taken care of, and now you are afraid of Sir Edward 

. Beatty’s suggestion for unification because the same idea underlay the other 
action and you were unprotected, and under this one you would be unprotected. 
Now, assuming that we can put into legislation the language wanted to fully 
protect the men working for the railway— 


Right Hon. Mr. MricHmn: As was done in England. 


By Hon. Mr. Haig: 


q. —as was done in England, how many men on the Manitoba division would 
be qualified to come in under it? Half the enginemen and firemen are not working 
to-day.: Where do they come in? If Sir Edward Beatty is right, under unifica- 
tion, suppose we take off 20 per cent of those that are working and assuming 
that we can draw laws as well as they can in England, we should protect the men 
working now; but what about the men that are not working now?—A. We could 

| _ answer that more intelligently if we saw a plan. 
Q. Assuming that you and I are drawing a plan, leaving Sir Edward Beatty 
{i out altogether. Make it as cast-iron as you want to. What would you do with 
b nia the men who are not working now? Assuming there are 500 engineers or firemen 
i working on the Manitoba division of the C.P.R., and supposing that after 
unification there are only 400, I can draw legislation to protect the other hundred. 
But what about the 500 men on the seniority list that are not working now?— 
A. Well, Senator Haig, you probably have gained the impression from what I 
said that those 500 men are permanently out of work all the year around. That 
is not quite true. A large number of those men are seasonal men. 
-Q. Three months, do you mean?—A. Their employment throughout the 
year depends largely on the traffic that is created for them. 
[Mr. W. L. Best.] 
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By Hon. Mr. Calder: | 


a , Q. If we have a good crop they will all be employed?—A. As Mr. Fair- 
weather said, our trouble would be all over if we had a crop like that of 1915. 
All our facilities would be pretty well taken care of until navigation closed 
down. 


g By Hon. Mr. Haig: 

he Q. In Britain they did not protect that kind of labour. They protected 
_ the 70 per cent that worked the year around. Do you want the whole 100 per 
_ cent included for twelve months in the year?—A. I can only answer in this 
» way, that we have been careful about estimates. All we can deal with is 
facts in the past. And when we see 50,000 railway men shifted from one 
period to another and we do not know where they are, apart from being a 
_ representative of organized labour, as a Canadian I say, “ Where in the name 
of common sense are they?” If we had 178,000 in 1928 or 1929, and according 
to the Bureau of Statistics we had on the two systems 125,300 as a monthly 
_ average for 1937—the monthly average was 125,103, I think, to be accurate— 
_ where are the men between there? 

Hon. Mr. Cauprr: But there has been a natural depletion of a certain 
percentage. You are talking of a ten-year period, and the natural depletion 
_ would take care of a certain number. 


en Sapa oe, 


" By Hon. Mr. Hag: 

; Q. I want to know what your suggestion is about these men who are 
_ temporarily employed—A. I have not any now. I am not so sure that the 
- men in Great Britain are satisfied with their statute. | 

j Hon. Mr. Murpocx: Why should these men be pinned down to a declara- 
_ tion of some proposed future policy when both of the railway managements 
_ have intimated to this Committee, not once but repeatedly, that there were 

certain questions that they could not give details about? 


« The CHarrman (Hon. Mr. Beaubien): I think that if Mr. Best were to 
tell us that he has no authority to answer, or does not wish to answer, that 
- would be all right. - 

| The Wirness: Mr. Chairman, I would be delighted to answer if I could, 
- but I would be very unwise on behalf of our group to attempt any estimate, 
because we do not know what the future holds. 


By the Chairman (Hon. Mr. Beaubien): 
Q. You cannot answer Senator Haig any further on the point that he asked 
ou?—A. No sir. I would be very glad, if I could. 

Hon. Mr. Catper: We have had evidence of the co-operative efforts that 
ave been made during the last two or three years. As a result of the agree- 
ments reached, labour has been affected. And now, Mr. Best will likely 
know how the displacement of labour resulting from the co-operative arrange- 
ments has been taken care of. Personnally, I should like to know that. 

+ Mr. Biccar: Can you answer that question, Mr. Best? 


Hon. Mr. Danvuranp: For instance, the effect of pooling services between 
Montreal and Quebec and so on. 


By Hon. Mr. Calder: 
Q. That is a very good illustration. Trains between Montreal and 
oronto, for instance, were pooled—A. Between Ottawa and Toronto first. 
_ Q. There must have been a certain number of men put out of employ- 
ment. How were they taken care of?—A. My information 1s that there were 
‘approximately 135 men—I have been told that there were more—thrown out 
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of work, who got no work afterwards at all, unless Oe work afterwards 
came up, that is by displacing trains that had been iar previous to the 
putting into effect ‘of this pooling arrangement. 

Q. In other wes their 1 names were ae, ah on the list be be avail- 


would be, yes. 

Q. And so far as compensation is concerned, they got none?—A. No, there 
is no provision for compensation. I think the only complaint we made in 
regard to that was that our understanding of section 16 had not been carried 
out in the spirit and letter of at least what was our understanding, namely, 
that they should first be consulted before the Board of Railway Commissioners 
had been asked for the approval of the plan. 


By Mr. Biggar: 

Q. That is one of the points to which I was going to direct your attention. 
Apparently the officers of the two railways have had a good deal of difficulty 
coming to an agreement themselves as to the propriety of the proposals for 
making economies. Now, suppose that your organization had been represented 
at the discussions between them. And suppose that you were at a meeting of 
the Joint Co-operative Committee at which it was decided that as far as they 
were concerned, the engineers or traffic officers of the two companies, certain 
trains between Quebec and Montreal should be eliminated, that the services 
should be pooled. What would have been your attitude with regard to the 
displaced employees? What could you have said then that. you were not able 
to say afterwards?—A. Well, legally, probably we could not say very much. 
We had no legal claim for compensation. 


7 
; 
{ 

; 


Q. But I mean practically, you could not have said then, “You must not — 


pool, because that is going to let out 185 men.” What could you have said? 


Hion. Mr. Hugessen: It think I can answer that for Mr. Best, Colonel 
Biggar. Ii is right in his memorandum, at the bottom of page 40:— 


If, in the judgment of those in authority, there must be further 
co-operative measures, effect to such action should not be taken unless 
and until provision is made whereby labour’s interests are protected and 
compensation for loss. In the consideration of any such measures, rail- 
way labour will be found ready and willing to sit down with others con- 
cerned and give sympathetic consideration to all practical and humane 
proposals submitted. 


By Mr. Biggar: 

Q. It was really on that point that I was asking an explanation of the 
memorandum. What does sympathy mean? What would have been the attitude 
of the representatives of railway labour in the face of that situation, if the 
railways had agreed to pool those trains?—-A. I will be frank in saying this. 
~ You are speaking, as I understand it, of what has taken place— 

Q. Iam 
taken place in the past. Had the representatives of railway labour been 


accorded the privilege of sitting down with executives of the railways and had ~ 
the executives agreed on a certain proposal which involved throwing 100 © 


men out of work, having regard to the absence of any specific provision in the 
Act to compensate those who were thrown out of work, there would be only 
one logical position for representatives of the employees to take. 


Q. And that would be—A. That would be to say, ‘“‘Don’t put it into effect.” q 


We would not have hesitated to say that. 
Q. The sympathy that Senator Hugessen has referred to, in reading from 
vour memorandum, would really take the form of your saying, “Don’t do it”?— 
[Mr. W. L. Best.] 
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-_ Hon. Mr. Hucessen: No; they would say, “Compensate us.” 


The Wrrness: Speaking of the future, I am expressing our willingness to 
_ sit down and consider proposals, if they are humane. But if dollar bills are so 
_ close to people’s eyes that they cannot see the human element, well, all right 
__we are probably going to oppose the proposition. soe 


byl Hone My. °C alder: 


Q. The depression hit us in 1929 and it got worse and worse. Both rail- 
way companies, without anything in the nature of co-operation at all, began 
to throw their employees out of employment by the thousands. Would you 
claim that they should be compensated under those circumstances as well? And 
that took place in every industry in Canada. There is not an industry in Can- 
ada in which that did not take place during the years 1930, 1931 and 1932. 
After all, so far as Parliament is concerned, we cannot consider this in connec- 
tion with one class alone. .We have to consider all the people of Canada. We 
have a practical situation that faces us. I thoroughly agree with your view- 
point that there is a condition there that is not taken care of at all But when 
Parliament comes to take care of that situation it has got to deal with all the 
circumstances. We cannot deal with it piecemeal. You are quite right in deal- 
ing with your own side of the story, but there are other sides to it. 


By Hon. Mr. Haig: 


Q. There is one other question that bothers me. You have not emphasized 
it as much as I thought you would. What about the skill required in your 
occupations? Not all of your men, but a great many of them, are skilled, and 
after twenty or twenty-five years at the same line of work, are they qualified to 
take any other kind of job?—-A. Some men would be, but a man who has put 
in twenty-five or thirty years in doing nothing but locomotive work,.or running 
a train, or as a train despatcher or operator, his mind is pretty well taken up 
with that work. He might be qualified and might be able to adjust himself to 
some other work. 

2 Q. It is a specialized line of business?—A. Yes. And besides the door of 
opportunity is now closed to him. 

_ Q. You did not mention that in your argument, and I wonder why you did 
not, because that is a thing that appeals to me—A. We were afraid to over- 
load it too much. We made it comprehensive. There is, I think, a lot of 
valuable information in it for the Committee. We really wanted to be helpful 
to the Committee, and we put in a lot of valuable information that is in the 
public records, and yet I thought that was bearing directly on the situation 
into which you are inquiring. We thought that your attention should be called 
to that, and that is why we devoted a good deal of time to that, and therefore 
probably left out a number of other important items that might have been 
, ~ covered. 


B By Right Hon. Mr. Meighen: 

om Q. I hope you will try to follow me, Mr. Best. Sir Edward Beatty stated 
_ that his company would agree to no plan of unification that did not provide 
adequately for those thrown out of work. And I know that the Committee, 
4 every member of it, is very anxious to provide as adequately as can be done for 
- them. But you are afraid it will not be adequate enough. Now, in that con- 
nection, do you think that the labour you represent should be treated differently 
from other labour, from other classes of labour? Do you think it should?— 
A. That is a very pertinent question, Senator Meighen. 

4 Q. It is a tremendously important question that I fear sometimes you forget. 
_ —A. No, we are not forgetting it. But we have a specific responsibility, in 
a addition to being representative Canadians, and that is to our own organization. 


% 
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Q. If it is impossible to provide for those ainely situated as you would 
like to have your own class provided for, would you then insist on that for your 
own class?—A. We are not agreeing that it is not possible. 

Q. Well, I will give you an instance. Alberta and Saskatchewan have 
passed laws lately which, I should say, would virtually put 75 per cent of the 
lawyers of those provinces out of business. They have nothing more to do. 
Was any provision made for them? Was it possible to make any, or was it sane 
to make any? None whatever. They had to shift for themselves the best they 
could. Now, in your field, is it quite fair to insist on adequacy of compensation 
to that 100 per cent extent that you want, when nobody else gets it in this 
country or in any other country on earth? That is only one instance. I could 
pass to others by the score. You referred to the divisional point at Big Valley, 
and you said there should be adequate compensation for the men affected when 
that was done away with, in part or altogether, as a divisional point. Now, 
why? Were the merchants who started stores there on their faith in that 
divisional point compensated? Were others who established services there, 
such as doctors, compensated? Should they not be compensated in at least 
some small degree, if the railway men get 100 per cent compensation?—A. We 
think they should be. 

~ Q. They should be?—A. Yes. 

Q. Now, Mr. Best, do you for a moment suggest that the country can do 
that through its length and breadth, or come within a thousand miles of it? Do 
you think it can be done?—-A. I think they can make a start. 

Q. You think they can make a start?—A. Yes. 

Q. You think they should be compensated 100 per cent? Do you seriously 
look at me and say that can be done? You know better, Mr. Best.—A. It 
might not in part. 

Q. It cannot be done here even. We have never even tried it. We are 
trying it with you, but you say, “ Unless you go along 100 per cent with us 
fellows and feather-bed us, we will stand in the road and won’t permit any 
economy.” That is the stand you are taking?—A. I am not prepared to accept 


_ the gospel that “it cannot be done.” 


Q. I wish you had the job of doing it. That is the job we have—A. Yes. 


By Hon. Mr. Horner: 


Q. There was a great amount of labour displaced when the railways were 
built. Many of the men had a desperate struggle to live. They had built up 
their homes and equipment, but they did not receive a 5-cent piece as compensa- 
tion. They took it as the price of progress—A. But there again at the time 
that happened many of those men, those construction men, had hundreds of 
avenues and scores of opportunities open to them that have since been closed. 


By Right Hon. Mr. Meighen: 


Q. And do you know why they have been closed, Mr. Best? They are 
closed just because we have gone so far on the road you are shoving us now 
doing these things that our taxes are at a height at which enterprise is strangled, 
and therefore people cannot get jobs now because the jobs are not there. While 
you are talking of the human element being thoroughly provided for, you 
are starving the human element at the other end. It cannot get a job. That 
is what you are doing, you are starving the human element on the other side 
of the picture—A. I cannot see that. 

Q. That is’ the trouble, you cannot see it, but it is the fact—A. We are 
trying to see it. 

Q. The human element is lying out there in tens of thousands unem- 
ployed because of the level of taxation, this governmental generosity here, there 
and everywhere, and other mistakes as well, have brought us to a point where 
industry will not get busy. 

[Mr. W. L. Best. ] 
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By Hon. Mr. Horner: 


Q. I have studied and watched this question for a number of years as a 
_ large shipper and, indirectly, a man who helps to pay railway labour its wages. 
I represent a class that pays more freight than any other class in my province. 
In the years of good crops what were the earnings of the farmer in the West? 
_ In many cases not one solitary cent. I have known of a farmer shipping a 
' carload of barley and having to send money to pay the additional freight, the 
_ price he received for his barley not being sufficient to meet the expenses of 
transportation. What compensation did he receive? What was he able to 
pay his labour that worked four hours after the section man even on the 
_ railway returned to his home in the evening? I am going to suggest this to 
you, Mr. Best, in all kindness, and your figures substantiate what I am going 
_ to say. I know it does not correspond with the rates of pay, but the actual 
earnings of your men show me one thing. There are at the present time thou- 
sands of men holding on expecting to secure some employment on the railways, 
but for whom there is no employment. Let me put the picture this way. 
It is true, as you have mentioned, we are anticipating a bigger population 
to-day. But the business of Canada can only produce sufficient revenue to 
pay the salaries of a certain number of railway employees. In other words, 
if I have a dairy farm, and I make the conditions of labour for my truckers 
more attractive than those of my farm help by paying the truckers five times 
more wages, providing them with pensions, and reducing their time to eight 
hours a day, while I work my men on the farm ten hours a day, and pay them 
one-quarter the wages of the other men, naturally everybody would want to 
drive a truck, and there would be nobody to make a living for the railway 
employees. All the men have lost the pioneering spirit of our fathers. There 
are still free farms to be had, but men are not content to become pioneers and 
relinquish their railway jobs. They should be glad to make a contribution to 
the water through instead of being so ready to empty it. The rate of wages 
and the retiring allowances or pensions are out of all proportion for railway 
labour as compared with what is paid in other branches of labour through- 
out Canada. 


Some Hon. Memser: What is the question? 


By Hon. Mr. Horner: 

f Q. Do you not believe, Mr. Best, there are more men employed, and 

-_ wanting to be employed, on the railways because conditions are so much better 
there than in other lines of work?—A. That is not only so in railway work, 
Senator. The railway men are not responsible for the exploitation of the 
agricultural worker or producer. I was brought up on a farm myself. Blame 
someone else for the exploitation of the agricultural worker, not us. 

Q. I know millions of feet of lumber and thousands of cords of wood 
have been made available to the railway to be hauled, but only because the 
men were content to work for very small wages in order to produce revenue 

_ for the railways. That is the only way it can be done. 
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By Hon. Mr. Gordon: 

Q. Mr. Best, we are old friends——A. Yes, Senator. 

Q. Sometimes we find it hard to distinguish between the true friends of 
labour and the other fellows, don’t we? Now, I want to take a hypothetical 
case. Here are two manufacturers making a certain commodity side by side, 
and they find they are losing money, arid eventually they will become bankrupt. 
We will say that each employs 1,000 men. If they become bankrupt 2,000 
men are out of employment. However, one of those manufacturers has an 
idea that would furnish employment for 1,700 men and enable them to continue 
_ their operations. Now, is it not better to keep 1,700 men in employment 
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rather than dispense ‘with the 2,000 men? The Shustion here, to my Be 
is something similar. We have a railwey company that is really bankrupt 
—there is no question about that—and the other railway company comes along 
and suggests ways and means by which many thousands of railway work- 
men may be kept at work. But if things go on as they are going on to-day, 
it means not only bankruptcy for both railways, but perhaps for Canada as 
well. Now, who is the friend of labour, the one who is trying to keep many 
thousands at work, or the one who would lose the whole of it? That is 
the point. 

Hon. Mr. Carper: I would answer your question, Senator Gordon, by say- 
ing that labour has recognized that situation and it took a cut of 20 per cent 
in wages for years. 


The Wirness: Senator Codi in addition to what Senator Calder has 
said, I think we stated in our brief that we thought it advisable, because it was 
due the men who made sacrifices during the terrible years of depression, that 
no class of citizens in Canada did more to share their work with their fellow 
workmen than did our railway employees. To that extent they kept their 
fellow workmen from being recipients of relief, and to that extent also they 
saved the taxpayers of this country a corresponding expense in relief. 

Now, Senator Gordon, the same thing is true of many leaders of industry. 
They have kept their men on in the hope that good times are around the corner, 
and they did not want to lose their employees. It is to their lasting credit that 
they kept their men, even though they had to go into their bank account in 
order to maintain their staffs. But it was a question where industry was 
co-operating with the workmen to try and maintain purchasing power. That 
was the wisest economy that ever was attempted, because they were renewing 
purchasing power. After all, it is the reduction of purchasing power that is at 
the bottom not only of our railway troubles but of everything else. I don’t 
know whether it is going to continue. We have our opinion. But we have got 
to have more purchasing power. If, however, it gets into the hands of the few, 
there is only one thing to do, and that is to keep on subsidizing the railways 
or paying for relief. We are not asking for relief. I say it is better to subsidize 
the railroads and at the time keep that money in greater circulation, than if 
you give it to two or three people. 


By Hon. Mr. Black: 


Q. Mr. Best, I have followed your argument, and I am not disputing what 
you say. I think it is natural and proper for labour organizations to defend 
their position. But this must occur to you, Mr. Best, that the time may come 
when the cther means of transportation are going to put the railways down to 
that low ebb of earning power that they will not be able to employ all these 
men. When that time comes—and it may be approaching more rapidly than 
we think—all the employees so displaced will have to seek some other employ- 
ment or be taken care of under some scheme of government annuities or old-age 


' pensions. You can visualize that. For instance, suppose in the next ten years 


the total traffic of both railways decreases by 50 per cent. That is not incon- 
ceivable by any means. If it does decrease to that extent, the railways will 
not be able to give employment to as many men as at present. If, however, they 
did, the C.P.R. would be bankrupt. The Canadian National, our own road, has 
been bankrupt for many years, but we are keeping it going by making good its 
deficits. You must bear in mind, Mr. Best, that the time may come when you 
cannot expect the railways to employ just as many men as ee have now: 
you admit that, don’t you?—A. Yes, Senator Black— 

@. But you want provision to take care of those men when that time arrives 
either by pension or by some other satisfactory arrangement?—A. What you 
have stated has been taking place for the last twenty-five years. 

[Mr. W. L. Best.] 
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| mY Q. You saab blame the railways for that.—A. Technological changes. We 
_ say we are not standing in the way of that, but it is creating a condition. 
What has been referred to so frequently is what has been done in the Old 
_ Country. We have been making some study of what has been happening in 
~ the Old Country. 
4 Q. So have I—A. The positions of Great Britain and Canada are not com- 
_ parable at all. By one legislative Act Great Britain can say to every transporta- 
: _ tion agency, “You do thus and so.” Just as we have been saying to the rail- 
_ ways ever since the Railway Act was passed in 1904 or 1906. The Government 
does the same thing in Switzerland, and in all the other countries in Europe 
a Pa ioally, For instance, the Swiss Government says to a bus company, “You 
cannot operate in competition with our railway, because it properly serves the 
- community.” We cannot do that here. Why cannot we do it here? Simply 
_ because people are sitting back in a little narrow groove and saying, “Our 
_ Fathers of Confederation made a pact away back in 1867. And don’t you touch 
_ it, whatever you do!” It is like the laws of the Medes and the Persians. You 
' oust not give legislative competence to the Federal Government to deal with 
4 national problems. Consequently the Federal Government cannot deal with 
this problem. 

Q. I was not arguing along that line. I want you to admit—I think I do— 
4 that as the opportunity of railway employment gets less and less, assuming it 
' does, what you argue is that reasonable compensation should be provided? You 
@ would not go to the railways and say, “While you need only 1,000 men, you 
- must employ 5,000?” That is not your attitude?—A. Of course, our request 
» for compensation has been made clear. 
qa Q.1 thought in answering Colonel Biggar you were taking the other 
attitude, and I do not think you intended to do so. 


Mr. Biccar: Yes. I thought Mr. Best was putting it this way, that where 
_ you have a depression, as you have now, the best way you can deal with your 
unemployment service is to do it through organizations like the railways. 

Hon. Mr. Buack: Yes. 


By Hon. Mr. Black: 
‘ Q. I thought you were giving a wrong impression in reply to Colonel 
- Biggar. I do not think you mean that where the railways need only 1,000 
~ men they should continue to employ 5,000. You don’t mean that at all?—A. No. 
. But I think I should say this, Senator Black, before you go on the next point. 
_ Our climatic conditions and our variation in agricultural production are: two 
"very, very strong factors in the continuity of service of the railways. Climatic 
- conditions particularly make it necessary to maintain railway transportation, 
_ whether at a loss or not, in many parts of Canada. That must be accepted, I 
y think, as a fact. 
a Q. We would not argue that at. all. low, as to the other factors supply- 
ing sufficient traffic to make the railways pay all the year round. If competing 
agencies can operate seven months or five months throughout the year, depending 
: on those climatic conditions, the longer they can operate without being regulated 
_ the less revenue the railways will have. That is clear. 


By Mr. Biggar: 
Q. There was one other point. It deals with your submission, pages 42 and 
a1 43. Under your submission, No. 7, you indicate, on behalf of those you repre- 
sent, an opposition to what. has been described here as compulsory co-opera- 
-tion?—A. Yes. 
-_ Q. And then, under No. 3, you say that whether there is co-operation 
i or unification there should be compensation?—A. Let me answer the first one, 
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Q. I am calling your attention to these three. ‘Then, under No. 6 you 
indicate an opposition to unification, even with compensation, on the ground 
that it is contrary to human and national welfare. What I was interested to 
ascertain was this: How do you distinguish between economies by co-operation 
and economies by unification?—-A. We are not trying to distinguish. 

Q. Then you are opposed to economies of either kind?—-A. Unless there are 
compensations. 

Q. That is the reason I put the point as I did. You say in No. 3 you are 
opposed to either co-operation or unification without compensation, and in 
No. 6 that you are opposed to unification on the ground that is is contrary to 
human and national welfare. I am asking what is the distinction between 
economies by co-operation and economies by unification that you make?— 
A. We are not distinguishing, because I find by the record that most of the 
witnesses have said there is no difference between them. 


Q. That is the reason I wanted to know why you did not include an 
opposition to co-operative economies in No. 6, equally with economies by unifica- 
tion. The point is this, really, an omission from No. 6. You are opposed to 
economies on either ground?—-A. In No. 6 we are dealing only with the question 
of maintaining the two railways, similar to what we submitted in 1982. 


Q. I want to know why you make that distinction, because Sir Edward 
Beatty has pointed out at page 538 that if you carry co-operation to the limit 
you have unification, except that you have two supervisory staffs. In other 
words, Labour suffers and supervision does not.—A. J think it is covered in 
the subsequent paragraphs if it is not covered in No. 3. No. 3 covers the 
question. 

Q. Neither of them without compensation, I agree; but why only unification 
in No. 6? Are you equally opposed to co-operation as opposed to human and 
national welfare?—A. That would entirely depend. 


Q. On what?—A. On what the measures are. There may be some 
co-operative measures that are necessary. 


Q. Are there any measures of unification that may be equally unobjection- 
able?—A. We are dealing with the whole principle of unifying the railways. 


Q. Tell me, what is your reason?—A. Because the railway is too large for one 
management. You will lose one of the greatest assets. The officers will not be 
close enough to the employees; in fact, they are too far away now; and the 
relations on all railroads in Canada are, I think, the best anywhere in the 
world. 

Q. Do you think there would be a very substantial difference in that respect 
—the intimacy of Sir Edward Beatty or Mr. Hungerford with the members of the 
running unions?—A. It is the carefully considered opinion of railway labour 
that you would destroy one of the greatest assets the railways have, if you 
placed 42,000 or 48,000 miles of railway under one management. You would 
destroy the morale. 

Q. Is there any other reason for distinguishing between co-operation and 
‘unification?—A. I do not know that. I haven’t any reduced to writing. 

Q. You don’t think of any?—A. Not just at the moment. But, Colonel 
Biggar, I wanted to say why we make this statement in No. 7 with regard to— 

@. Compulsory co-operation?—A. Yes. No such power should be given 
any government authority which would arbitrarily force upon one railway a 
co-operation or unification measure for line abandonment proposed by another. 
It ceases to be a co-operative measure when you do that. 

Q. I quite understand that. Thank you, Mr. Best. 


The committee adjourned until 8 p.m. 
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The Committee resumed at 8.15 p.m. 


Mr. Biccar: Mr. Chairman, Mr. Mosher is here to present a memorandum 
_on behalf of the Canadian Brotherhood of Railway Employees. Copies of the 
memorandum are, I think, available for members of the Committee. 


‘i Mr. A. R. Mosuer, President of the Canadian Brotherhood of Railway 
_ Employees, appeared as a witness and took the stand. 


By Mr. Biggar: 


Q. Mr. Mosher, will you please proceed with your memorandum?—A. Yes 
(reading) :— 

Honourable Gentlemen: 

On behalf of the large number of railway workers represented by the 
Canadian Brotherhood of Railway Employees, we desire to express our appre- 
_ ciation of the opportunity to place before you their views with regard to the 
- railway situation in Canada. The railway industry is one of the important 
employers of Labour in this country, and it provides employment indirectly 
for a great many workers outside the industry; it is furthermore an essential 
factor in the maintenance and expansion of the whole industrial system in 
_ Canada. In such circumstances, the workers generally are very deeply 
- interested in any policies or poroposals which may be brought forward with 

a view to bringing about drastic changes in the present relationships of the 
two large railway systems, or in the service they are rendering to the people 
of the Dominion. 

May we state at the outset that the viewpoint of the workers for whom 
we speak is naturally different from that of individuals or groups who are 
primarily concerned with matters of finance, and whose proposals are designed 
to reduce the expense of railway service, irrespective of any other considera- 
tions. The workers who have invested their lives in the railway industry, 
and who depend upon it as their only means of employment and income, have a 
very practical outlook on the so-called railway problem. They have seen their 
numbers diminish by over 40 per cent during the past ten years, and a great 
decrease in the amount of railway payrolls, while operating efficiency has 
steadily increased. They know that they are giving faithful and efficient service 
to the public and they are wholly unable to understand why their industry 
should be restricted and their opportunities of earning a livelihood sacrificed. 

These workers look at the railway industry as one element in an economic 
system, closely interrelated with all other elements, rather than as a separate 
entity, which can be considered in isolation from the others. If the economic 
life of the nation be divided into the fields of production and distribution, the 
_ railways fall into the latter category, but it is obvious that the soundness and 
stability of the railways depend upon the soundness and stability of the system 
- as a whole. They transport goods and passengers in accordance with the 
_ demands made upon them for this service, and, speaking generally, the welfare 
- of the railways is intimately bound up with the manner in which the economic 
_ system as a whole is functioning. It is therefore essential, in the opinion of 
_ the workers, that any investigation of the railway situation should take into 
' account the state of industry generally, and that the railways should not 
be blamed for conditions which are beyond their control. 

The purpose of an economic system, from the standpoint of the people, is 
the provision of food, clothing, and shelter, and the maintenance of the highest 
possible standards of living which the natural resources, the mechanical equip- 
ment, the technical skill, and the labour of the country can attain. The indus- 
tries of the nation ought to provide opportunities of employment for every 
_ able-bodied citizen, so that they will be able to maintain themselves and their 
i _ dependents on a basis commensurate with the material and human resources 
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available. It is also essential that standards of living should steadily improve, 
and employment should steadily increase to provide for a growing population. 

In the light of these facts, the worker3 must oppose, by every means in 
their power, any policy which would decrease employment, would reduce pur- 
chasing power, and would restrict rather than expand the services to which > 
the people of a richly-endowed nation are entitled. No one will argue that 
Canada cannot sustain, at a high level, the living standards of a comparatively 
small population which has as its heritage enormous natural resources, and 
highly-developed industries. The people of Canada have every right to look 
forward to the future with optimism and courage, and it is deplorable that 
many business and political leaders seem to have lost their faith in their 
country and themselves. 

The workers do not believe that there is any justification for pessimistic 
views with regard to Canada, and they refuse to accept the doleful attitude 
which is manifested by thdse who ought to be leading the way toward economic 
security and happiness for every Canadian citizen. They believe that this 
is possible in Canada, if the economic system is intelligently controlled and 
organized, and that the primary problem is only incidentally a railway problem, 
since it involves the operation of every industry in Canada. If it could be 
established that the other industries were being operated on a basis of the 
highest efficiency, that they had eliminated all waste and duplication; that 
they were providing employment for the workers who naturally look to them 
for employment, and that the railway industry alone failed to keep pace 
with modern, developments, and was creating an intolerable burden upon indus- 
try in general, no one could object to the singling out of the railways for ~ 
investigation, and the adoption of whatever measures seemed advisable to 
remedy their defects. 

But the fact is that the railways of Canada stand out among the most 
efficient industries of the nation; that they are operated with careful super- 
vision and high technical skill; that they service the other industries and the 
people in a most exemplary manner. It may be doubted whether any other 
industry in Canada actually provides better service at less cost than the rail- 
ways, is better equipped to perform its functions, is better managed or has 
more loyal and capable employees. If the other industries had eliminated 
wasteful competition to the same extent, and provided as dependable service 
as the railways, the people of Canada would be enjoying. economic security 
and prosperity on a scale never reached in all human history. 

The workers for whom we speak therefore oppose any interference what- 
ever with the present set-up of the railways of Canada, either by compulsory 
co-operation, by amalgamation, unification, joint management or other schemes. 
They believe that, instead of tearing up railway tracks, abandoning communi- 
ties, and throwing railway workers out of employment, the railways of Canada 
should be encouraged to expand their mileage into sections of the country which 
are now inadequately served, and to improve their physical equipment, and 
provide increased opportunities for employment. The policy which Canada 
~needs is one of construction, not destruction; one of progress and not retrogres- 
sion; one of buoyant faith in the possibilities of the future rather than dejec- 
tion and despair. 

The real problem in Canada, as has been stated, is the problem of making 
the economic system function effectively in the interests of the people, and it 
is along these lines that investigations should be pursued and progress attained. 
The capacity of the railways to earn an adequate return on the capital invested 
in them was shown in 1928, when business activity had reached a high level, 
in spite of the fact that some sections of the railways were built for coloniza- 
tion purposes, that freight rates on bulk commodities have been deliberately — 

{Mr. W. L. Best.] 
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established at extremely low rates for the sake of export trade, and that the 
- competitors of the railways have been unfairly subsidized and permitted to 
- operate with inadequate control. 

. There is essentially, then, in the opinion of the workers, nothing wrong 
with the physical set-up of the railways or with the policies of railway manage- 
ments. The railways would be prosperous and profitable if our entire economic 
system was functioning properly. But there are a number of aspects of the 
situation to which we desire to call attention, and these will be dealt with in 
subsequent sections of this Memorandum. 

May we say, in concluding this introduction, that we are confident that 
the investigation which you are pursuing will serve a most useful purpose if it 
enables the people of Canada to understand more fully the importance of the 

_ railways to the national welfare, and gain a fresh appreciation of the real 

_ problem which must be solved by them. 


THE RELATION oF FreIcgHT Rates To Ramway FINANCE 


Much of the argument for railway unification has been designed to convey 
the impression that the railways can be treated as an ordinary business enter- 
prise, while ignoring the circumstance that the ordinary business enterprise 
has virtual control over its prices or charges. The statement is constantly made 
that the Government’s contributions toward interest charges upon capitalization 
of the C.N.R. entail the placing of an unnecessary burden upon the taxpayers, 
while the fact that Canadian railway freight rates are the lowest in the world 
is as constantly ignored. 

After the war, when several private railways found themselves in a state 
of bankruptcy, the Dominion Government had two choices: first, to permit an 
increase of freight rates which would allow the insolvent railways to carry on 
as private enterprises, or secondly, to take over their operation as a public enter- 
prise, and assume the liablity of meeting interest on certain securities— 
many of which had a public guarantee behind them. The Government 
and Parliament decided to take over the insolvent railways, for reasons 
which the people then generally approved. To that phase of public policy, 
we may attribute some of the present difficulties of the railways, though 
- not all. The C.P.R., in the years following the war, was able to operate on the 
basis of the existing low rail rates, because economic activity in the areas it 
served continued at a relatively high level and produced paying traffic. More 
recently, with shrunken traffic due to the depression, the drought, and a general 
relative decline in economic activity, the C.P.R. has been feeling the pinch of 
the low rates which public policy has enjoined. 

Railway freight rates in Canada are low as compared with those of other 
countries. The Wall Street Journal recently published the average ton-mile 
rates in different countries during 1936. The average ton-mile rate in Canada 
was 0.99 cents, or less than one cent. In Great Britain the average rate was 2.73 
cents, or two and three-quarter times the Canadian rate. For European coun- 
tries the average was 2.68 cents, or more than two and two-thirds times the 
Canadian rate. For Australia, the average was 2.50 cents, or more than two 
and one-half times the Canadian rate. In Argentina, the average was 1.74 
cents, or nearly 80 per cent higher than in Canada. In Mexico, the average was 
1.77 cents, just about 80 per cent higher than in Canada. In British India, the 
- average was 1.08 cents, more than 8 per cent higher than in Canada, and in 
France the average was 3.48 cents, three and a half times higher than in Canada. 


ge Pe 


Page et ee 


o SsY 
oe 


ee a Se Ee EE 


By Hon. Mr. Hugessen: 
Q. What was it in the United States?—A. I have not that before me, but 
I think it is about the same as in Canada. In some cases it is a little higher, 
in others a little lower. 
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By Hon. Mr. Dandurand: 


Q. The grain rate in the United States is 25 per cal t higher than our grain 
rate?—A. Yes, that is correct. 

If the Canadian railways were taken out of males and allowed to fix 
freight rates on business principles, one of which is to charge all the traffic will 
bear, they might put up the rates to the Argentine’ level—or even to the Australian 
level. Economically, both those countries are fairly comparable with Canada, 
and the conditions of railway operation more favourable. In both Australia 
and the Argentine the proportion of flat lands is much greater than in Canada, 
and the rivers spanned by railway bridges are much less numerous. Both are 
free from the severe winters which add greatly to the cost of railway operation 
in Canada. 

Let us suppose that the Canadian railways last year had been able to charge 
a ton-mile rate equal to the Argentine rate on the freight they hauled. The 
C.N.R. would then have shown a net operating revenue of about $105,000,000, 
instead of $11,000,000. Allowed the Argentine rate, all Canadian railways would 
have shown a net operating revenue of about $250,000,000, instead of $53,000,000. 
If the C.N.R. had been able to collect the Australian average ton-mile rate 
last year, it would have shown a net operating income of about $195,000,000, 
instead of $11,000,000. Had all Canadian railways enjoyed the Australian 
rate, their net operating income would have been about $450,000,000, instead of 
$53,000,000. 

The Canadian railways would be prosperous if they could charge the ton- 
mile rates of either Argentina or Australia. Nobody, however, has suggested 
that they should be permitted to solve their financial difficulties by raising freight 
‘rates. The whole Canadian economy has been adjusted to a low freight rate 
structure; on grain west of the Great Lakes the average ton-mile rate is only 
about half of one cent. Raising rates would dislocate industry generally, and 
perhaps ruin some industries. Nevertheless, raising rates is a possible solution 
of the financial problems of the Canadian railways which should be taken into 
consideration. In the United States, the railways were recently accorded rate 
increases on a number of commodities, and have asked for a general increase of 


15 per cent. In Great Britain, the railways were recently accorded a general five a 


per cent increase in freight rates, with bigger increases on a list of specified 
commodities. In France, the sovernment recently authorized rate-increases rang- 
ing up to 25 per cent. In South Africa, where the state railways have been 
showing substantial surpluses, the Johannesburg Chamber of Commerce recently 
protested against proposals to reduce rates on export products. In fact, it urged 
the abandonment of the principle of special rates on export traffic, declaring that 
. if the export industries needed help from the government it should be given 
in the form of subsidies, so that the public would know the amount of help 
being given. 

In Canada, few people would object to the principle of export rates, say, on 
grain, as they are an important factor in enabling Canadian grain to meet 
competition in the world-markets. But the value to the country of special 
export rates, and low rates generally, must be weighed against complaints that 
‘the government railways are a burden upon the taxpayers. The propagandists 
for railway monopoly omit any reference to this fact. The taxpayers, generally 
speaking, have an interest in productive industries which benefit from low rail 
rates. If this dual relationship is not recognized, the railway situation appears 
in an unfavourable light. The railways get the blame for a situation which 
has arisen as a consequence of the public policy of giving subsidies to industry — 
and agriculture in the form of low railway freight rates. If it is assumed that 
the difference between the average ton-mile rate—the best measure of service — 
rendered—in Canada and in Argentina or Australia, is in the nature of a sub- 
sidy to Canadian industry and agriculture, such an assumption is no more far- — 
fetched than some. of the assumptions on which the propaganda for railway — 

{[Mr. A. R. Mosher.] 
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monopoly is based. In any event, whether these differences in ton-mile rates are 
onsidered subsidies or not, the fact stands out that Canadian industry and 
| agriculture obtained railway service last year for about $200,000,000 less than 
_ they would have obtained it on the basis of the Argentine rate, and for 
ie $400,000,000 less than they would have obtained it on the basis of the Australian 
yg rate. The Government’s contribution to the interest charges on the securities 
_ of the C.N.R. are far outweighed by the differences in the cost of railway freight 
service in Canada, and in countries of similar economic development and more 
_ favourable conditions of railway operation. 
; As the Ottawa Journal points out, the chief reason why Canadian railways 
_ show less profit than many others is that we have the lowest railway freight rates 
in the world. It pertinently adds that the losses figured against the C.N.R. are 
_ offset by the value to general business of low freight costs. 
‘ The primary producers and the heavy industries are the chief beneficiaries 
of the low freight rates. Perhaps they are as much entitled to a subsidy in that 
form as the manufacturers are to the high tariffs which enable them to charge 
_ higher prices than would otherwise be paid for imports. The recent, report on 
- textiles and tariffs by Mr. Justice Turgeon might suggest to the Committee 
that the savings to the consumers of Canada, which might be effected through 
_ more unified control of the protected manufacturing industries, would be vastly 
- greater than any savings which are likely to be effected by railway unification 
on behalf of non-Canadian owners of railway securities. 


EFFECT ON RAILWAY EMPLOYMENT 


Much of the argument for railway unification makes assumptions about 
‘the effects on railway employment in future, which, in our opinion, are not well- 
founded. In an address to the Regina Board of Trade, Sir Edward Beatty said:— 


I am told I propose to throw thousands of men out of work. I repeat 
4 what I have already said . . . that protection for labour is a neces- 
; sary part of my plan, and that savings in that regard should be made 

gradually, wisely and considerately, and without hardship to those now 
dependent upon railway employment. 


In another address (published in pamphlet form under the title “ Canada’s 
Railway Problem and its Solution”), Sir Edward said:— 


Then there is the second objection that union means a disregard for 
the human element, in that it will involve a reduction of personnel. It 
is true that this may be the result: yet such a reduction is inevitable unless 
very prosperous conditions are restored. But those who are apprehensive 
are apparently unaware of the substantial turn-over of railway labour 
in normal times. It has been shown by investigations in the United States 
that the normal turn-over by withdrawals due to ill-health, death, retire- 
ments and voluntary changes runs from 5 per cent to 6 per cent of the 
total number of employees. Therefore, from natural causes, in the event 
the vacancies were not filled, the personnel of Canadian railways would 
be reduced in five years from 25 per cent to 30 per cent, and it would 
not be possible to administer the unified properties with a staff reduced 
below 75 per cent or 70 per cent of normal. 


Advocates of this process of reducing railway staffs assume that the with- 
- drawals from employment in the various branches of the railway industry will 
- in the main be uniform or proportional. What warrant is there for such an 
assumption? No doubt there can be a certain amount of shifting of employees 
- from one job to another—a.round-house man to fireman’s job, or a fireman to 
a trainmans’ job, and so on. But the possibilities of such shifting without a 
serious loss of efficiency are limited. Then, if no new employees are to be taken 
ay 60335—54 
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on as apprentices or beginners, the whole system of promotions will be dislocated. 
Can the man promoted from a junior to a senior position continue to do the 

work of a junior while at the same time filling the senior position? You wouldn’t 
that be necessary on the assumption that no new a. are to be taken on 
for five or six years? 

Many railway jobs can be efficiently filled only by men who have long 
training, not only technical training, but training in habits which make for 
stability of character. If the railways for four or five years stopped training 
young men to do the many varieties of skilled work they require they would 
then have to have to import skilled workers. In that case, the reduction of 
railway jobs available to Canadians would not be only 25%. or 30%; the jobs 
which would be filled by imported workers would also be lost to Canadians. 

The assumption that a “painless” reduction of railway staffs can be effected 
by not taking on young people to train them for jobs requiring high degrees of 
skill, is plainly far-fetched. Even if it were possible for the railways to carry 
on efficiently for several years without training young people for railway work,— 
which we do not believe—it would not be in the national interest to adopt such 
a policy. Any industry which for several years failed to provide opportunities 
for young people to become skilled workers would be neglecting its own 
interest and shirking a responsibility it owes the nation. 

Another assumption is that a net decline in the number of railway workers 
which would result if vacancies left by retirements, etc., were not filled, would 
be a “painless” process for Canadian labour. This overlooks the possibility 
that there are railworkers or other citizens banking on the hope of getting their 
sons jobs on the railways during the next five years. Frustration of that hope 
would not be exactly painless. 

Spokesmen of the Canadian Manufacturers’ Association, appearing before 
the Rowell Commission, referred to the “painless” process of reducing railway 
staffs as a “self-amortizing conception of the unemployment problem attaching 
to unified railway operation.” That has a business-like sound. To amortize 
is to provide for the restoration of capital and interest to a creditor, who, if he 
does not need it at the moment, can put it in a safety deposit box until he can 
make use of it. But the capacity to work differs from capital in that it is bound 
up within the person of the worker. The “painless” process of reducing railway 


staffs would not be amortization or a process of restoration, but it would extin- — 


guish certain opportunities of employment, which would be tantamount to 
extinguishing the opportunities of a certain number of workers to live decently 
on their earnings. It would not provide for sinking fund of employment, but 
would sink some 30,000 jobs and throw some 120,000 people on the quicksands 
of the dole. 

The self-amortizing conception would seem to be a product of confusion 
of thought, or at any rate of a mode of thinking which has little regard for 
the human element involved in the problem of unified railway operation. 

Probably the spokesmen of the Canadian Manufacturers’ Association were — 
not expressing the view of all their members. In this connection, it may be © 
- noted that Mr. Elmer Davis, a former President of that body, has come out 
in flat opposition to railway unification. Moreover, he has declared that the 
C.N.R. officials have been “muzzled” or prevented from entering into the con- 
troversy as they might have done, if they were not influenced by the fear of 
what might happen to their jobs if unification is effected. Mr. Davis’ irreverent 
coe was given twenty-nine lines on an inside page of the Montreal 

tar 

In a rational economic system, the railways and other industries might be 
expected to provide opporunities for the workers to earn a livelihood, increasing — 
at a rate at least proportionate to the increase of population. In 1920, the 
average number of railway employees in Canada was 185,177. Increased in — 
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- proportion to the increase in population since 1920, the number would have 
_ been over 250,000 last year. According to the Dominion Bureau of Statistics 
_ the number last year (subject to revision) was only 125,302. Thus the railways 
_ were only employing one-half of the number of workers they might be expected 
_ to employ in a rational economy, expanding in an orderly manner. 

It is assumed that by unification the personnel of the railways can be 
reduced from 25% to 30% below normal. The year 19380 is referred to as a 
normal year. The average number of employees fell 35% from 1928 to 1933, 
and the recovery since has been small. But starting from the average number 
reported employed last year, a reduction of 25% would mean 31,000 fewer 
employees and a reduction of 30% would mean 37,500 fewer employees. On 
the assumption that unification will make possible a saving of $75,000,000, 
and taking account of the fact that last year wages and salaries represented 
62% of the total operating expenses of all Canadian railways, and the further 

fact that average earnings per employee were $1,396, the reduction in the 
_ number of employees would be 33,000. The railways would then be employing 
92,000 persons, or less than one-half the number they employed back in 1920 
when the war-time promises of abundant jobs and a better life were still 
~ echoing in the land. 

Thirty-three thousand workers, allowing three dependants to each, would 
equal the population of Ottawa at the last census. How can it be inferred 
that a process which, if feasible, would withdraw the means of livelihood from 
132,000 people, be a “painless” one? 


Tue Factor or CoMPETITION 


. The arguments for unification as a means of eliminating competition could 
be used in a campaign to get rid of most of the democratic institutions of the 
- country. If one political party were freed from competition by the scrapping 
_ of the other party, certain savings would be effected; but the surviving party 
- would probably make use of its monopoly of political power to serve the 
interests of its adherents at the expense of the public. Twelve years ago the 
- President of the Canadian Pacific Railway expressed a doubt that “it would be 
_ possible, with the best executive, the most loyal and efficient officers, and the 
' wisest and most patriotic board of directors, for an enterprise with 100,000 to 
- 150,000 employees to be maintained in the highest state of efficiency without 
_ the spur of competition.” And L. §. Fournier, an opponent of government 
- ownership and an authority on railway matters, said “ that the resultant rivalry 
- in service (between the C.N.R. and the C.P.R.) has been beneficial to both 
f systems and to the public is well recognized by the Canadian people.” 

. Though competition in some forms may be a spur to effort and productive 
of benefits, in other forms it may produce waste. But who is to decide when 
- competition is good or bad? A Board, say, of seven members, three of whom 
is would regard themselves as custodians of private property, while three others 
_ would regard themselves as custodians of public property? The decision would 
~ in most cases be made by the casting vote of the Chairman—a one-man decision. 
_ There may be grounds for the assumption that unified management will work 
' without a real union of the properties, or a marriage for better or worse on a 
_ basis of equality, but obviously the set-up would carry the danger of one man’s 
e exercising dictatorial powers. And decisions as to what is good or bad com- 
i petition, in the complicated circumstances of railway operation and the com- 
_ plexity of interests involved, should be entrusted only to a public body. 
The financial problems of the railways are obviously intensified by the 
competition of other forms of transport. If unified control of the railways 1s 
necessary to eliminate competition between them, assuming that it can be 
eliminated without undue damage to communities, is not unified control of motor 
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vehicles transport equally necessary? If some railway competition is bad, so 
is some motor vehicle competition bad, but hardly all. Motor vehicle competi- 
tion was, in large measure, the spur to streamlined and faster passenger trains. 
Motor buses have taken a certain amount of passenger traffic from the railways, 
but the special character of the motor bus service has promoted considerahle 
travel which otherwise would not have taken place. 

Widely different opinions as to the effect of the competition of motor trucks 
upon railway freight traffic have been expressed, but it cannot be doubted that 
it has largely contributed to the reduction in railway revenues. The motor truck 
operators carry the higher class of commodities and do not, except in special 
cases, carry raw materials in the form of bulky commodities. Their costs 
are reduced by a right-of-way for which they only pay part of the cost. The 
railways not only lose high-class freight to the motor trucks for a large part of the 
year, but sustain a further loss arising from reductions of rail rates on high- 
class freight in attempts to retain such traffic. They have the obligation to 
carry the cheaper heavier freight at all times, and to maintain services through- 
out the winter months when the motor trucks do not or cannot maintain a high- 
way service. Some railway branch lines carry little or no high-class freight 
except during the periods when the weather interrupts the motor truck services. 
Yet there are few or no regions in Canada for which railway transportation is 
not vital for several winter months. That is another important reason for 
regarding railway transport as a public service entitled to special consideration. 

To a considerable extent, motor vehicles are subsidized to compete with the 
railways for the cream of the freight traffic, and some of the passenger traffic, 
at a time when their operations are most profitable, and without the obligation 
which a common carrier should assume to provide a continuous service and 
move any freight offering. 

Such competition is largely unfair and the problem of regulating it de- 
mands as much attention as the problem of regulating competition between the 
railways. Unified management of numerous motor vehicle companies and 
operators may be out of the question, but it is posstble to make public regulations 
controlling standards of operation, character of service and rates, ete., which 
would minimize the unfavourable aspect of the competition of motor vehicles 
with the railways. No investigation of the railway situation in Canada can be 
adequate unless the effects of competition by other forms of transport are 
thoroughly considered. 


Tue EFFICIENCY OF THE RAILWAYS 


Propagandists for railway monopoly claim that the managements of both 
railways have neglected opportunities for promoting efficiency and economies. — 
It may be pointed out that the Dominion Bureau of Statistics has calculated that 
from 1920 to 1935 the man-hour efficiency of freight train crews in Canada in- 
creased by no less than 80 per cent—efficiency being measured by the ton-mile 
movement of freight. In the same period, the volume of production per employee — 
in the manufacturing industries of Canada increased by 45 per cent. In these 
fifteen years there was some reduction in the working hours in some manufac- — 
turing industries, so that the increase in productivity per man-hour may have — 
been a little more than 45 per cent, but hardly as much as 50 per cent. This, of — 
course, is the average increase for all manufacturing industries, some branches 
of which may have shown a greater or a lesser increase. i 

But the fact stands out that the rate of increase in man-hour efficiency in~ 
the most important division of the railway industry was then considerably greater 
than in the manufacturing industries as a whole. In 1935, the average hourly - 
wage of freight train crews vas 7-2 per cent higher than in 1920, but the increase 
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in efficiency per dollar of wages was 60 per cent. From 1920 to 1935 there was 
_ a decrease of about 44 per cent in the number of freight employees, while the 
— decline in ton-miles was about 25 per cent. 

Such changes do not indicate a lack of alertness on the part of the railway 
managements to seize every opportunity to promote efficiency and economy. — 


REDUCTIONS IN RAmWwAy EXPENDITURE AND EMPLOYMENT 


The: rationalization policies adopted during the depression cut deep into 

_ railway labour. From 1929 to 1933, the payrolls of the C.P.R. and the C.N.R. 

lines in Canada were reduced by no less than 46 per cent; the loss in salaries and 

wages was nearly $122,000,000. Comparing the so-called normal year, 1930, 
with 1937, payrolls were down nearly $70,000,000, or 28 per cent. 

The depression reduced the number of railway workers by 64,768, while 
many of those still counted as employed were for long periods on part-time 
schedules. In 1936, there were still 47,373 fewer employees than in the so-called 
normal year of 1980. 

Some idea of the intensity of the rationalization may be gathered from a 
comparison between 1930 and 1936. The ton-mile movement of freight was 
down 8:9 per cent. But the number of employees was down 27 per cent, and 
the payroll was down 32 per cent. It may be noted that the payroll decline was 
$79,200,000. Total operating expenses as from 1930 to 1936 were down by 
$90,000,000, or 26 per cent. Of the saving thus effected, nearly 87 per cent was 
at the expense of the payrolls. 


Wuat Wou.tp UNIFICATION ACCOMPLISH? 


Unification of itself carries no guarantee that substantial economies can be 

effected, except by a curtailment of services, the net result of which might be that 
the savings made in the interests of the shareholders, mostly: living outside 
of Canada, would be offset by losses to Canadian companies. 
é In Great Britain, since the war, a large number of railways have been merged 
- into four regional systems, and rationalization applied in a comprehensive 
manner. But though Great Britain has for some years been enjoying an un- 
precedented boom, industrial production rising to 28 per cent above the 1929 
level, it would not appear that unification brought about the savings expected. 
The fact is that the British railways were recently allowed to make a general 
increase of 5 per cent in freight rates, with higher increases on a list of specified 
commodities. In France the railways have also undergone a process of unifica- 
tion, but apparently without the expected benefits. At any rate, as has been 
_ mentioned, the railways were recently authorized to make rate increases up 
to 25 per cent. 


DEFEATIST PROPAGANDA ON THE RAILWAY SITUATION 


ia The general underlying assumption of the propagandist for railway 
- monopoly is that the evolution of the Canadian industrial economy has 
- run its course. They talk as if there was no hope of further economic 
expansion such as would increase traffic to a point which would solve the 
financial problem of the railways, and at the same time increase the oppor- 
tunities of employment to a point which would solve the problem of unem- 
- ployment and the burden of taxation due to relief. It is particularly dis- 
_ quieting that the Canadian Manufacturers’ Association and the Canadian 
Chamber of Commerce appear to have accepted this pessimistic view. We 
_ wish to emphasize that, in our opinion, the worst thing about the propaganda 
_ from high places to which Canada has been subjected in recent years 1s that 
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it has been an expression of the spirit oi! defeatism. Business and political 
leaders to whom we ought to be able to look for inspiration and encourage- 
ment, have been exposing an alarming lack of faith in the future of Canada. 
They have been selling Canada short—a species of left-handed enterprise 
which not so long ago would have been denounced as anti-patriotic. 
The spirit of defeatism which has emerged in the third decade of Canada’s 
century is as surprising as it is profoundly disturbing. The propaganda 
regarding the railways is not its only expression. Counsels of defeatism oppress 
~ the people’s outlook on all their problems. Not only has the morale of the 
railway employees been affected. The drumbeats of alarm and discourage- 
ment have shaken the whole national morale, and aggravated the forces and 
emotions which make for national disunion. . 
Writing in the Winnipeg Free Press, a ‘“Maritimer” takes issue with the 
propaganda for railway monopoly, and says that if the Government capitu- 
lates to this propaganda, the people of the Maritimes will regard it as 


a notice that the politically-dominant central provinces have fallen 
for the defeatist counsel of the financial leaders. . . .These propa- 
gandists are telling us that the long-deferred hopes of the Maritimes 
that Confederation would prove a better bargain in the future than 
in the past, should be indefinitely deferred. And hope deferred even- 
tually produces a revulsion against the thing on which the hope was 
based. 

The real question which should be getting consideration is the 
construction of an economic system which will function on a _ high 
level of activity, and produce not only the traffic needed by the rail- 
ways, but the employment needed to give the masses of the people 
some measure of prosperity. If politicians and business men cannot 
answer that question, then Confederation has shot its bolt and hardly 
deserves further loyalty. 


By Hon. Mr. Haig: 

Q. That letter was written by a man or woman who did not sign his 
or her name. Do you think it is very important for this Committee?—A. Take 
it for what it 1s worth. 

@. But it is not worth anything. The writer was ashamed to sign the 
letter.: 

The Wirness (Continues reading): 


Many people believe that the central provinces have unduly profited at 
the expense of both the East and the West. The reasons for that. belief 
may be debatable, but it is a source of dissension which has to be reckoned 
with. The Canadian Manufacturers’ Association which has its seat of | 
power in the central provinces, has poorly served its members and the country 
by becoming a party to a propaganda of pessimism which, if not deliberately 
designed to weaken the loyalty to Confederation of the East and the West, — 

may nevertheless do so and increase the difficulties of developing a true © 
spirit of national unity. 


TRANSPORTATION FOR SERVICE RATHER THAN PROFIT 


The propagandists of unification assume that the rule of profit and loss — 
should be applied to the transportation system as rigidly as to any one-horse 


private enterprise. On that point we may again quote the Ottawa Journal, — 
which says:— 


To speak of it (the transportation system) as a mere business ~ 
enterprise, subject to curtailment of expansion saeeeaaties to its prone: or | 
[Mr. A. R. Mosher.] % 
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lack of them, is to speak nonsense. Transportation is a national service: 
a national service in the sense that aids to navigation are a national 
service, or our canal system, our post office or our public buildings and 
works. Nobody asks that these shall show a profit each year. Nor does 
anybody attempt to capitalize their losses, adding the loss to our deficits. 


Incidentally, it may be noted that the Dominion Government’s expenditures 
on canals, harbours and aids to navigation have run to well over $700,000,000. 
If these elements of the transportation system were handed over to a trust to 
operate, the trust’s books would show assets of over $700,000,000, offset by 
liabilities of a similar amount to the Dominion Government. Would the fact 
that it could not pay compound interest on its debt to the Government be 
regarded as a national loss? Yet it would be so regarded. by the method of 
book-keeping which makes the C.N.R. show deficits of $100,000,000 a year. 
The cost of the old Intercolonial, which presumably so far as the ‘public is 
concerned was long since liquidated, is still counted as a liability of the C.N.R., 
upon which it is expected to pay interest—at least by those who seek to make 
the railway question the main scapegoat of the troubles of the nation or the 
shortcomings of political and business policies. 


By Right Hon. Mr. Meighen: 

Q. I do not know who it is that is asking that we earn interest on the 
investment in the Intercolonial. I do not see any advantage in setting up these 
straw. horses for the purpose of shooting them.—A. That is a method of 
book-keeping. 

@. Nobody is arguing that we ought to earn interest on the Intercolonial— 
A. It has been suggested a number of times. 

Q. I do not know who suggested it. That amount is not on our books for 
that purpose at all. 

Hon. Mr. Murpocx: But does that not come into the debt? 

Right Hon. Mr. MricHen: No. The debt to the public is the debt upon the 
securities of the Canadian National system held by the public. We should all 
be so happy that we should adjourn Parliament if we could only get to the 
point. where we could pay the debt to the public. 

The Witness: It has been stated time and time again that $100,000,000 
was being lost by the Canadian National yearly, and I say it is by the same 
method of book-keeping you would get the facts stated here. 

Hon. Mr. Haic: But that is not correct. 

Mr. Bicear: As a matter of fact, an exhibit that was put in this morning, 


= No. 95, shows that included in the proprietor’s equity, which is not in the balance 


sheet at all, there is $388,000,000 for capital expenditures on Canadian Govern- 
ment railways. 

Right Hon. Mr. Mrrcuen: Which is not charged in at all. 

Hon. Mr. Hucsssen: It was until last year. 

Hon. Mr. Roginson: It is not so long ago that I heard a representative of 


the Chamber of Commerce say that the changing of the book-keeping was a 


crime. 

Hon. Mr. Hara: But the $100,000,000 has nothing to do with what the 
Government owes. 

Hon. Mr. Rozsinson: I do not quite understand you. We had better let 
him go on. 

Hon. Mr. Hate: But I do not like it said that I let this go on without 
interruption. What is the use of letting him read something that is not true? 

The Wirness: It is a matter of book-keeping, and I say it is not untrue. 
I say that if the same mthod of book-keeping was used which makes the 
Canadian National show a deficit of $100,000,000 a year— 
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Right Hon. Mr. MnIGHEN: Even then you would not include the Inter- 
colonial. 

Hon. Mr. Murpocx: Mr. Chairman, may I suggest that to-morrow we have 
the proper official from the Dominion Bureau of evo uiee: come in and straighten 
this out? 

Right Hon. Mr. Mrrcuen: Counsel can straighten it out now. 

Hon. Mr. Murpvocx: If we have the figures here. I thought we were 
carrying part of this old load that everybody in his heart had kissed goodbye 
to long ago. 

Right Hon. Mr. Mriaren: It is not included in the $100,000,000. 

Hon. Mr. Cauper: It never has been. The ex-Minister of Railways, 
Senator Graham, knows that very well. 

The Cuarrman (Right Hon. Mr. Graham): As a matter of fact, it was 
quite hard work for me to sit still. I was charged in the House of Commons year 
after year that although I had a balance on operation, I fe not paid any 
interest. on the Intercolonial. 

The Witness: Hear, hear. 

Right Hon. Mr. MricHEen: We have got past that. 

The Wrrness: It is still being stated in the House of Commons and the 
Senate, but I thik I am correct in saying the deficit is $100,000,000, which 
includes the old Intercolonial. 

Hon. Mr. Hata: No, it does not; and, Mr. Chairman, I am not going to 
accept it. 


The Wrrness: All right. I will accept the Bureau of Statistics figure. 
Hon. Mr. Hata: I guess vou had better. 
The Cuatrman (Hon. Mr. Beaubien): Go ahead, Mr. Mosher. 


The Witness: Let us now consider the argument that unification will 
result in the application of strict business principles to the railway question. 
Those who make this argument assume that railway policy can be completely 
divorced from political or public policy. But how? How could the customs 
tariff be divorced from politics or public policy? Only by abolishing all pro- 
tective tariffs. The first step toward taking the railways out of politics would 
be to free the railways from public control of their freight and passenger tariffs. 
That would enable them to operate on the business principle of charging all 
the traffic would bear—and to solve their financial difficulties very quickly. 

But are those who argue for the application of strict business principles 

to the railways prepared to accept the logical consequences of this argument? 
Are they really aware that logically they are arguing for increases in railway 
rates? It may be doubted that they have thought things through. Otherwise, 
they might be perturbed by the logical conclusion of their argument—and still 
more by its implications. For if it would be a good thing to take the railways 
completely out of politics, it might be equally good to take other indus- 
tries out of politics by eliminating the thing which enmeshes them in 
the political set-up of the country, the protective tariff. 


TAXATION AND [THRIFT 


The contention that Canada must be saved from the continuing peril of 
a railway financial burden has little appeal to the workers, especially as the 
plan of salvation is designed to reduce their opportunities of earning a liveli- 
hood. As has been remarked, the tax burden involved is more than offset by 
the low charges for railway service. It is a pertinent question whether—or to 
{Mr. A. R. Mosher.] 
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what extent—the proposed railway economies would have the effect of saving 
money for people already wealthy, at the expense of the workers. 

The railway question in Caanda has been associated with the idea that 
the failure of the economic system to function satisfactorily in recent years is 
due to the weight of taxes. The incidence of taxes upon Canadian consumers 
is undoubtedly heavy, and thus tends to limit the power of consumption, the 
mainspring of business activity. But taxes are evidently not the only or even 
the main cause of the fact that Canadian business activity had hardly risen 
to 1929 levels before the recovery stopped and recession set in again. In 
Britain, with high taxes bearing heavily upon the wealthy, industrial produc- 
tion rose last year 25 per cent above the 1929 level. In Sweden, also with high 
taxes, industrial production rose 40 per cent above its 1929 level. j 

Economists hike J. M. Keynes argue that high taxes have helped to 
promote the business activity which Britain has experienced in the last few 
years. They say that the government, by stiff income taxes and succession 
duties, takes money from the rich who do not need it for personal consumption, 
and who could not invest it in productive industry under the conditions of recent 
years, and that the government, by spending this money on social services, 
places it in the hands of people who promptly use it to buy consumer goods. 
By this redistribution of the national income, an effective demand for consumer 
goods is created which otherwise would be lacking. 

The idea that it was desirable to establish conditions calculated to encour- 
age saving—even by the rich—had a certain validity while the capitalist 
economy was expanding and the savings could be readily employed in the 
creation of new productive or distributive enterprises. But to assume that 
savings by the railways at the expense of diminished opportunities of the 
workers to earn a livelihood will mean such a relief for taxpayers that they 
will proceed to make large investments in productive enterprise, and thus 
stimulate general business, is to overlook the fact that opportunities are lacking 
for profitable investment. 

It is said that lack of confidence on the part of investors is the cause of 
the stagnation in the capital goods industries. But confidence is more of an 
effect than a cause. If a new enterprise were suggested, with a reasonable 
prospect of getting a share of the consumer’s diminishing dollar, the presently 
idle capital, or the capital loaned to government at low interest rates, would 
jump at the opportunity. 

In such circumstances, it is apparent that the maintenance of purchasing 
power by government expenditure of funds raised by taxation is not only desir- 
able but necessary. The redistribution of national income in this manner is the 
only factor which enables the present economic system to carry on. ‘The 
insecurity which prevails throughout industry to-day is due to defects which are 
inseparable from the system under modern conditions, and this is one of the 
reasons why many economists believe that a reorganization of the system is 
inevitable. In any event, there is no justification for the belief that high 
taxation is necessarily an evil, or that lower taxation in Canada, resulting from 
a reduction in railway deficits, would bring about any benefits to the people 
of this country. 


Sir Epwarp Bratry’s SUBMISSION 


_ According to press reports, Sir Edward Beatty told your Committee that 
the legislation of 1933, enjoining co-operation between the railways, hasn’t 
worked, the reason being the disinclination of either system to relinquish con- 
trol of anything having potentialities of profit in the future. He did not want 
compulsory co-operation, with the compulsion coming from the legislative 
authority. But he talked as if unification would produce a compulsory power 
of its own, superior to the will of Parliament. 
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Under unification, the majority of the Board of Directors would undoubtedly 
be believers in private enterprise rather than in public enterprise. Hence, the 
Board would be inclined toward policies calculated to enable the properties of 
the private system to make a better showing than the properties of the public 
system. 

The first point of Sir Edward’s plan is that “the two railways should con- 
tinue to own their present properties.” But, since unification is based on the 
theory that savings are to be effected by abandoning duplicate properties and 
services, and also unprofitable properties and services, the two companies could 
not continue to own all their present properties. Some properties as well as 
services would have to be scrapped. And with a Board of Directors more 
friendly to private enterprise than to public enterprise, decisions as to the 
abandonment of lines, stations, services, etc., would be.apt to aim at the con- 
servation of the properties and revenues of the private company. That aim, 
indeed, would accord with the more economical solution of the physical problem 
of lopping off lines and services. The C.P.R. had the first choice of locations 
over a large part of the country, and in the West the first growth of population 
was along its lines. We might infer from this that the abandonment of the 
C.P.R. lines and services would cause more damage to communities than the 
abandonment by the C.N.R. of similar lines and services. 

The C.N.R. had to take over a lot of lines built originally for colonization 
purposes in territories less promising than the territories first opened up by the 
C.P.R. The C.N.R. also took over lines built originally for political reasons. 
And then there were railway lines built to exploit timber areas, which were 
foisted upon the government system by political pressure after they had served 
their private owners’ purposes of stripping the timber areas. From that also 
we may infer that the C.N.R. has lines and services which could be abandoned 
with relatively less damage to communities than would arise from similar with- 
drawals by the C.P.R. 

In fact, under the so-called ‘$75,000,000 savings” plan, it is proposed to 
abandon 3,258 miles of C.N.R. lines and only 1,705 miles of C.P.R. lines. Or, 
as Mr. J. C. Macnabb, of the C.P.R., put it, “one of the C.N.R. lines across the 
continent wculd have to be scrapped.” It cannot be doubted that under joint 
management this compulsion to abandon lines, stations, services, etc., would be 


most vigorously applied at the expense of the C.N.R. and the communities it now — 


serves. 
That is the crux of the proposal. The C.P.R. has little to lose, and some- 
thing or much to gain. On the other hand, it is doubtful whether the C.N.R. 


has anything to gain, while it has much to lose. Although the unification plan 


is predicated on the assumption that Canada is facing years of business stagna- 
tion or even retrogression, it is permissable to hope that there is still enough 
intelligence and energy in the country to produce a new era of progress and 
prosperity. And that possibility should be reckoned with by your Committee 
and by Parliament. 

If the net railway earnings in a prosperous future should be divided on a 
basis dictated by past experience, the C.P.R.’s share would grow unduly, and 
perhaps become far out of proportion to the service rendered to the public. It 
may be a long time before the C.P.R. obtains from its lines on the southern 
prairies earnings comparable with those of the years before the drought. On 
the other hand, the C.N.R.’s more northerly lines may become more and more 
profitable as a result of the northwest shift of population and mining develop- 
ments. 

The second point of Sir Edward’s plan is that no publie guarantee would be 
given the C.P.R. security holders. But his third point provides that the C.P.R. 
shall receive the lion’s share of the future net earnings of the railways. This third 


point is that “each group of owners should continue to receive the net earnings 
[Mr. A. R. Mosher. ] 
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3 which past experience indicates that their company would have received as 


an independent institution, and that the additional net earnings made available 
by unification be shared between them on an equitable basis.” 

Report No. 4 of the proceedings of your Committee gives the net operating 
revenues (before meeting tax accruals, hire of equipment and rent of joint 
facilities), of the C.P.R. for the fourteen years, 1923 to 1936, inclusive, as about 
$045,000,000, and those of the C.N.R. Canadian lines as $246,000,000—or com- 
bined net operating revenues of $791,000,000.. The division of the net earnings 
indicated by past experience would then be approximately: 70 per cent to the 
C.P.R., and 30 per cent to the C.N.R. 


By Right Hon. Mr. Meighen: 


Q. Why do you exclude the United States lines of the C.N.R.?—A. We 
are dealing particularly with the Canadian situation, and thought it better 
to do it in that way. 

Q. You have to deal with United States lines whether you want to or not. 
—A. I do not think it would make any difference in the final computation. 

Q. Are there no earnings on the United States lines?—A. Yes, but I 
think it would be in the same proportion. The Canadian National and the 
Canadian Pacific both have lines. 

Q. You know the Canadian National have a much larger mileage?—A. It 
would not make much difference. 

To meet annual interest charges on C.N.R. securities held by the public, 
approximately $50,000,000 is now required. If the C.N.R.’s share is to be 
30 per cent, then before it would receive $50,000,000, the unified system would 
have to show net earnings available for interests and dividends of nearly 


__ $170,000,000, which would require a “net operating revenue” of around 


$180,000,000. 

Q. I think you have made a wrong calculation. I know it is not inten- 
tional. If I understood the suggestion, it was this. We take a period of years 
and find the earnings the C.N.R. would have over all of its system, and 
similarly for the C.P.R., out of the total average for all the system, and divide 


that amount of earnings in accordance with that proportion. Then the C.N.R. 


he 


would get at least half. You are extending the proportion right on. You can- 
not do that. You have to take those average earnings for those years, and it 
is only up to that amount that you divide the revenues. Above that you have 
to give the Caandian National half, so your calculation is on the wrong basis. 


4 A. Perhaps by the time we get through with this calculation you will see that 


it is not. We make provision first— 

Q. But you are wrong—A. Perhaps so. Maybe you will be able to find 
out where we are wrong. 

Grant the possibility, which is hardly a probability, that unification can 
achieve a ratio of operating expenses to gross revenue of 70 per cent for the 
unified system (last year this ratio for the C.P.R. was 80-6 per cent and for 
the C.N.R., 93-1 per cent); then, in order to hand over $50,000,000 to the 


C.N.R., available for interest charges, the unified system would have to have 


gross operating revenues of $702,000,000. Last year the two railways had 
gross operating revenues of $310,000,000. So the gross revenues would need 
to increase two and one-third times. 

The C.P.R. had a net operating revenue of nearly $62,000,000 in 1928. 
Its net income before dividends that year was $48,800,000. At present, its 
funded debt calls for interest payments of approximately $20,000,000 annually. 
Before the great depression, dividends on preferred stock ran up to $5,000,000 
and on ordinary shares up to $30,000,000, or total payments to these classes of 
security-holders aggregated around $55,000,000 a year. 

From these figures, it may be inferred that the C.P.R. is not likely to agree 


to a change from the proposed principle of dividing the net earnings of a 
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unified system (the seventy-thirty principle) until its share comes up to at 
least $50,000,000. That sum indeed would only be 5 per cent on its total 
liabilities which now run close to $1,000,000,000. 

Now, if and when under the Beatty plan the C.P.R.’s share should rise 
to $50, 000, 000, the C.N.R. would be receiving $21,400,000. The unified system 
would then have to show net earnings available to capital of $71,400,000, which 
would require a “net operating revenue” of over $80,000,000. On a ratio 
of operating expenses to gross revenues of 80 per cent, a gross revenue of 
$400,000,000 would be required, as compared with $310,000,000 last year. 

These calculations indicate that a division of net earnings on the basis 
of past experience (one of the fundamental points of Sir Edward’s plan) would 
work definitely to the advantage of the C.P.R. They indicate too, that no 
great improvements in the financial position of the railways can be expected 
without a material increase of traffic and consequently of gross revenues. 

The President of the C.P.R. is entitled to advocate any scheme which he 
thinks will serve the interests of the security-holders of his company. But 
our examination of his scheme has not persuaded us that he is entitled to argue 
that it is inspired by the patriotic motive of saving the country from impend- 
ing bankruptcy. 


CoNCLUSION 


It may appear to this Committee that the Canadian Brotherhood of Rail- 
way Employees, in urging that no change be made in the present physical 
set-up of the railways of Canada, or in operating policies, is adopting a purely 
negative attitude. To the extent that any such change would have the effect 
of reducing employment or services, the Brotherhood must strongly oppose it, 
on the ground that any reduction of purchasing power would be injurious to 
the national welfare. The Brotherhood claims further that, if industry does 
not provide employment and purchasing power to citizens who are willing and 
able to work, the responsibility for doing so falls directly upon the Govern- 
ment, and it is as fully justified in subsidizing the railways in order that they 
may employ as many workers as possible, as in subsidizing manufacturing con- 
cerns through protective tariffs, or in providing public works programs or 
relief projects. 

The attitude of the Brotherhood in this matter is based upon a realization 
of the fact that opportunities for employment are decreasing; that the present 
economic system is not functioning in a satisfactory manner, and that any 
further contraction of opportunities for employment, such as the proposed 
reduction of railway jobs by 30,000, would be extremely harmful. This would 
be only the beginning of a vicious circle, involving the placing of at least 120,000 
peopic on relief, and throwing many additional thousands of workers out of 
employment. The reduction of employment on the railways by nearly 80,000 
workers since 1928 has been a serious obstacle to economic recovery; and the 
greater the number of unemployed the worse the situation will get. It would have 


been preferable, from the standpoint of the nation, to have reduced working ~ 
’ hours, and maintained all railway workers in employment, than to have been > 
forced to spend millions of dollars on relief, with a consequent destruction of — 


the morale of these workers and their dependents. 
In the opmion of the Brotherhood, there can be no final solution of the 


problem of imdustry, and of the railways until the present economic system is — 
re-organized in such a manner that every citizen will be able to obtain employ- — 
ment, and earn sufficient income to maintain himself and his dependents, with — 
work, leisure and products equitably shared. When the people of Canada become ~ 


convinced of this, and determine to make the necessary changes in the system, 


no railway worker will object. But they will not willingly permit the adoption — 
of policies which will lessen employment in any industry, and the people of ; 


[Mr. A, R. Mosher.] 
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- Canada will not permit any lessening of railway services, or the creation of a 
- railway monopoly under private control. 
In the meantime, however, the Brotherhood would suggest several lines of 
investigation which this Committee might profitably follow. They are: 1. The 
possibility of reducing the rate of interest on the C.N.R. indebtedness, This 
would place the burden on those who can bear it—the bond-holders—rather than 
upon the railway employees who cannot do so. 2. The regulation of competitive 
forms of transport. Not only in Canada but in many other countries, it has 
been found that unregulated highway transport, by taking from the railways 
commodities on which comparatively high rates had been paid, have cut deeply 
into railway earnings. The railway rates are subject to complete regulation, 
while highway transport, as well as transport by water and by air, have been 
almost wholly unregulated. 3. The increase of passenger and freight rates, 
in such a manner as to permit the railways to earn a reasonable rate upon their 
capital investment. The Canadian Government has adopted a definite policy 
of maintaining low rates on certain bulk commodities, in order to promote export 
_ trade; as has been shown, if the rates charged in other countries were charged in 
Canada, there would be no railway problem as such, but it has been considered 
desirable to keep the freight rates low and to make up railway deficits directly 
out of taxation. While high rates on other commodities could be obtained, 
_ due to the absence of highway transport competition, such a freight rate 
structure was possible, but it is clear that railway rates must be increased and 
competition must be regulated if the financial requirements of the railways are 
to be met out of their earnings. 
One thing is certain, that a railway monopoly under private management 
- would increase railway rates, since it would be able to control not only any 
_ regulatory commission but the government itself. If this fact were understood 
_ by the business and financial leaders who are now advocating some form of 
monopoly, they would very quickly change their attitude. The people of Canada 
' generally, however, are not impressed by such propaganda, and they will not 
- permit the Canadian National Railways to be sacrificed on the altar of finance, 
- nor will they be moved by the demand of capital that it be protected at the 
expense of the workers. 
4 We would therefore urge this Committee to consider the problem in its 
- broad national aspects, having regard to the desirability of maintaining employ- 
- ment at the highest possible level, and of giving to the people an adequate 
_ railway service. Any proposal which would seriously affect these two factors 
' would have far more serious effects than the continuance of present conditions. 
' However onerous the burden of the C.N.R. interest deficits may be upon the 
_ taxpayers, they would suffer still more severely from any scheme which would 
" create a railway monopoly, and destroy the integrity of the Canadian National 
~ Railways as a publicly-owned and publicly-operated system. 


Right Hon. Mr. Meighen: 


: Q. You assume, Mr. Mosher, that an increase of rates would increase the 
_ revenue. Are you quite certain you are right there?—A. Am I quite certain 
el am right? . 

Uh Q. Yes—A. Well, I am quite certain I am right that if the rates are 
_ increased it will increase the revenue. Of course there might be a certain loss 
in certain freight to other modes of transporation. 

iy Q. I do not think the railway executives are quite so sure of that. Certainly 
_ it would not increase the revenue from their competitive rates; it would diminish 
it very seriously. As respects non-competitive rates, like that on Western wheat, 
_ you have to keep in mind that our wheat has to be carried say 50 miles for every 
_ 5 miles that Argentine wheat would be carried, and, I would judge, about 50 
miles for every 10 or 15 miles that Australian wheat would be carried. There- 
' fore the Canadian farmer, to compete with those other countries has to have a 
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lower rate or he quits. It does not follow, therefore, that an increase in rates 
brings an increased revenue. It might stifle the whole revenue—aA. Of course 
you will appreciate the fact that we are not advocating increased rates. 

Q. I know that.—A. We are pointing out that if they are to solve their 
financial difficulty from earnings they must do it by increased rates. 

Q. I know you are arguing that. I know you are not arguing that we should 
increase rates. You made that very clear. But you did argue that we should 
make our revenues quite ample if we did increase rates. I say I have not been 
persuaded of that yet—A. I only said they would have been quite ample had 
they charged the stuff they hauled in 1936 at the rates charged in Argentina or 
other countries. 

Q. That is not the point. If the goods were supplied, certainly they would, 
but it does not follow that the goods would be supplied or continue to be 
supplied. 

Hon. Mr. Ropinson: I think he made the argument too that this is a sub- 
sidy to the wheat growers, and whether it should be charged to the railways 
is a question. 

The Witness: That is the whole point. 

Right Hon. Mr. MeiaHpn: But I am saying that that does not at all 
establish that increased rates would increase revenues. 


By Hon. Mr. Gordon: : 

Q. If freight rates were increased on western lumber from British Columbia, 
it would all go by the Panama Canal?—A. That is quite true, no doubt, 
but it does not alter the fact that if we are to have our railways haul freight 
at less than the cost of hauling it, plus a profitable margin, then we must be 
agreeable to paying them a subsidy for hauling it. I mean a privately owned 
company cannot haul it any cheaper than a nationally owned company. 

Hon. Mr. McRaz: It would not all be diverted. There is a great section 
of Canada that would have to pay the rates. . 

Hon. Mr. Gorpon: There is considerable going now via the Panama 
Canal to Quebec and Montreal. 

Hon. Mr. Caper: All the lumber that is used on the Prairies would never 
go through the Panama Canal. 


By Hon. Mr. Robinson: 
Q. You said in your memorandum, at page 20, second paragraph: 


It would have been preferable, from the standpoint of the nation, 
to have reduced working hours, and maintained all railway workers in 
employment, than to have been forced to spend millions of dollars on 
relief .., 


I had an idea that the reason railway workers were reduced was the stand 
taken by the organizations——A. I think you might be confusing the fact that 
_ the railway workers were not seeking reduced hours with consequent reduction 
in earnings. My suggestion is that the hours should have been reduced without 
reduction in earnings. 

@. But I do not suppose the railways could do that unless the railway 


organizations were agreed.—A. The organizations are quite willing that they - 


should reduce the number of hours of work per day or week, provided that the 
men’s earnings were not reduced accordingly. Smile if you wish, but we still 
contend that we believe it would have been better from the standpoint of the 
nation if the average weekly or monthly earning had been maintained, with the 
reduction of hours, to give more men work and keep them at work. We may be 
wrong, but that is our belief. 

[Mr. A. R. Mosher,.] 
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By Hon. Mr. Murdock: 

' Q. You omitted to put the word “daily” in there. You intended to put 
_ the word “daily” in there?—A. Yes. 

By Hon. Mr. Horsey: : 


4 
: Q. You spoke about faults of the economic system, and yet you went on 
. to suggest improving it by keeping the men in employment on the. railways, 
- and perhaps even increasing the number, even at points where they were, from 
q 
| 
F 
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- an economic point of view, as we would say, wasting money. If service is not 
- required at a certain point, and there is a waste there, why should there not 
_ be a co-operative effort to save that waste? And why should not men be ready 
in the railway line, as well as in every other line in Canada, to be engaged 
in economically profitable work in preference to economically unprofitable 
_ work? Why should we keep men working uneconomically on the railways, and 
increasing their number? To my mind, that is one of the faults of our system 
_ that we are trying to do that, when we should be trying to readjust those men 
- and have them working in other lines, where perhaps they would make twice 
_ as much money as they are making on the railway.—A. Under a proper economic 
» system, perhaps the present situation would not have developed at all. 

Q. Do you think we are going to improve the economic system by keeping 
men working in certain places where there is great duplication going on, and 
~ waste, when perhaps they might be transferred to some other line of work in 
_ which they might make more?—A. Far more readily than by throwing them on 
_ the dole and still further increasing unemployment. 

4 Q. But perhaps that would not be necessary. Perhaps that is what is 
_ putting more men on the dole now. If we are going to have more and more 
- men kept on at high rates of pay, causing higher taxes, where are we going to 
_ land? Do you think we can have every man in the country being paid, if there 
- is no work for him, and have fixed interest rates with fixed rates of pay?—A. I 
; am hoping, sir, that some day industry will be operated for the only end that 
justifies its existence, that is supplying all of the people with the goods and 
' services they require. If we used our natural resources and machinery and 
~ equipment to that end we would have no unemployment, and no uneconomical 
- services performed. 

; Q. We can have men working for service and for profit too. 


a By Hon. Mr. Calder: 

Q. You would take over all industry?—-A. That may be necessary. It 
~ seems now to be absolutely necessary that the basic industries be taken over. 
* does not seem to be any other solution. 


aoa b 


Q. Why not all?—A. It may be necessary to take them all. But it seems _ 
absolutely essential that a start be made by taking over basic industries. We 
~ cannot go on with several hundred thousand unemployed. 


By Mr. Biggar: 

Q. Your principal point, Mr. Mosher, is that economies should not be 
made in the railway service which would reduce the number of men employed 
in it?—A. Correct. 

Q. And what you really suggest, in the absence of a scheme such as you have 
just outlined so that every citizen would be able to obtain employment and earn 
| sufficient income, is that the burden should be thrown on other people? Your 
three suggestions are: first, to reduce interest and take some of the money from 
the people who, as one of the witnesses I think put it, were thrifty and had some 
‘eapital—that is your first suggestion? —A. I would not say that everybody who 
- got money got it just because they were thrifty. 
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to some extent, and it might not. 


ways to some extent. I say it will help the better employer in that industry. 


they must increase the rates to do it. 


A. Maybe not. I do not know what the result of your investigation will be. 
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Q. Do you think really seriously——A. I think there are many wealthy — 
people in this country who did not get their wealth by any degree of thrift. 4 

Q. Do you think seriously that that is a reason for taking capital away from 
people who ‘have it?—A. I am not sug ggesting that capital be taken away from 
people who have it. 

@. You are suggesting that interest should be taken away from them?— 
A. No. Iam suggesting that we might consider a reduction of interest. ‘ 

Q. What is the difference between taking away interest and reducing 
interest?—A. I take it that when you say “taking away” you mean all of it? 

Q. No, weg hues ie If you have an apple and I take half of it, I am 
taking tl A. Yes. 

(). Well, oe are sug opesting that we take—-—A. If it becomes necessary 
that we should take it all, I would agree with it. 

@. And your suggestion is that before any burden should be put on LHe 
railway employees, part of the burden should be transferred to others? And 
are they particularly able to bear the burden, those who are doing highway trans- 
port? You said that they should be regulated and prevented from doing the 
business that they are now doing?—A. No, sir, Ido not suggest that. I do not 
think that by regulating them you are going to hurt them. 

@. Would you help them and make their competition with the railways more 
effective?—A. Not necessarily more nor less, but it would make the competition 
among themselves equitable. 

Q. But it would not. affect the competition with the eee ays’—A. It might 


Q. Would it affect the railway situation or would it not?—A. It might to 
some degree. 4 

Q. What is your purpose in proposing it if it would not affect the railway - 
situation?—A. To show that the whole transportation system should be brought 
under regulation. 

Q. But what is your purpose in suggesting it here as part of the railway 
situation, if it is not to improve the situation of the railways?——A. It is to 
improve the position of the workers in the whole transportation industry, as well 
as in the railway industry. 

Q. I do not follow that. You say that you are proposing that there 
should be regulation of competitive forms of transportation. Is that not — 
for the purpose of assisting the railways—A. Yes, that will help the rail- 7 


@. We can disregard it as far as the railway industry is concerned.— 
A. Not entirely disregard it, no. 4 
Q. And your phere propasal is that the rates should be increased so~ 
that the Canadian farmer should pay more for the service that he is now 
getting at a low rate?—A. No sir, I do not make that proposal. I said = 
that if the railways are to meet their financial burdens from earnings, then 


@. Then these three proposals are just for investigation, and you are not — 
really proposing that anything should be done?—A. I am not proposing that — 
they should be increased without investigation. 

Q. Then in making those three proposals with which your remarks con- 
clude, you are really just suggesting that we should be optimistic and hope for 
ee times?—A. Not necessarily. I say that we should also investigate those — 
angles. 
Q. But if we do not investigate them successfully, then we do nothing?— — 


(Mr. A. R. Mosher. ] 
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Q. Why do. you We ie through your memorandum that a great 


attention to at. all?—A. Because it means that the money going to them in 
the payment of interest on these bonds is really not being expended in Canada. 
—_Q. So you mean we can afford to be less honest with them because they do 
not live here?—A. I do not say less honest, no, but we might be less generous. 
Q. It is generosity to pay what you promise to pay ?— A. No, but in various 
instances efforts have been made to reduce— 

2 Q. Certainly, if you are bankrupt—A. No, not at all. 


Oe By Hon. Mr. Horsey: 

a -Q. Do you think there should be any discrimination against them because 
~ they live outside the country?—A. No, I do not think that; I have not suggested 

that. But I say a majority of these bonds are held outside Canada, and conse- 
% ~ quently a majority of these interest payments are going outside of Canada, that 

4 would help to keep the wheels of industry moving here. 


a By Right Hon. Mr. Meighen: 

i Q. Do you not think we have to borrow more money right along?—A. Yes, 
at much lower rates than you are paying on those bonds. 

@. And do you think people will lend us more money if we do not pay 
: them what we owe them?—A. I am not suggesting, you know, that you should 
_ take them by the throat and take the interest away from them. Iam suggesting 
that it might very well be done\by conference and agreement with them. We 
have had that happen in many cases. 

Q. We should tell them that we want to employ some people here with their 
money, and therefore we will not pay their interest?—-A. It is difficult, of course, 
7 to put the words that you are to use in connection with that, sir. But I would 
_ say this, that when you speak of their money and our p: ayments, it is a question 
as to where the wealth is created, how they got it, and all the rest of that. 
 .Q. Oh, we ought to examine how a creditor in another country got his 
‘money?—A. Not necessarily, no. It might do some good if we did, though. 


; By Hon. Mr. Gordon: 

om, © Qu Did you ever think of it in this way: if we had not obtained that money 
we would not have had the railways?—A. No. You would not have expended 
the labour on it either, oud you? That is quite true. 


By Mr. Biggar: 

a @. Mr. Mosher, is there not an inconsistency between your statement on 
“page 5, that the capacity of the railways to earn an adequate return on the 

eapital invested in them was shown in 1928, and the statement at page 15 with 

regard to the deficits of $100,000,000 a year? How could there be deficits of 

$100,000,000 or any similar sum if the railroads had shown in 1928 that they 
ere capable of earning an adequate return on the capital invested? I think 

I know how you came to make that mistake——A. I don’t think there is a 

mistake, and I don’t think there is any conflict. 

ae GQ. You do not?—A.-No:; 

Q. In 1928 the Canadian National earned just enough, just about $2,000,- 
000 more, I think it was, than was necessary to pay the interest on those of its 
securities that were then held by the public—aA. Yes. 

_  Q. And the securities that were then held by the public represented oe) 
of Oe think, than two-thirds of the amount of capital that had then gone into 


Wy 


part of the bonds on our railroads are held outside of Canada? W hy is that eaiiad: 


et 
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Q. And there was not earned in 1928 enough 3 pay ON on the capital 
that had gone into the railways—A. Yes. 

Q. You follow that?—A. Yes. 

Q. And as a matter of fact the statement about the $100,000,000 on page 
15 is, I think, a mistake too, because if you look at the returns of the Bureau of 
Statistics for the Canadian National Railways, which you will find at page 67 
of the committee’s Proceedings, you will see that in 1928 the total amount of 


interest on funded debt was $74,000,000—not $100,000,000—and that in 1936 


it was only $35,000,000, and that included in the first place $40,000,000, in the 
second $49,000,000 of amounts due to the Government, which have since been 
earried to a foot-note and not into the balance.—A. Yes. 

@. So you see your $100,000,000 even was in excess 


By Hon. Mr. Hugessen: 

Q@. In excess of what? 

Mr. Biccar: In excess of the amount of the total used when you take the 
Government loans as well. 

Hon. Mr. Roprnson: The $100,000,000 is not correct, is it? 

Mr. Biccar: ‘No. 

The Wrrness: Colonel Biggar, I am only using the $100,000,000 as the 
statement has been made time and again in the House of Commons and outside 
that $100,000,000 is being swallowed up year after year by the Canadian 
National Railways. I am not using a statistical figure there at all. 

Hon. Mr. Hucrussen: I remember one occasion, I think in March of last 


year, when Sir Edward Beatty gave an address in Halifax, and he then said— 


I am using almost his words as I remember them— that no one can pretend that 
the deficit of the Canadian National Railways for 1935 was less than $120,000,000. 
That is the sort of statement Mr. Mosher is referring to. 

The Witness: Yes, correct. 

Mr. Biccar: To-morrow we wil! see what he intended by that. 

Hon. Mr. Hata: Gentlemen, it is 10 o’clock. I move that we adjourn 
until 11 o’clock to-morrow morning. 


By Hon. Mr. Sinclair: 


@. Just before we adjourn I should like to ask Mr. Mosher a question. 
You refer to the earnings of the railway employees, Mr. Mosher. Could you 
tell me the proportion of reduction in earnings by the railway employees which 
is brought about by the fact that they exchange work with those who are out 
of work and take shorter time than they would otherwise be entitled to by 
seniority?—A. I have not the figures to give you on that at the present time, 
Senator. I could get them. 

Q. You understand what I mean?—A. It affected more particularly the 
shop-craft employees, that is, the mechanics and helpers and workers in the 
shops. We only represent a small proportion of that unskilled labour. It is 


_ represented largely by the other organizations. 


The Cuatrman (Hon. Mr. Beaubien): Do you wish to adjourn now until 
to-morrow morning at 11 o’clock, gentlemen? 
Right Hon. Mr. Mrtcuen: Carried. 


The committee adjourned until to-morrow morning at 11 o’clock. 


* * 
ae 
RAILWAY CONDITIONS 1365 
EXHIBIT No. 95 
Ramways AcQuIRED BY Dominion Since 1905 
SS ee 
; Date taken Original Capital 
Name Mileage Over Purchase Investment at 
Price December 31, 1937 
$ cts. ts. 
Nova Scotia Steel and Coal Company ; AR 
JRE OR RIRL vent etre CRB OUE Teal WEL ales fttinaat ce 12-5) Sept. 20, 1911 100,000 00 |} Included in I.C.R. 
Sunnybrae to Ferrona Jct. 
New Brunswick & P.E.I. Railway...:... SOM Au a lL O14: 270,000 00 1,714,314 20 
Sackville to Cape Tormentine, N.B. 
Quebec and Saguenay.............20..).% 62 | July 1, 1916 | 3,489,313 53 7,932,339 70 
Cap Tourmente to Nairn Falls, PQ): 
Canadian Northern Railway System Biot: 9,513 | Sept. 30, 1917 See state/ment attached. 
einyand. vavelockora s2us bata e ane ai 26 | July 1, 1918 36,860 85 203,797 03 
Elgin to Havelock, N.B. 
Moncton and Buctouche.. ae 30 miele 1918 126,575 34 634, 394 20 
Moncton to Buctouche, NB. 
RESCUING mee Cerda ity ciety a thks eee De ee 29 se 1, 1918 65,000 00 388,111 46 
Hampton to St. Martins, N.B. 
Ratioouryeands Albert. sare tects acer 45 ae Lee OLS 149,785 82 727,876 77 
Salisbury to Albert, N.B. 
York and Carleton.. paar 10 eS 1, 1918 19,398 93 64,466 55 
Cross Creek to Ryan Brook, N.B. 
- Grand Trunk Pacific Rly. System... Bae. 2,732 | Mar. 9, 1919 See state/ment attached. 
Intercolonial Railway of N.B............. _ iil | Aug. 1, 1919 |} 2,700,000 00 8,257,320 69 
Campbellton to St. Leonards, N.B. 
Bollotbiniere and Megantic................: 30 Dec. 1, 1919 330,000 00 186,336 16 
__ Deschaillons to Lyster, P.Q. 
_ Grand Trunk Railway System........... 5,307 | May 21, 1920 See state|ment attached. 
eaCaraquet and Gulf Shore................ 80 | June 1, 1920 200,000 00 1,224,677 25 
Gloucester Jct. to puippresy Harbour : 
and Tracadie, N.B 
_ Cape Breton Rly. (Extension)... eset ok July 1, 1920 100,000 00 144,993 78 
Point Tupper to St. Peters, N.S. 
Montreal Tramways Company.. Hort 8 | Feb. 27, 1924 | 1,250,000 00 1,314, 869 14 
Montreal to Bout de L’Isle. 
~ Quebec Oriental & Atlantic Quebec and 
Wiestorm Wailwave. tented es esas 202 | June 1, 1929 | 3,500,000 00 4,539,755 97 
_ Matapedia to Gaspe, P.Q. 
~ Quebec, Montreal & Southern Railway. . 191 | July 16, 1929 | 6,000,000 00 5,519,842 86 
—  §t. Lambert to Fortierville and from 
Belleville Jet., to Noyan, P.Q. 
_ Inverness Railway.. Ree 6 | Auge. 8, 1929 375,000 00 889, 292 11 
Inverness Jct. to Inverness, ‘N.S. 
~ Kent Northern anil Wa vemnise ee tate 27 | Sept. 1, 1929 60,000 00 156,534 64 
Kent Jet. to Richibucto, N.B. 
e St. John and Quebec Railway.. : 158 « 8, 1929 |*6,000,000 00 6,133,405 88 
_ Westfield Beach to Centreville, N.B. 
a 
7 i Ramways AcquirED JOINTLY WITH CANADIAN Paciric 
= 
= Name Mileage | Date taken over | Purchase Price (5074, Government 
re and 50% C -) 
i 
af 
_ Northern Alberta Railways Company—) 
_ Former E.D. & B.C. Railway..... | 
Py Former Alberta & Great Water- $15, 580, 000 paid Province of Alberta 
4 TWEQIGIUS ZAR Olas aren mam | 9,420,000 obligations assumed 
_ Former ea Canada Railway ( 927 July 2, 1929 947,371 paid Province for ex- 
Ca (omipan vowel eeu ace ake ; tensions 
Former Central Canada Express 
» Gownany sek lee le don 


aed Terminal Railway Company— Capital Cost to December 31, 1987 


_ New agreement, substituting agree- (50% Government and 50% C. P.R. ) 
ments prior to acquisition of $ 500,000 Stock Darchased 

| bs Grand Trunk, entered into 23,724,800 Bonds Purchased 

fh November 7, 1924 


* Includes $2,727,977.40 bonds outstanding shown on attached statement. 
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_ Wee, PROCEEDINGS 


a —t 
. r OF THE 
& ) SPECIAL COMMITTEE 


Appointed to. 


| q ~ ENQUIRE INTO AND REPORT UPON THE BEST MEANS OF RELIEVING THE 
_ COUNTRY FROM ITS EXTREMELY SERIOUS RAILWAY CONDITION 


4 AND FINANCIAL BURDEN CONSEQUENT THERETO 

| a ) No. 23 ii ¥ i ae 
a ? JUN 7 1928 
a 4, 

a The Right Honourable George P. Graham, P.C., an 


the Honourable C. P. Beaubien, K.C., 


Sep -y ge 19" 
Joint Chairmen 


WITNESSES: 


Mr. D. C. Coleman, Vice-president, C.P. Ry. Co. 
Mr. I. C. Rand, K.C., Divisional Counsel, C.N. Rys. 
Sir Edward Beatty, G.B.E., Chairman and President, C.P. Ry. Co. 


EXHIBITS: 


No. 96. Statement of Employees on C.N. Rys., age 60 to 65. 
No. 97. Employment Attrition, C.P. Ry., year 1937. 


OTTAWA = 
J. O. PATENAUDE, 1.5.0. 
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 
19 


ORDER OF APPOINTMENT 


| i report upon the Bost means of relieving the country from its extremely 
serious railway condition and financial burden consequent thereto, with power 
send for persons, papers and records, and that the said Committee consist of 


; h Gedercd ah the said Special Committee be composed of the Honourable 
‘Senators Beaubien, Black, Buchanan, Calder, Cantley, Coté, Dandurand,, 
Graham, Haig, Hugessen, Horsey, Jones, Hardy, McRae, Meighen, Murdock, 
Parent, ‘Robinson, Sharpe, and Sinclair. 


MINUTES OF EVIDENCE 


THE SENATE, 
WEDNESDAY, June 22, 1938. 


The Special Committee appointed to inquire into and report upon the best 
means of relieving the country from its extremely serious railway condition 
and financial burden consequent thereto, met this day at 11 a.m. 


Right Hon. George P. Graham and Hon. C. P. Beaubien, Joint Chairmen. 


Colonel O. M. Biggar, K.C., Counsel to the Committee. 


Mr. Biecar: Mr. Chairman, Mr. Coleman is just going to deal generally 
with the situation so far as the evidence of the witnesses with regard to the 
estimates is concerned. Mr. Flintoft last night handed me a copy of the memo- 
randum that Mr. Coleman wanted to submit to the committee. This morning 
Mr. Coleman is indisposed. He may be available this afternoon or to-morrow, 


but it has been suggested that I should read this memorandum, and as there is 


nothing in it that is very contentious, I see no reason why I should not do so, 
and with the approval of the committee I shall proceed. 
The Cuarrman (Right Hon. Mr. Graham): What do you say, gentlemen? 
Some Hon. Senators: Carried. 


Hon. Mr. Roprnson: Does that mean that we will not have Mr. Coleman 
at all? 


The Cuarrman (Right Hon. Mr. Graham): You may, but he is not very well. 
Mr. Biaear: That is the memorandum (reading): 
Honourable Members of the Committee: 


It has appeared desirable, in view of certain evidence given by officers 
of the Canadian National Railways, to have an officer of the Canadian 
Pacific Railway appear before you not so much to engage in rebuttal of 
the statements made in criticism of the estimates of savings under uni- - 
fication given you by our officers, as to correct any possible mis- 
apprehension which may result from certain remarks in that evidence. 

The impression has been created — through no words of our officers — 
that unification, on the basis of making the economies included in our 
estimate of savings of $75,000,000, is a plan evolved by the Canadian 
Pacific Railway, of its own initiative, in order to obtain control of the 
Canadian National. Requests of a Royal Commission in 1931-32 to 
officers of both systems, to develop the facts in connection with a suggestion 
for unified management, resulted in the preparation of estimates of savings, 
to illustrate the extent of possible economies. These estimates were not In 
any sense parts of unification proposals. 

As an officer of the Canadian Pacific who received these instructions 
from the Royal Commission, I can assure you that the facts as I have 
given them are correct. 

As you will have noted, and as Mr. W. M. Neal, Vice-President of 
Western lines, has impressed upon you; our officers in preparing their 
estimates, used the care which is customary with the Canadian Pacific 
and other large organizations in preparing estimates on which to base 
business policies. Our officers were aware that this estimate was being 
prepared for the information of a Royal Commission, and that their 
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responsibility for accuracy was a serious one. “The preparation of each 
detail of the estimate was confined to those engaged in that branch 
of railway service. As our estimates necessarily took into account such 
statistics as we had concerning the results of Canadian National 
operations, it may be well to point out that our officers took into con- 
sideration at all stages the comparability of the accounting methods of 
the two railways. 

Even before any estimate had been requested by the Royal Com- 
mission, officers of the Canadian National had, on instructions of their 
President, prepared and submitted an estimate. of possible savings in a 
normal year of $56,000,000. The validity of this estimate is now denied, 
and an attempt is made to indicate that it was based on conditions of 
neglect of the public interest which made it impossible of realization. As 
the Exhibit filed with you shows, it was made in complete detail and 
bears every evidence of being a serious attempt to value the possible 
savings from unification. 

In addition the Canadian National sabraited to the Royal Com- 
mission estimates of $35,000,000 and $24,000,000 to be saved annually by 
the system of co-operation, whose failure has been described to you. 
There is no record of any qualifications attached to these, and the com- 
ment which accompanies them, as well as the circumstances surrounding 
their preparation and submission, make it evident that they were offered as 
showing how co-operation would solve the railway problem. As one who 
was closely in touch with enquiry made by the Royal Commission, I have 
always believed that it took those estimates seriously, and endorsed co- 
operation as a substitute for unification largely because of the figures 
furnished by the Canadian National. 

Beyond the suggestion of compulsory co-operation the officers of the 
Canadian National. inform me that it would not be difficult to indicate 
except certain criticisms of details of the Canadian Pacific estimate of 
savings. Our estimate might well require some correction were we to 
have available as complete information concerning the operations of the 
Canadian National Railways as we have about our own. Our officers, 
listening carefully to the evidence given by corresponding officials in the 
Canadian National, inform me that it would not be difficult to indicate 
misstatements of fact and errors of judgment in their comments on the 
Canadian Pacific estimate. They ‘el me that they can trace much 
misunderstanding concerning the basis on which we made our estimate— 
especially in connection with certain references to the use of Canadian 
Pacific unit costs. This, of course, is not surprising when you realize 
that several officers of the Canadian National have admitted that they 
have not given consideration to the subject of the savings from unifica- 
tion in the past, but have only recently prepared memoranda calculated 
to disprove the validity of our estimate. 

For example, the officers of the Canadian National argue that our 
officers had made a mistake in suggesting that unit costs of the Canadian 
Pacific might be applied to operations of the Canadian National. They 
insisted that certain conditions make it inevitable that the Government 
railway will have higher unit costs than its private competitor. There 
is no intention on our part to impugn the efficiency of Canadian National 
operations. Our application of Canadian Pacific unit costs in the 
estimate was based on the simple essumption that as a result of unifica- 
tion there would be created a single well co-ordinated railway system 
operating on a larger scale than either of the present raliways. In such 
circumstances, it does not seem unreasonable to hope that its operations 
can be carried on at unit costs as low as, Or lower than, are those of the 
Canadian Pacific. 
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I seem to trace throughout the Canadian National evidence the 
general misapprehension that our estimates are based on the fact that we 
consider the Canadian Pacific a more efficient railway than its competitor. 
This is not the point. It is not a question of what. will happen to two 
separate railways after unification but of what will happen to a single 
unified railway. What we argue is that a single railway can be operated 
at lower unit costs than can two as a direct result of unification. It 
would be very regrettable if the question of unification is to be discussed 
on the basis that it is a mere turning over of one railway to the officers 
of another railway to operate. It is a plan for using all the best equip- 
ment and resources of two railways in the joint operation of a single 
system—for the joint advantage of the owners of both systems. 


Subject to the wishes of your committee, it is not proposed to offer 
witnesses in rebuttal, since there is no desire on our part to extend the 
length of your hearings, or to convert the record of your Proceedings into 
a mere register of differing opinions. If you desire to examine witnesses 
among the Canadian Pacific staff in order to determine whether the 
criticisms of their estimates have been such as to justify general distrust 
in either their competence or sincerity, I trust that you will recall them. 

The Canadian Pacific has offered a suggestion for the solution of the 
problem before you. It is based on estimates of savings which could, we 
believe, be realized wthout depriving any community of adequate service 
or neglecting the rights of labour. 

So much of the evidence of the Canadian National was directed to 
proving the extent of economies in that System’s operations since 1930 
that I must point out that this again was not pertinent to your investiga- 
tion as I understood its purpose. Our estimate was definitely based on 
the conditions of 1930, and we have endeavoured to alter it to reflect 
permanent changes which have occurred since then. We have admitted 
that, to some extent, these changes have resulted from other causes than 
depressed conditions of business. Mr. Neal dealt with this and pointed 
out that while we have not attempted to make a complete estimate of 
savings by unification under the conditions of 1937, the combined expenses 
of the railways in 1937 were $79,643,000, or 20-7 per cent, less than in 
1930, and that, if it be assumed that all the unification economies possible 
in 1937 had fallen in the same proportion as the reduction in expenses of 
the two railways operated separately, the estimated saving of $75,373,000 
would be reduced to $59,740,000. He reminded you that in this connec- 
tion it should be kept in mind that the level of wages in 1937 was 
appreciably below the levels of both 1930 and 1938. 

The Canadian Pacific officers admit, of course, that permanent 
economies made by the Canadian National and ourselves will affect 
the possible savings from unification but, after considering our estimate, 
we feel that this factor would fail to compensate for unestimated 
economies, and warn against too general assumptions that expenses will 
not rise almost in proportion to increasing revenues. The compulsory 
co-operation estimate of the Canadian National lately offered has been 
suported by the statement that its benefits will increase as traffic condi- 
tions improve. 

We have assumed that the process of rationalizing the transportation 
machinery of the country would be carried out with care, and that its 
effects would be spread over a period of years, and thus be prevented 
from disturbing seriously either public or private interests. Public 
opinion will not interpose objections to measures which do not produce 
serious public or private losses. 
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I am therefore confident that no part of the suggestions of the 
Canadian Pacific Railway need be regarded as in itself certain to 
produce grave difficulties for the national Government, and I think that 
I can demonstrate this quite clearly in discussing certain references to a 
schedule of lines which might be abandoned. This schedule was sub- 
mitted by the Canadian Pacific at the request of the Royal Commission 
in 1931-2, and was furnished to that body in confidence. 

You have learned that the total effect on the savings from unifica- 
tion of abandoning none of the lines in the schedule would be a reduction 
of the estimate by about ten per cent. 

_ Looking over the public statements of our Chairman and President, 
I find few references to line abandonment, and those of a general char- 
acter. In only one case—a direct answer to a direct question—did he 
refer to the figure of 5,000 miles of abandonments so freely used as 
describing the consequences of any plan of unification. 

It is thus evident that the emphasis laid on line abandonment must 
have come from other quarters, and I suggest that it results in part, from 
misunderstanding, and, in part, from ingenious propaganda intended to 
convince the public that any plan of unification necessarily involves line 
abandonment on a large scale. 

This belief is, of course, incorrect. What has been suggested is a 
general plan for establishing joint management of the railway systems for 
joint interest of their owners. No detailed plan has been worked out or 
offered. 

It should be borne in mind that the preparation by the Canadian 
Pacific of a schedule of line abandonments was at the request of the Royal 
Commission, following the submission of a similar schedule by the officers 
of the Canadian National—prepared by them before the Royal Commis- 
sion was appointed. Indeed, the Royal Commission specified to us many 
of the lines—such as those from Sudbury to Fort William, Saskatoon to 
Unity, and Kamloops to Hope—where very obvious duplication had 
impressed the Commissioners, and directed that these be included in the 
study of line abandonments. 

Unification of the railways in one way or another has been before 
the public of this country for many years, but line abandonments as a 
factor in it was never generally discussed until the Royal Commission 
investigation. A suggestion that savings from this source should be 
included was made by the Royal Commission directly to Mr. A. E. 
Warren, Vice-President of the Canadian National Railways, and myself, 
and I am, therefore, in a position to inform you accurately as to the 
origin of this discussion. 

It is my belief that many miles of line can be abandoned. Under 
unification, necessary conditions to the abandonment of any lines would 
include a decision to that effect by the management of the unified system 
—not by the executive of the Canadian Pacific; and with the consent 
of the Board of Railway Commissioners. It has already been suggested, 
by our Chairman and President, that the powers of that body, to protect 
the public interest, should be strengthened. 

Our Chairman and President will deal with more general questions 
and particularly with certain recommendations of officers of the Cana- 
dian National Railways for the application of coercion to obtain greater 
savings than have yet been found possible under co-operation. I believe 
that you have been fully informed as to the history of co-operation, and 
nee aie shown that its ineffectiveness was due to the very nature of 
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However, lest there should be any remaining impression that the 
Canadian Pacific is to blame for the failure of co-operation, I venture to 
quote the Hon. C. P. Fullerton. In his evidence before the Select Standing 
Committee of the House of Commons on Railways and Shipping, owned, 
operated and controlled by the Government, on June 2, 1936, Mr. Fullerton, 
then Chairman of the Board of Trustees of the Canadian National Rail- 
ways, placed the blame for lack of progress impartially on the officers 
' of both railways. He particularly pointed out the possibility of fear of 
| reduction of employment as a limiting factor. He repeated his opinion 
before the Standing Committee on Railways, Telegraphs and Harbours 
of your House on June 12, 1936. Mr. Fullerton made no suggestion that 
the officers of the Canadian Pacific were the more to blame and, since 
the reason which he felt he detected—the possibility of reducing employ- 
ment—is a favoured argument of the officers of the Canadian National, 
I may leave it to your decision whether his evidence justifies the charge 
that the Canadian Pacific is to be held responsible for lack of progress. 
On this point I feel that I can speak with some certainty since I was 
present before the Committee of your House when Mr. Fullerton made 
his statement. At that time, I told the Committee that, in my opinion, 
no blame attached to the officers of either Company. 

In conclusion, I trust that I have made it clear that there is no neces- 
sity for public excitement over the alleged consequences of unification. 
Erroneous ideas have been circulated that unification means committing 
the country to the power of a heartless monopoly; the throwing out of 
work of thousands of men; the drastic curtailment of necessary trans- 
portation services; the risk of adding to the Government’s obligations on 
railway account—any of which would be a real objection to unification. 
I can assure you that none of them can result from any plan of unification 
to which the Canadian Pacific would be a consenting party, and that 
the suggestion of our Chairman and President for consideration of this 
subject is very far from being a recommendation that the country should 
A accept unification and its consequences as they have been described to 
; you by those who are hostile to rationalization of our transportation 
i machinery, or who have misunderstood the purport of his recommendations. 


a 
. 
7 


Right Hon. Mr. MricHen: Mr. Biggar, I have a question. I should know 
the answer to it myself, but I must have lost track. In that memorandum two 
estimates are referred to as having been made by the Canadian National as 
estimates of savings by co-operation—one of $35,000,000 and one of $24,000,000. 
- Can you tell me just what the basis of each estimate was and why they differ? 
Ps Mr. Biccar: The $35,000,000 was, as I understood, a suggestion as to the 
- amount of savings that could be effected by unification, and the $24,000,000 was 
in the nature of a distress budget for the Canadian National Railways. The 
ie distress budget has not been printed. It is Exhibit 44. The $35,000,000 estimate 
was not detailed, and all the Committee has before it on the subject of the 
~ $35,000,000 estimate is an extract from the proceedings of the Duff Commission, 
_ which I think is Exhibit 41. 
aa Right Hon. Mr. MeicHEen: The details are not given? 
if 
_ Mr. Biccar: No. 

Right Hon. Mr. Mricuen: I still am not clear on what is meant by a distress 
budget and how that is identified with an estimate of savings. 
Mr. Biccar: Well, I found it difficult to identify it with an estimate of 
saving. I have looked through it and as I understand it the reason that was 
_ prepared was that the Duff Commission said to the Canadian National: Suppose 
that you were actually stuck for money, what would you do? And this distress 
udget, Exhibit 44, as I understand it, really indicates the absolute limit of 
what could be cut off in the way of expenditure. 
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Right Hon. Mr. MrreHen: Oh, I see, not co-operative savings. 

Mr. Biccar: That is the way I have understood it. It has been referred 
to as co-operative savings, but I have not been able to get it beyond the point 
of a distress budget. It is called a distress budget. 

Right Hon. Mr. MretcHen: But neither of those estimates was stated to be 
based upon the existence of a docile public and helpless labour? 

Mr. Biacar: No, I do not think there is any doubt about that. 

Hon. Mr. Danpuranp: Mr. Chairman, I have listened attentively to Mr. 
Coleman’s statement. Of course, we cannot test every statement made by the 
various officers of the two railways who have been heard. Mr. Rand is here, and > 
he could tell us if he desires to put in a short memorandum based on some state- 
ments of Mr. Coleman. 


Right Hon. Mr. MeigHen: What would that be, snenehoatal? 

Hon. Mr. Danpurann: We have had a weil statement read to us. I 
should not like to reopen the investigation, but perhaps— 

Right Hon. Mr. MrreHen: Where would it end? 

Hon. Mr. Danpuranp: Of course, I do not know. I thought we had ended 
our inquiry as to facts, but Mr. Coleman sends in a statement. I hope it is the © 
last word, but I should like to know from Mr. Rand if there is anything he 
feels calls for some comment. i 

Mr. Ranp: Mr. Chairman, this memorandum of Mr. Coleman has been 
in my hands only this morning. I gather that it consists wholly of general | 
observations. We are entirely in the hands of the Committee. If there is any- ~ 
thing in this memorandum which in the judgment of the Committee would seem ~ 
to call for any comment on the part of the Canadian National Railways, we are © 
prepared to furnish it. If there is not, the matter will stand. If it had dealt 7 
more particularly [ think it would have been of value to have comments by us, g 
but as it is a general statement my own view at the moment is that there is — 
nothing to be said. s 

Hon. Mr. Hucesspn: Colonel Biggar, with reference to that estimate of — 
$35,000,000 savings from co-operation, did the Duff Commission have details — 
of that? g 

Mr. Bicear: No, there were no details of it, so far as I have been able to find. © 

Hon. Mr. Hucesspn: None whatever? | 

Mr. Biecar: No. Mr. Rand tells me there never were any details of the® 
$35,000,000 estimate. f 

Hon. Mr. Hucessen: So if the Duff Commission accepted that as a correct © 
statement of what might possibly be done, as indicated in Mr. Coleman’s memo- 
randum, they were Jumping in the dark, so to speak? a 

Mr. Biccar: Yes. It is of course fair to say that Mr. Hungerford told the — 
Duff Commission that he was of opinion, just as he is now of opinion, that any — 
savings that could be made by unification could equally be made by co-operation. 

Now, Sir Edward Beatty is in attendance, if the Committee is ready to/ 
hear him. q 
The CuairnMAN (Right Hon. Mr. Graham): Shall we hear Sir Edward Boum f 


now? 


Sir Epwanb Bearry, Chairman and President of the Canadian ‘Pace bY 
Railway, Company, appeared again as a witness and took the stand. 


By Mr. Biggar: 
Q. Are you ready to proceed, Sir Hawiardeola, Yes, Mr. Biggar. 
Honourable Members of the Committee: 
[Sir Edward Beatty, G.B.E.] 
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The terms of the resolution of the Senate appointing you show that 
you are “To Enquire into and Report upon the Best Means of Reliev- 


ing the Country from Its Extremely Serious Railway Condition and 


Financial Burden Consequent Thereto.” 

Since I last appeared before your committee you have heard a great 
deal of evidence from the officers of the Canadian Pacific and Canadian 
National Railways. As our vice-president has told you, our officers have 
given their reasons for certain estimates which they have prepared. The 
corresponding officers of the publicly-owned railway have offered certain 
criticisms of our figures. 

You will have noted a pronounced difference in point of view. With 
few exceptions. the officers of the Canadian National Railways have fol- 
lowed their Chairman and President in bringing into the discussion their 
view of what they call the “ public interest.” They admit that savings 
could be obtained by unifying the managements of the railway systems, 
but they assert that anything accomplished in this direction would be 
more than offset by the disturbance to public and private interests which 
would result. ; 

I believe that it is fair to say that the officers of the Canadian 
Nationa] assume that the people of Canada desire to pay a large amount 
of money each year for the privilege of owning and operating a railway 
system, and do not wish the results of this railway to be subject to 
measurement by the ordinary yardstick of commercial administration. 

In my judgment these are unwarranted assumptions, but they may 
explain the difference in attitude of the two groups of officers, and I 
suggest that, in appraising their evidence, this distinction should be 
kept in mind. 

In the early part of your Proceedings it is shown that you proposed 
to ascertain why co-operation, as defined in the Canadian National- 
Canadian Pacific Act of 1933, has not produced more immediate and 
important savings, and then to study the unification of railway manage- 
ment, and an estimate of the savings which were possible under it. 

In addition, it has been suggested by the officers of the Canadian 
National that consideration should be given to some new form of coercion 
to be exercised to force co-operation. 

The evidence has shown that the Canadian Pacific has always co- 
operated willingly. Furthermore, it is obvious that it was in its own 
interest to do so. 

The facts are simply that co-operation can only -produce very 
limited savings while competition is maintained. Important measures 
of joint economy will never be effected in Canada until some arrange- 
ment is made by which their results are shared automatically by the 
two railways. That, I think, vou will realize fully. 

I most strongly dissent from any suggestion that the policy of the 
Canadian Pacific is less considerate of public opinicn than is that of its 
competitor. This is disproved by its record of efficient service of high 
quality. If there were any truth in such a suggestion, however, it would 
support the view that my company would have less to fear from any 
unpopularity of co-operative measures than would the Government 
railway. 

When you turned to discuss unification, I note that your Proceed- 
ings show various references to the “case” of the Canadian Pacific 
Railway. This reveals a misconception. The officers of this company 
have had no case to make. They have merely given evidence as to 
methods which might be adopted, in their opinion, to reduce the waste 


of money on railway transportation. Our vice-president has summarized 
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their evidence on this point, and dealt with the criticisms of it made 


by officers of the Canadian National. No evidence has so far been 


presented which would cause me to alter my opinion that our original 
estimate of savings in the order of $75,000,000 per annum in normal times 
is realizable. Mr. Coleman has dealt with the question of the scale 
on which savings might be wae in the present depressed conditions 
of business. 

In answer to enquiries from your committee, some of the officers of 
the Canadian National have suggested that the savings so far agreed 
upon under co-operation, of approximately $1,700,000 per annum, might 


be increased to $10,000,000 per annum, provided that some Board is | 


set up which will relieve the railways of the odium of initiating econo- 
mies. Since the Canadian Pacific has suggested that economies may be 
made of a much larger sum per annum, it must be clear that it does 
not fear this odium. The officers of the Canadian National may, but, 
since any form of co-operation, compulsory or otherwise, can only obtain 
its initiative from a suggestion from some quarter, it ‘must be evident 
that to add a representative of the Government to the co- operative com- 
mittees of the two railways is merely to suggest that the state must 
take over the burden of odium from the Canadian National Railways. 
After all, is this not merely to say that this department of Government 
is to be relieved from the duty of economizing? 

My objections to this new plan of coercion are twofold. In the first 
place, I cannot see that it would overcome the objections offered to uni- 
fication. The only real reasons against the adoption of unified manage- 
ment so far offered to my knowledge are that the savings under it would 
not be as important as I believe them to be, and that the adoption of 
the measures of economy which would result would be offensive to public 
opinion. It is admitted that all the savings possible under unification 
cannot be made under co-operation. In many cases competitive con- 
ditions will prevent the removal of duplicate services under co-operation 
which could be eliminated, without inconvenience to the public, under 
joint management. Further, co-operation — compulsory or otherwise — 
cannot remove unnecessary duplication of head offices and supervisory 
and soliciting staffs. Certainly, co-operation as far as it eliminated 
duplication of service and created economies by dispensing with unneces- 
sary employment, would meet the same opposition that is shown to uni- 
fication. 

Beside these objections, I see a very distinct injustice to the Canadian 
Pacific in such a proposal. It is a revision of one made by the late Sir 
Henry Thornton before the Royal Commission, when he suggested a new 
type of Board to administer the Canadian National, and have supreme 
control of the operations of both companies. The same theory of power 
to control our operations without financial responsibility is behind the 
present suggestion. 

It should only be necessary for me to call your attention to Clause 7 


of the Canadian Pacifie Charter, which provides that “the Canadian | 


Pacific Railway shall become and be thereafter the obsolute property 
of the Company, and the Company shall thereafter and forever efficiently 


maintain, work and run, the Canadian Pacific Railway’. That imposes 


on us obligations i in return for which we hold certain rights. 


In the plan submitted to you it is proposed to substitute for this g 


arrangement the creation of a tribunal, on which the Company would have 


only a minority representation, with power to deal at discretion with the 


Company’s property and its services, without regard to the statutory 


responsibility of its directors, and with no responsibility to anyone should — 
[Sir Edward Beatty, G.B.E.] : 
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damage result to the Company’s interests. This principle I cannot accept. 


The idle objection to my contention is interposed that subjection of 
every railway to the power of the state is admitted. That the state has 
the right to hold the balance as between railways and the public, no one 
will deny. That this theory can be converted into one under which the 
state might have the power to sacrifice the interests of a private corporation 
for the purpose of easing the burdens of the state in connection with its 
operation of a publicly-owned railway is an extension of the principle of 
state control which I cannot believe would commend itself to the people 
of this country. 

Co-operation, as provided for in the Canadian National-Canadian 
Pacific Act, was adopted after estimates of large savings under it had beea 
offered by the Canadian National Railways. It was argued — and with- 
out qualifications — that $35,000,000 or $24,000,000 per annum could be 
saved. At that time I ventured to suggest that the savings would be very 
much smaller. I am convinced that the present attempt to focus your 
attention on the possibility of attaining even the small figure of savings 
now estimated to be practicable under coercion is merely another 
effort to withdraw your attention from the far greater savings which can be 
made by unified management. 

The ingenious suggestion is offered that perhaps, if your Committee 
will express a firm opinion against unification, this would permit greater 
progress with co-operation. I have already pointed out that there has 
been no delay or lack of interest in connection with co-operation, on the 
part of the Canadian Pacific Railway. We believe in savings by co- 
operation, and only object to the present system because it is inadequate. 
Therefore, no statement that the complete co-operation known as uni- 
fication is not to be tried would cause us to alter our attitude in respect of 
the importance of making any possible savings by incomplete co-operation. 
I do not see why fear of unification should limit the efforts of co-operation 
of the officers of the Canadian National — unless it is meant that, fearing 
that success in obtaining savings by co-operation may prove the advantages 
of unification, they have deliberately limited their efforts. 

These remarks sum up all that I have to offer you at this moment 
concerning the respective merits of co-operation, unification, and coercion. 
With your permission I should like now to answer certain questions put 
to me by Senator Dandurand, in a statement read to this Committee at 
the close of your sitting of June 2nd, and printed on Page 1003 of the 
Proceedings. 

Senator Dandurand stated that his enquiries were the result of his 
understanding that the Canadian Pacific had submitted to the Royal 
Commission suggestions with respect to the division of net income under 
unification, and urged that this information should also be given to your 
Committee. 

The document in question is incorrectly described. It contained, in 
the form requested by the Royal Commission, studies of how the public 
revenues would benefit from various possible divisions of the net income 
of the unified railways. It contained no offer of terms, but—as with our 
estimate of savings—was merely an illustration of possible benefits. The 
document handed to the Royal Commission was prepared and transmitted 
in confidence. I believe that such confidence should be respected. 

I can deal quite readily with the specific questions asked by Senator 
Dandurand. The first concerns the assets which the Canadian Pacific 
is prepared to put into the unified railway system. As I have pointed out, 
my suggestion does not involve any transfer of assets. It merely covers 
the entrusting by each of the railway companies, to a joint management, 
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of certain railway properties, and I assume that Senator Dandurand 
wishes to know what assets of the Canadian Pacific would contribute to 
joint earnings under unified management. 

I should recommend to our Directors and shure: holders that these 
include our rail lines in Canada, in Maine, and in Vermont; our lake, 
river and coast steamships, and our telegraph, express and hotel systems. 

If the Government desired, after considering all the extremely 
important questions of national marine policy involved, to include ocean 
steamships, arrangements could probably be made. Clearly, the Com- 
pany’s right to a share in the net earnings of the unified system would 
be affected by the amount of the earnings from such assets included in 
the agreement for joint management. 

Obviously, the entrusting to joint management of most of our non- 
railway assets would not increase the earnings from them, and therefore 
they should not be included. 

The second question deals with the share of the net earnings of the 
unified system which the Company would expect, the period of experience 
to be used, the ranking of payments, and the other factors in a formula 
of division. The number of possible arrangements is almost unlimited. 
I can only suggest that a general description of the proposal is that the 
share of net earnings to be received by each of the participants in the 
plan of unification would be defined in an agreement to be made by 
authorized representatives of the Government and the Company— subject 
to ratification by Parliament, and by the shareholders of the Canadian 
Pacific. 

Senator Dandurand’s third question seeks information as to what 
assets the Canadian Pacific would pledge as security for a guarantee by 
the Government of any old or new capital obligations. In the unlooked- 
for event of a request for such a guarantee, the security would be 
whatever was agreed upon by the Government of the day and the 
Company. 

It may be interesting for you to know that the equity of the ordinary 
and preferred shareholders of the Canadian Pacific Railway as at 
December 31st, 1937 amounted to over $753,000,000 as against an 
aggregate par value of their holdings of approximately $472,000,000. The 
equity represents the difference between the total assets of $1,382,062,- 
058.01 and the amount of capital liabilities, current liabilities, deferred 
liabilities and reserves, aggregating $628,873,682.02. 

Senator Dandurand is evidently under a misapprehension when he 
says that I ask this committee to endorse a plan in principle, leaving 
the details for the formal contract. I have made no request of any kind 
to this committee. I have given evidence, at the call of this committee, 


concerning a certain suggestion of my own to assist in relieving the 


country from its extremely serious railway condition and financial burden 
consequent. thereto—which your committee was appointed to consider. 
No action to implement that suggestion can be taken at this stage other 
than for the Government to accept the offer to discuss the problems, and 
endeavour to negotiate an agreement. 

Incidentally, it is not an offer to establish unification on certain 
precise and detailed terms, but a suggestion to the owners of the National 
Railways to consider the formulation of a plan. The Government of 
Canada must be satisfied with the terms, which can only be reached by 
negotiation. Equally, they must be approved by the shareholders of the 


Canadian Pacific, and, probably, by its security-holders as well. They 


are informed that the Directors of the Company and myself are willing 


to discuss terms with the Government, but I am no more able to bind 
[Sir Edward Beatty, G.B.E.] { 
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them to a detailed agreement than are the members of this committee 


to contract on behalf of the Government—which is precisely why I 


cannot commit myself at this time to the discussion of details of a 
possible arrangement. 

It has been admitted that the present railway situation produces 
losses to the public treasury which are of an alarming nature. 

You are now informed that little or nothing can be done about the 
situation, and that railways in the wrong place and duplicate railways 
must always remain in existence and must always be paid for from the 
taxes because, for some extraordinary reason, it is in the national interest. 
I cannot accept this attitude of defeatism as the proper solution of an 
admittedly grave national problem. 

When, in the face of these facts, I suggest that we try to make 
savings by combining the operations of the Canadian National with those 
of the Canadian Pacific, 1 am met with the statement that this would 
be destructive to the public interest. All that I can say on that point is, 
if the argument be a sound one, then it must have been very wrong for 
the officers of the Canadian National to undertake the economies which 
they are inclined to boast they have made since 1930. In 1987, the 
expenses of that system were $47,000,000 less than those for the year 
1930. How can this be in the public interest if it be now wrong to proceed 
to save $75,000,000 more? Were not services reduced in the past seven 
years? Were not unnecessary employees laid off? Were not purchases 
reduced? If these. were good things to do because the railway would 
otherwise have lost large sums of money each year, would it not be well 
to do the same things again when the railways are continuing to lose 
large sums of money each year? For my part, I cannot accept any other 
conclusion. 

The argument of politics is not for me to answer. All that it means 
is that the Government must choose between spending money for 
unnecessary railway services or using that money for more effective and 
constructive purposes. The decision on that point is one for Parliament 
to make. Can this argument be legitimately adduced by the officers of 
the Canadian National Railways to show why they object to further 
savings in railway transportation? Their answer for all practical pur- 
poses is to do nothing and wait for times to be better. Mine is to make 
savings. 

May I suggest to you that you have now reached the stage when 
you may properly recommend a checking by experts of these various 
estimates and conclusions, and when I say experts I mean independent 
experts, not associated in any way with either Company. There are firms 
of engineers who for years have specialized in prescribing for transporta- 
tion situations which are uneconomical and unwholesome. I would think 
that the committee might be warranted, as the next step, in recom- 
mending that such an examination should be made, and that the books 
and data of both Companies should be thrown open to the enquirers 
and their properties thoroughly inspected. The resultant report to the 
Government would be illuminating and, in my judgment, very valuable. 

The railway problems which your Honourable committee is investi- 
gating are set out in the terms of your reference. I can contribute 
nothing more to their solution than my personal assurance that if the 
Canadian Pacific can, under the ordinary rules of prudence and equity, 
assist the Government to a solution, that assistance is at the disposal of 
the nation. 
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Hon. Mr. Danpuranp: Mr, Chairman, there is one comment that has just 
fallen from the lips of Sir Edward Beatty, on page 12, which I think goes be- 
yond what he has in mind. He says in the first paragraph on that page: 


The argument of politics is not for me to answer. All that it means 
is that the Government must choose between spending money for unneces- 
sary railway services or using that money for more effective and con- 
structive purposes. The decision on that point is one for Parliament to 
make. Can this argument be legitimately adduced by the officers of the — 
Canadian National Railways to show why they object to further sav- — 
ings in railway transportation? Their answer for all practical purposes — 
is to do nothing and wait for times to be better. Mine is to make savings. 


I should like to draw Sir Edward’s attention to that statement, which I do not 
think is a very just one towards Canadian National officials who appeared here 
and gave an idea of further economies that could be made. The statement of 
Sir Edward is: 

—they object to further savings in railway transportation. 


The Witness: That is a little broad, perhaps, senator, but my recollection 
of the evidence is that several of the officers of the Canadian National said there 
was nothing you could do except to wait for times to be better. 


By Hon. Mr. Dandurand: 

Q. You have the statement from Mr. Vaughan, in which he gave a list of 
things that could be done?—A. Yes, sir. 

Q. Of railway lines that could be abandoned, up to 1,100 miles; of things 
that could be done by pooling arrangements.—A. You think that would be more 
accurate if I said ‘‘ limited savings” not “ further savings?” 

Q. I just draw your attention to the fact—A. That is quite a fair com- 
ment, I think, sir. 

Q. Now, there is one thing that has struck me, and you may correct me if — 
I am wrong. I have always been under the impression, not as a result of an 
exact study of the situation but from statements constantly repeated, that there — 
is no money in conveying passengers. There is generally a loss—A. Yes. 

Q. I have often wondered why the two railways could not arrange to pool — 
their passenger trains from the Atlantic to the Pacific, put them in the same pot | 
as to earnings, and divide them by some arrangement.—A. Divide the losses. — 

Q. And dispose of the ticket offices all through, since a ticket would carry a | 
passenger anywhere on any train. I have often wondered why that was not iW 
done.—A. It has been studied, I understand, by the officers of the two railways. | 
That was one of the suggestions made by the late Sir Henry Thornton at one 
time. The suggestion took more than one form—a general pooling, and the for- | 
mation of a company to operate the passenger services of both companies. The | 
difficulty is that of having an organization within an organization; that is, of | 
having an organization created for the purpose of handling passenger busi- | 
ness, operating the passenger trains, soliciting and ticket selling, and continuing @| 
the two railways in competition in other respects. Our traffic and operating | 
officers tell me there is very great difficulty in that, and in their conferences they |} 
have not been able to reach a conclusion that it is possible. “| 

Q. But you quite realize that the pooling of passenger trains all through | 
would create many economies, especially in towns and cities where you are press-_| 
ing for the sale of transportation?—A. To an extent, sir, that would be true. | 


= aS 


By Hon. Mr. Hugessen: : 

Q. To go a little further along the line Senator Dandurand has spoken of, | 

I wonder if you have considered, or have had occasion to consider what, I under- | 
[Sir Edward Beatty, G.B.E.] , 
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_ stand, » ae rota: beens ee in England between the different groups of rail- 
ways where they met at competitive points, as they do? For instance, take the 
-London-Northeastern and the London, Midland and Scottish. I under stand that 
pi: they have recently arrived at a pooling arrangement including the whole of 
traffic originating at all points where they compete. I do not know whether 
_ that is confined to passengers—A. Passengers. That is the result of the zon- 
ing of territory between the four systems after the amalgamation took place. 
_ They found they had certain common points at which they touched. 
; Q. A great number.—A. As a result of the traffic they pool they have a 
very complicated formula. [ admit that I do not understand it. I have not 
studied it. 
4 Q. Have they not just arrived at it?—A. It has been going on for some 
little time. 
Q. I was wondering whether the same thing could not be worked out here. 
_ —A. Our physical situation is so different that it would not be possible to 
_ zone the railways. 
P, Q. Take the London, Midland and Scottish on the one hand, and the 
London Northeastern. Those lines do touch at a very great number of com- 
- petitive points. There must be a tremendous number of points there, just as 
there are between the Canadian Pacific and the Canadian National where they 
are in competition, and they have arrived at a system by which they divide the 


Q. I was wondering whether some solution could not be found along that 

_ line——A. As far as I am aware, the adoption of the British principle in Can- 
ada has not been seriously considered by either railway company. Whether, 
if explored, it would give hope of accomplishment, I cannot say at the moment; 
but it is one of those things that might profitably be explored. But the geo- 

_ graphical and other situations are so different that the cases are hardly parallel. 


Hon. Mr. Murdock: 


Q. Sir Edward, I wonder if I might venture a question here in respect of 
» Mr. Coleman’s statement which was read a little while ago. I think you touched 
on the same question to some extent in your statement. Mr. Coleman said at 
' page 2: 
ee Even before any estimate has been requested by the Royal Com- 
mission, officers of the Canadian National had, on instructions of their 
President, prepared and submitted an estimate of possible savings in a 
normal year of $56,000,000. 


EB Moi to the uninitated, that would convey, would it not, an improper under- 
| y - standing that that $56; 000, 000 was a proposal for co- operation or something— 


hs Q. But let us get the actual groundwork. It has not been made clear. It 
has been brought in here on several occasions, and I do not think it has been 
made clear. Exhibit 42 is a submission to the Royal Commission on transporta- 
tion by Mr. S. W. Fairweather, Director, Bureau of Economics, Canadian 
- National Railways, on consolidation of Canadian Pacific and Canadian National 
Railways. Now, I think it is fair right here to put on the record just what this 
$56, 000,000 estimate is suggested to be, what it proposes to do, and what it was 
if _ predicated upon. He says: 


< The purpose of this study is to develop in a broad way the economies 

& which might be expected to result from a consolidation of the properties 

_ of the Canadian National and the Canadian Pacific railways. The rail- 

way problem of Canada has been brought forcibly to public atiention by. 

the current depression and there has been much uninformed talk and 

speculation on the subject of consolidation with very little factual back- 
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ground. If large economies can be found in rationalization of the rail- 
way industry, these economies should be effected because cheap railway 
transportation is the keystone of the productive economy of Canada. 

In approaching the problem of consolidation of the two railway 
systems, 1t must not be forgotten that these are abnormal times. Con- 
clusions based on the present volume of traffic might be seriously in error 
when traffic recovers to normal proportions, which may be anticipated 
with the recovery of general business; therefore two situations will be 
studied, one the economies from consolidation based on 1931 perform- 
ances, and the other economies based on a volume of traffic in line with 
trends established by past performance. 

The economies which can be foreseen as a result of consolidation are 
undoubtedly large,—proportionately larger perhaps in Canada than in 
most other countries because time has not as yet justified the duplication 
of Canadian railway facilities by providing a compensating increase in 
population and traffic density. Much of the economy anticipated from 
consolidation can, however, only be effected by the resolute facing of a 
situation which requires sacrifices individually and collectively; for the 
economy, if it is to reach large proportions, will involve drastic abandon- 
ments of line, reduction in quantity and quality of service, particularly 
passenger service, and a considerable disturbance of the railway labour 
and material market. Canada must also be prepared to accept the risk 
attendant upon monopoly,—the possibility of inadequate service, of ineffi- 
ciency, of carelessness, and of political difficulties arising from the creation 
of a large group with a common interest. 


—A. Yes, that is In the record now. 

Q. I know, but it seems to me fair to couple that with the statement that 
is made that, even before any estimate had been requested by the Royal Com- 
mission, officers of the Canadian National had on instructions of their President 
prepared and submitted an estimate of a possible economy of $56,000,00—A. 
That is true, sir; and if you will recall, Mr. Fairweather keeps on repeating the 
possibility of these things-—the possibility of adequate service, particularly 
passenger service and.so forth, and the risk attendant upon monopoly, of 
inefficiency and so forth. 

Q. I wanted to try to nail down that that $56,000,000 estimate was pre- 
pared upon the basis of monopoly of transport by one railway company.—A. 
All right. 


By Hon. Mr. Dandurand: 


Q. There is a matter which has been in the minds of very many members 
of this committee, my own especially, because I am speaking more clearly for 
myself. You will admit that we are facing a problem which is a very momen- 
tous one, I could perhaps say a stupendous one. It is the same problem that 
was submitted to the Royal Commission. They had to face and to explore the 
effect of monopoly established in Canada forever. It is generally agreed that 

‘unified management will gradually tend to a unification which will mean 
monopoly.—A. Only rail monopoly, sir. 

Q. That is to say, it would create one single company, one single organization _ 
comprising the whole of our railway systems, which would in effect mean a — 
railway monopoly under private management. We may state what we aspire to. 
We may think that the unified railways could be unscrambled, but I think 
you yourself have stated that unification would likely be permanent. Now, — 
this conclusion was in the minds of the Royal Commission, and I should like to — 

draw your attention to the way it was approached and what the feelings of the — 
commissioners were when discussing it with you and Mr. Grant Hall. I have — 
made some excerpts of the discussions which took place between yourself and — 
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Sir Joseph Flavelle and other commissioners. These will explain the commis- 
‘sioners’ conclusion, and it will give you an idea of what is in our own minds, for 
we are faced with the same problem. I am reading from the proceedings of the 
Duff Commission. 


F Page 951—Vol. II 


Sir Joseph Flavelle: There are two aspects, Mr. Beatty, of such a 
unified holding. There is the political, which the government must deal 

_ with as to whether it is possible or not. The other aspect bothers me— 
whether any single executive body can be entrusted with the responsibility 


y 


q of interpreting for the community the service necessary under the diverse 
q circumstances that we have in Canada. Is there any parallel for it any- 
where? 


Page 952—Vol. II 

Sir Joseph Flavelle: I am not thinking of a malevolent spirit—seeking 
to deny the public their fair needs. But in regard to this remarkable 
corporation which would necessarily follow, I'am not altogether sure of the 
capacity of its executive to interpret, without the whip of competition, 
what the public have a right to secure in the way of service. We have 
seen very clearly the mischief of a competitive situation. 


Pages 959-960—Vol. IT 


Sir Joseph Flavelle: I do not suppose, Mr. Beatty, doubt would 
necessarily arise as to the capacity of a scientific organization to carry 
on successfully the technical part of the work. The doubt arises with 
respect to the limited capacity that belongs to senior executives to inter- 
pret—if I may use such a term in relation to railways—the spiritual side 
of the situation. 

Mr. Beatty: No, Sir Joseph, you should not use that expression. 

Sir Joseph Flavelle: Well, as we centralize power over immense areas 
we seem to fail to get the interpretive spirit of what the subject needs. 
That is one of the reasons why, wisely or unwisely, we got rid of absolute 
monarchy. It would be a little difficult to go back to absolute monarchy 
anywhere in the world to-day. 


“I think there is an alternative system in some large countries to-day. ; 


Pages 962-963—Vol. IT 

Sir Joseph Flavelle: We are struggling, Mr. Beatty, to see if an effort 
cannot be made to limit the operation of too many transcontinental lines, 
too many miles of railway, so as to make one good dollar come back for 
another and pay at least the interest on the money invested that is due 
the public. Now a single corporate body, applying itself to the limiting 
of these services or of the miles of railway travelled, would be confronted 
with the suspicion of the community affected, which would create a situa- 
tion difficult for the operator and difficult for the country. That, however, 
is a matter for the government to determine. But I come back again to 
this, not the difficulty of getting the technical skill, not the difficulty 

of multiplying by two what is now done by one body of officers; it is 
that subtle thing that you have mentioned. I attempted to call it 
spiritual. It is that sense of responsibility to the public. 

Mr. Beatty: Yes, sir. 

Sir Joseph Flavelle: That may be in one executive and not in the 
other; it may be in a generation of ten years or more. We are legislating 
for the future needs of the country, and the adoption of your suggestion 

. would mean one system of railways in this country for all time to come, 
unless Parliament intervened and said, “It is intolerable; we will break 
6064123 


py 


rf 


1384 


goes on: 


SPECIAL COMMITTEE 


it up.” I quite accept your interpretation that each successive body will © 


be selected from the fittest men in the country; they in turn will choose 
their senior eexcutive officer, and if they choose wisely a youngish man 
his tenure of office presumably will run to fifteen or twenty-five years. 
But I am in great perplexity as to whether that autocratic power can be 
vested in a single executive body. I see the difficulty of the other—we 
are confronted with it. I did hope that perhaps it would be possible to 
discover a way out. I quite recognize your figure of speech, that you can 
have religion for a time when things go badly, but when they go well there 
will be a change of heart and it will be “to hell with religion; every man 


for himself.” 


Right Hon. Mr, Meicuen: Is that Sir Joseph Flavelle saying that? 
Hon. Mr. Danpuranp: That is Sir Joseph Flavelle, but he is quoting. He 


On the other hand, you are legislating in perpetuity for a territory of 
immense extent. 
Pages 963-964 — Vol. II 

Mr. Beatty: Sir Joseph do you think there is any greater difficulty 
to select one man of the type of the executive that you and I are discussing 
to administer 38,000 miles of railway than to select two men to administer 
18,000 or 20,000 miles each? 

Sir Joseph Flavelle: No; but unfortunately as yet we have not 
developed supermen to make it unnecessary that we be flogged a bit to do 


our duty. 


Mr. Beatty: You do not think, then, there can be any peace in - 


transportation without war 
Sir Joseph Flavelle: I should not like to term it war. 
Mr. Beatty: It is pretty close to it. 
Sir Joseph Flavelle: We have not yet discovered so far as I know 


; 


\ 


i 


any field of human endeavour that we can pass over to a very small | 


eroup for determination of policy affecting the interests of the public. 
Mr. Beatty: Let us look at the alternative for a moment, Sir Joseph. 


The alternative is competition, because you say in effect, and quite 


Sir Joseph Flavelle: It depends entirely, Mr. Beatty, on whether i 
it possible —I do not claim it is possible —to carry into competition a 
recognition of the necessity in the defence of their own property for the 
exercise of such sanity as should exist between sensible men. But this” 
means the turning over of the people of Canada in perpetuity, or until — 
such time as a revolution brings about a change, to the control of those 
who will administer this great consolidation of the railway properties of 
the country. I really hoped you would not find it necessary to dismiss — 


truly, that competition constitutes regulation in itself. 
Sir Joseph Flavelle: Yes. 
Mr. Beatty: But can we afford competition? 


so completely the element of working out the situation together. 


. . 


Mr. Beatty: Sir Joseph, if I could find enough results in it — youl 
can see from the approximate figures I have given you, which you may 


regard in some respects as incomplete. 
Sir Joseph Flavelle: They are disappointing. 
Mr. Beatty: I should not say disappointing; I am surprised that they 
are not larger. But the possible savings through that form of co-operation 
are always limited. You maintain there one great expense — competition. 
Sir Joseph Flavelle: Curiously enough, that is the safeguard 
consumer; sometimes the punishment of him too. 


(Sir Edward Beatty, G.B.E.] 
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‘Sir Joseph Flavelle: You see,.Mr. Beatty, most of the monopolies 
we have been discussing may be broken almost at any time by a com- 
 petitor, certainly over a course of years. The difficulty that one sees in this 
e proposal of yours is that from Halifax to Vancouver the railway, a vital 
part of the machinery of every community, would be under one 
administrative body. 


- Then I would cite some questions asked by Commissioner Webster of Mr, 
Grant Hall: 


Page 2560 — Vol. IV 


Dr. Webster: Would you have any fears about running both systems 
under one private management? 
K Mr. Hall: No, none whatever. 
' Dr. Webster: No fear that they would dominate and control the 
a country and everything? 
4 ‘Mr. Hall: No. 
Dr. Webster: That our democratic form of government is strong 
enough to supervise and control a huge organization like that? 
Mr. Hall: Absolutely. You would never weld that organization into 
such a political machine under private ownership. 
E Sir Joseph Flavelle: No, but it has, under a democratic form of gov- 
. ernment, a very manifest power. You cannot dismiss the danger with a 
g phrase like that. 
Mr. Loree: With two parties very evenly balanced so that a relatively 
small vote might turn the result one way or the other. 


Mr. Loree was one of the commissioners, he came from the United States. 


a Sir Joseph Flavelle: It would be a mighty power over the political 
destinies of this country. The function of a great corporation is not to 
be in politics, but the field of its possibilities lies in every constituency 
ss of the country, a tremendous power. 
ae Pages 966 to 969—Vol. II 
a Commissioner Loree: The old copy book adage used to be “Competi- 
tion is the life of Trade.” How are you going to live under a monopoly? 
ao) Mr. Beatty: You can give service to the customers of your railway 
-_under one form as well as under the other. The proof is on our large 
-_-mon-competitive territory in Canada, none of which is suffering. 
a Commissioner Loree: I had more in mind the importance of develop- 
ing the state of the art. 
|  —~—sS Mr. Beatty: For the sake of maintaining efficiency we must at least 
keep abreast of your progress in the United States. 
-Commissioner Loree: There would be no competition. 

: Mr. Beatty: -Except the competition we have with your northern 
lines in the West. 
Commissioner:Loree: That is limited. 

Mr. Beatty: Yes, to the Pacific slope. 

‘Commissioner Loree: If you look for any source of life in the 
monopoly I do not see where you get it. 
a. Mr. Beatty: Take the mechanical man at the head of the mechanical 
department of this consolidated system; should he be any less alert than 
two men doing the same work? 
Commissioner Loree: I have seen many instances of it. 
Mr. Beatty: Do you see any reason why it should be so? 
Commissioner Loree: I think the old ad.ge “Competition is the life 
f Trade” still applies. Competition kindles a spirit of emulation in a 
man, and he gets the reward that comes to him for superior activities. 
me 
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Mr. Beatty: That is perfectly true; but no doubt you have in mind 
companies are virtual monopolies but which. are not behind in their | 
technical resources. As an instance,—take the A.T. & T. 

Commissioner Loree: They have a great many competitors. 

‘ Mr. Beatty: But no competition in their own field. 
Commissioner Loree: Yes, in certair parts of the United States. 
Mr. Beatty: But no one covers the same field as they do. They have — 

competition with ourselves, with our wire services naturally, but taking 
the A.T. & T. as an example of a monopoly, they have kept up a remark- 
able pace in their progress. 

Commissioner Loree: Yes, I think as a rule they have a very good 
set of men in charge. Eventually they may, have a man who may go to — 
sleep. Nothing more significant has happened in the banking business 
in New York than the failure of the grandson. He went into society, 
horse racing and one thing and another “and left banking go to the devil. 
That is the trouble I see in a monopoly; you have got no incentive, no 
spur. 


* * * * 


Commissioner Loree: But against all those things you erect barriers. 
At one time we had in Washington a stately Marshal. Someone said to — 
him, “Marshal, I don’t see how you keep good-humoured in view ofy alla 
the attacks that are constantly made on you in the press.” . “Well,” | 
he said, “I have a very good secretary, when I go to the office in the 
morning there are clippings on top of my correspondence, but he never | 
puts anything there but clippings that praise me.” 1 

Mr. Beatty: I do not know how it would feel.to be treated like that. 

Commissioner Loree: I see it in so many instances, Mr. Beatty. 
Take our locomotive position; we had three companies who agreed on | 
prices; they had no interest whatever in developing the state of the art, | 
they wanted to sell standardized products; now they are in a hopeless | 
state approaching bankruptcy. ; 


These extracts which I have cited from the Proceedings of the Duff Comma” 
sion were given by Sir Edward Beatty and Mr. Grant Hall to men who were} 
charged with the responsibility of advising the Government with respect to a” 
formula to bring about new economies in our railway system. The Royal? 
Commission tested the formula of Sir Edward Beatty, and rejected it on the 
ground that it would in effect bring about a railway monopoly. . 

Let us revert to something Sir Joseph Flavelle said which is constantly in¥ 
my mind, and which I draw to Sir Edward Beatty’s attention. It bears on the 
fatal consequence of the step which Sir Edward is proposing to us: unified 
management, which means unification, which means monopoly. I quote Sir 
Joseph's words again :—— 


But I come back again to this, not the Acuity of getting hal 
technical skill, not the difficulty of multiplying by two what is now done _ 
by one body of officers; it is that subtle thing that you have mentioned. — 
{ attempted to call it spiritual. Tt is that sense of responsibility to the 
public. 

Mr. Bearry: Yes, sir. 

Sir Joseph Fravetye: That may be in one executive and not in the) | 
other; it may be in a generation of ten years or more. We are legislating 
for the future needs of the country, and the adoption of your suggestion | 
would mean one system of railways in this country for all time to come, — 
unless | Parliament intervened and said, “It is intolerable; we will bre : 
it up.” 

[Sir Edward Beatty, G.B.E.] 
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P My comment is that then it would be impossible to break it up because the 
country would be facing a unit which could not be unscrambled. The country 
would say, “No. We will not break it up, we will absorb it into a State-owned 
_ monopoly.” That is the fear I have in my mind. If to-day we bring these two 
_ railways to that point of unification which would bespeak permanency of con- 
_ ditions, I can visualize the country at a certain moment would say, “It is intoler- 
_ able.” Then we should have to face a monopoly under State ownership. 
4 I am not ready to take that step, because I am convinced that Canada does 
need the C.P.R. for the example it has set of good administration. Not onlv in 
_ this country but outside it is regarded as an ideally administered railway. It is 
_ because I fear that the C.P.R. may be gradually absorbed into State ownership 
_ that I ask Sir Edward if there is not danger in that first step which he suggests, 
and which would perhaps lead to the absorption and annihilation of the C.P.R. 
into State-ownership.—A. Well, Senator, you questioned me somewhat along 
those lines when I was before your committee last month. I recall very accur- 
ately—I think even before you read it—the conversation between Sir Joseph 
Flavelle and myself and Mr. Loree. I was one of those brought up in the school 
of “competition is the life of trade.” And Mr. Loree much more so, and when 
he éxamined me he was a very elderly man. He was known to be an aggressive 
_ railway competitor who believed in it, and he practised it all his life. I am 
' inclined to thing Sir Joseph did too. 


Right Hon. Mr. MrtcHmn: Hear, hear. 


The Wirness: My answer to all those queries of all those gentlemen is that 
we are in a different generation now. England has found out, owing to its 
experiment, that competition is a dead influence. They have made more pro- 
egress in the art of railroading in Great Britain since they had their amalgamated 
railways than they ever had in a given time before. All their chief executives 
admit it. I believe, too, that public opinion is a great regulator of all public 
service activities, and that to-day railway officers have a much finer sense of 
their responsibilities than they had even twenty or thirty years ago. I believe 
_ a semi-judicial tribunal, such as the Railway Commission or a transport board, 
ean exercise protection of the rights of the public if there is any indication that 
- a monopoly was invading those rights. On the whole I may be over-optimistic, 
but I do not think so. I believe this country can produce, and continue to 
_ produce, men not only technicians in railroading, but men fit to be on the board 
of directors of this company, commercial statesmen of a high order, patriotic 
‘and able men. I believe you can get an executive which will continue a uniform 
standard of excellence in administration which we could not have hoped for 
| years ago. 
~ Iam not nearly as alarmed as Sir Joseph Flavelle appeared to be of a 
monopoly, because we have hedged unification around with so many protective 
factors. You say you do not want to see the Canadian Pacific absorbed by the 
Government. Neither do I. If any argument can be made against monopoly 
under a private company, suitably controlled by public authority, there are a 
‘great many more objections to a monopoly under the aegis of government. 


Right Hon. Mr. Metcuen: Hear, hear. 


The Witness: As a matter of fact, Senator, you and I are not very far 
apart on some things. I should look upon a government monopoly of railway 
transportation in Canada as being about the worst menace to the country that 
“I could imagine. You and others are afraid of a railway monopoly because it 
‘indicates power, and the possible misuse of that power if it is under private 
administration. I, on the other hand, am much more afraid of a monopoly 
pet is political in the interests of the country. If it is political, then control 
of a judicial or a semi-judicial body, such as a transport board, has not the same 
effect. I can go back to my previous testimony to the Royal Commission and 
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indicate where I saw ihe dangers which Sir Henry Thornton referred. to very” 


specifically in his statement, and which you will find quoted in paragraphs 147 
and 148 of the Royal Commission’s report. 

I do. believe we should try to avoid the very eventuality which you describe. 
The very reason why I recommend unified management is that I think by the 
interjection of a private company with a good board of directors we are post- 
poning that eventuality to a much longer time than we can hope to postpone it 
in any other way. 


Right Hon. Mr. MreicHen: Mr. Chairman, I foreot to prepare my speech 
last night. I should like to ask Senator Dandurand. this question. 


Hon. Mr, Danpuranp: I am not the witness, but I do not object. 


Right Hon. Mr. Mricuen: I will put it to the witness, then. I think the 
enswer will be as good. 


By Right Hon. Mr. Meighen: 

Q@. If under influence of the argument of Sir Joseph Flavelle and the 
American gentleman, we are to conclude that competition is just as essential 
in one phase as in another, is it not, then, our logical duty to get rid of co-opera- 
tion at once, eliminate it from our statute books, because to the extent that 
co-operation succeeds it eliminates competition? 

Hon. Mr. Danpuranp: My right honourable friend Senator Meighen made 
that comment, I think, two weeks ago when Sir Edward Beatty was here, 
that co-operation as gradually it is effected leads slowly but surely towards 
unification. 

Right Hon. Mr. MricHrn: Towards elimination of competition. 

Hon. Mr. Danpuranp: There is an element of truth in that statement. 
But, Senator Meighen, you all the time retain the separate entity of the two 
institutions and maintain a spirit of healthy rivalry. 

Right Hon. Mr. MretcH~n: No; because they can only be maintained as 
separate entities In areas where they do not compete. Co-operation, if it 
succeeds, is bound to eliminate competition wherever the two entities compete. 

Hon. Mr. Danpuranp: The Canadian National-Canadian Pacific Act of 
1933 says: You can eliminate competition in this, this and this; but when 
you have effected that, take care. 

Right Hon. Mr. Mricuren: It has not succeeded, but it was nearer right 

_ than was the resolution of the Senate in 1925. 

Hon. Mr, Dannuranp: The question now is as I put it to Sir Edward the 
other day. Suppose the country is not ready to accept unification because 
it means oradually and completely a monopoly under private management. 
Then the two railways are facing each other and things do not improve. On 
the contrary, they get worse. Then what would you do for your own salva- 
tion? Sir Edward Beatty said, ‘‘We will turn to the Canadian National- 

. Canadian Pacific Act of 1933—co-operation.” 

It has been said that Sir Edward Beatty’s campaign for unification in the 
country during the last few years must have had the effect of paralyzing to 
a certain extent the joint co-operative committee that was working towards 
the elimimation of useless expenditures. I think Mr. Coleman was wrong when 
he said there was propaganda which constantly represented to the country 
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5,000 miles of abandonment. I would confine it generally to the statements of. 7 4 


Sir Edward Beatty during the past year. 
The Wirness: Just once, sir. 
Hon. Mr. Danpuranp: You only said it once? 
The Witness: Yes. 
[Sir Edward Beatty, G.B.E.] 
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Hon. Mr, Danpuranp: By Jove! I thought it was oftener from the effect 
_ of your statement. I wonder whether, if the two companies threw their hearts 
_ into the work which is before them of diminishing their expenditure and brine- 
_ ing about some equilibrium, they could not make considerable headway during 
the few years that will follow. I do not know, but I fear that the people of 

_ this country will hesitate to take the fatal plunge into the unification, as one 
- monopoly, of two railways that will be scrambled and cannot be unscrambled 
» in the future. I fear that at a certain moment it would mean the absorption 
_ of the C.P.R. by the state-owned organization. But can they not put their 
| hearts into the work of reducing expenditure? I admit, with Sir Edward Beatty, 
_ that under unification greater economies can be more easily effected. Everybody 
' sees that. But there is the question of taking the fatal step which will lead 
_ toa monopoly, and which may lead to a state monopoly. 

Right Hon. Mr. Meiauen: If that is correct, we will have to reverse 

our co-operation policy. 

Hon. Mr. Buracx: I was going to ask Senator Dandurand a question. 

Some Hon. Smnators: Oh, oh. 
: Hon. Mr. Danpuranp: I have some confidence in Sir Edward Beatty as 
-.my ally in answering some of these questions. : 
Some Hon. Senarors: Oh, oh. 


: Hon. Mr. Buack: This argument has brought another feature to my mind 
' prominently, and that is that the conversations quoted between Sir Joseph 
_ Flavelle, Sir Edward Beatty and others took place ten years ago. 


‘The Witness: No, six years ago. 


Hon. Mr. Buack: Six years ago. My remarks are precisely the same in 

any event. During the past five or six years there has been a very important 

' change in the whole transporation problem, and there is now a very consider- 
- able competition with the railways which did not exist five or six years ago. 
If competition is a good thing, and I agree that competition is the life of trade, 
- to use the old expression, and if we are going to adopt that principle we should 

- oppose the Transport Bill and encourage competition from all angles, and as 
_ far as possible, bring about greater competition through the trucking facilities. 


An Hon, Senator: Under the same control? 


4 Hon. Mr. Buacx: If we can get it. If you are going to argue for competi- 
- tion, there should not be any interference with competition of any kind, so far 
as it is traffic competition. I think that is a fair assumption. If we are going 
in for an ultimate unification of management of the two railways we would 
till have in our hands the competition on the highways. Haven't we got in 
that alone a system of competition which will take care of the monopoly of the 
_ two railways should they ultimately get together? 

vid 
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Hon. Mr. Carper: May I ask a question of Sir Edward? 
Hon. Mr. Buacx: I have not got’ an answer to that. 
Hon. Mr. Carper: I thought you were making a speech. 


By Hon. Mr. Black: 

Q. Is not that a real, effective competition? A. Senator Black, may I inter- 
et this observation? I think it is somewhat unfortunate that Senator Dandurand 
as used the adjective used by Sir Joseph Flavelle—‘“a fatal step.” In my mind 
fatality is associated with death.. We are trying to save this situation. Sir 
_ Joseph was wrong in saying it might easily, and would, I think, turn out to be 
g the most destructive step we had taken in Canada in a great many years, because 
Thave confidence in the actual results to be obtained by Canada. 
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By Hon. Mr. Calder: 

Q. May I ask a question connected with the same problem, the fear ot 
monopoly? You must have a knowledge of how our Board of Railway Com- 
missioners operate; what they exist for. Now, they have similar boards in 
other countries, I presume. I do not know. You likely do. In the United 
States they have a board, and in Great Britain, I understand, they have two 
or three boards that deal with certain problems connected with the results 
of the rationalization of the systems there. My question is this. If a proper 
board with the necessary powers exists—probably additional powers may have to 
be given—is there any fear that the public will not be protected in so far as 
service is concerned?—-A. None whatever, in my judgment. 

Q. That is the whole question. The state has the power to create a board 
that will enforce upon any monopoly the giving of any service the public requires. 
That is correct?—-A. Yes, sir, that is correct. 

Q. Well, there is the answer in so far as the protection of the public is con- 
cerned. 

By Hon. Mr. Murdock: 

Q. Sir Edward, on page 9 of your submission this morning you fixed the 
total assets of the Canadian Pacific Railway at $1,382,000,000. This entire dis- 
cussion originated in the Senate some months ago as the result of a clamour 
made to relieve the forgotten taxpayer of Canada of a burden of $75,000,000 a 
year. The question I want to ask is this. Is it not possible, if unification were 
made effective, and the railways of Canada, by reason of other modes of trans- 
portation—air, highway and water—continued to go into the red and failed to 
‘meet the obligations we hope they will meet, that the forgotten taxpayer of 
Canada might a few years hence find himself loaded up with $1,382,000,000 of 
Canadian Pacific assets, because those assets were in the entire railway mixture, 
and liable for taking over and assuming the obligations?—-A. Well, senator, I 
do not believe I can put myself far enough into the future to answer your ques- 
tion definitely. Of course anything may happen. If we had a series of years 
of depression there would be some wrecks strewn throughout Canada; but I do 
not believe that if the Government of Canada and the Canadian Pacific were in 
association in the railway business through this operating company we should 
look forward to anything in the way of danger. I believe our operations would 
be carried on so economically and the savings would be so great that the Govern- 
ment itself would be receiving some return on its railway investment and that 
we would be receiving protective results. 

Q. Is there not a possibility?—A. Anything is possible, but not permanently 
possible. 

@. Is it not probable that there might be not more than enough. money to 
pay for those assets of yours?—A. I wouldn’t say that. The whole thing depends — 
on the earnings. Our credit will depend on our future earnings, and if we make : 
anything like “normal earnings in future we will have all that is required to take 
care of necessary financing. In these times I do not like to even guess. This 
- time last year, or before, I would have told you that we were probably on the 
way in North America. I would have had to take that back last fall and winter. 
I do not know whether this is a recession, a depression or a world depression 
to-day, and I do not know if anybody else does. 


By Hon. Mr. Calder: 
Q. And if we have a war— —A. So many things can happen. 


By Hon. Mr. Hugessen: 

Q. Three objections have been raised to your unification proposal. The | 

three principal ones, it seems to me are, first, the fear of monopoly which, 
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_ whether it is well based or not, is a very active fear in the public mind and 
is something that has to be taken into account in dealing with a situation 
such as this. The second objection, which I think has some force, is that 
the combined railways would be too big and that you would have too large 
an organization altogether to effectively and properly operate. The third 
_.. objection is that if you were to unify on the basis you suggest, with a board 
4 consisting half of representatives of the C.P.R. and half of representatives 
of the public railway, there would still be a conflict of interests between 
the two elements on the board and as between the public ownership people 
and those who were there to protect the interests of the private railroad, 
and they might arrive at an impasse. 

Now, I do not believe any longer, very much, in this question of com- 

petition between the two railways. I agree that there is sufficient outside 

competition now to stir the railways to greater efforts without competition 

between themselves. But what I should like to get at would be some method 

by which we could maintain the separate corporate entities of the two com- 
panies while eliminating competition between them, so that while their separate 
entities would be preserved they would lose any inducement to compete with 
one another and would feel perfectly free to make such arrangements as to 
the closing of lines or the reduction of service as they might feel best in théir 
joint interest. It seems to me that we might get at that from the point of 
view of what has been done in England between the two great systems there, 
the London and Northwestern, and the London, Midland and Scottish, both 
of which run to a very large number of competitive points. If we could arrive 
at some system of pooling the whole traffic of the two railways while main- 
taining their separate corporate entities we would eliminate the factor of 
competition between them, and at the same time they would feel perfectly 
free to make as many economies as they possibly could. 

I should like to see a new approach to this problem. After all, this 
committee has been sitting for a month, and what we have had, in brief, is 
this: Sir Edward Beatty and his officials have come out for unification; 
Mr. Hungerford and his officials have come out for compulsory co-operation. 
I think there are objections to both systems, and should like to see some 
new kind of approach to the problem, and J venture to suggest that there 
is a possibility of approach along those lines—A. May I ask what were your 
three objections? ‘The first was fear of monopoly; then difficulty of operation— 

Q. The principal one is the fear of monopoly; and nothing we can do 
will affect that—A. I doubt that, because I do not believe the monopoly 
of the 90’s is to ‘be compared with the monopoly of restriction and control 
of 1988, especially with the existence of highway and waterway competition 
which is still effective. Your second question was something else, though, 
» senator, if I recall it. You said, thirdly, that if you have a company formed 
of representatives of the government, on the one hand, and of the private 
company on the other, you would have a different approach and probably 
‘difficulties in the administration of the affairs of that company. 

a Q. Yes. For instance, you have a joint board representing the two com- 
_ panies. Suppose the five representatives of the publicly owned railway were 
to say, “We wish to proceed with the Montreal terminals,” and the five repre- 
sentatives of the Canadian Pacific were to say, “That is totally useless.” 
_ Where would you be?—A. Don’t forget that it becomes one company. ‘These 
* men have no divided responsibility. Their responsibility is to the operating 
company, and inasmuch as there is one treasury and one place to which the 
earnings go, there could be no possibility, in my judgment, of divided 
approach to the question. 

7, Q. But would not the five directors representing the public feel that 
_ they had more of a responsibility than merely a financial one; that in the 
oe a es , 
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instance I gave vou, for example; they had a responsibility there to the 
public of Montreal to provide them with station facilities, even if that meant 
large expenditures?—-A. But they do not become representatives of any par- 
ticular company when they get on this board. They merge. 


By Hon. Mr. Calder: 

Q. You made that perfectly clear in reply to a question I asked you. 
when you were here before, Sir Edward. Once the new board of directors 
are appointed they begin to forget that they are representing the old com- 
panies. Unification has taken place and -everything is thrown into one pot; 
and the longer that board continues to operate, the further its members will 
get away from the idea that they are representing separate interests——A. More 
unity all the time. 

Hon. Mr. Catprer: There is the other phase of this, Senator Hugessen, and 
that is your idea, that they should continue the identity of the physical properties 
as far as possible. Now, the longer they continue as a unified board the farther 
they will tend to get away from retention of the present physical properties as 
separate properties. That is the idea Sir Edward expressed to me when he was 
first here. 

Hon. Mr. Haic: Let Senator Hugessen get an answer to his questions. 

The Witness: Which one, Senator? 

Hon. Mr. Haig: The third question. 

The Wirness: I answered that. 

Hon. Mr. Hata: As to the possibilities of another nptpaacn to this issue. 

The Witness: Oh, I beg your pardon. 

Hon. Mr. Hata: I think Senator Hugessen outlined that. 

Hon. Mr. Hucrssnn: Yes, I did. 

Hon. Mr. Caper: Briefly, as I understand it, Senator Hugessen, that was 
this, that the two sections of the board, representing the Canadian Pacific and 
the Canadian National, would continue as such? 

Hon. Mr. Hucressen: No; that they would continue as separate entities, as 
they are now, but with the elimination of the factor of competition as between 
them. 

Hon. Mr. Catprr: And that the effort should be as far as possible to keep 
the complete identity of the two railway systems? That is your new approach, 
as I understand it. 

Hon. Mr. Hucessmn: Not exactly. What I mean is what happened in 
England, the pooling of traffic between normally competing lines on normally 
competitive points throughout the country. 

The Witness: That is too big a question for me to answer offhand. 


By Hon. Mr. Horsey: 

(. The difficulty as I see it with regard to savings, whether under co-opera- 
tion or under unification, is that the plans to bring them about might break 
down when the railways went before the Railway Board. Now, as you say, you 
believe in public opinion, and I think we all do. Suppose we had a monopoly 
and the Railway Board became an obstacle to the bringing about of savings of 


many millions, then I at least fear that the Railway Board would have to be 


changed —A. I think it was you, perhaps, Senator, who asked me a somewhat 

similar question when I was here before. I said that anything we could accom- 

plish in the formation of a unified management would of course require, first of 

all, agreements between the two parties; and, secondly, a statutory confirmation. 

And into that statute I suggested might be written, and probably would be na 
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a statement of Government policy in respect of those things which would be 
necessary in controlling the attitude of any transport board towards these 
applications that you speak of. 

Q. Let us go a step further and suppose that added powers were given but 
were insufficient. In view of all the voting power of all the railway employees 
and their families, the fear in my mind is that instead of public opinion winning 
out in the initial stage, this monopoly could throw its weight so as to have its 

_ view carried out temporarily, at least; though in the end, of course, I believe 
public opinion would survive, as you state. But it would be a very serious 
situation, as Senator Dandurand has indicated, and then public ownership would 
have to be brought about to stop the turmoil. We would have a very tumultuous 
time while that unsettled state was existing—A. I think the danger would be 
very much less under a privately operated unified system than you have to-day 
under present conditions. 

Hon. Mr. Ropinson: Mr. Chairman, there is one suggestion in Sir Edward 
Beatty’s report which he read this morning which has not been touched upon, 
and perhaps it should be. In this inquiry our Committee has tried its best to 
get at the bottom of this question in various ways, and perhaps there has been 
too much of a tendency to look upon it as a contest between the two railways. 


Right Hon. Mr. Mricuren: Hear, hear. 


Hon. Mr. Ropinson: I do not think we want to look upon it in that way, 
nor as a contest between the two political parties. This Committee has before 
it a proposal that has been placed before the public—we cannot get away from 
that. There has been a good deal of propaganda, a large number of newspapers 
have carried a campaign of propaganda by the Canadian Pacifie— 


The Witness: You do not suggest that that is the only campaign of 
propaganda, Senator? 


‘Hon. Mr. Roprnson: And there has been a tendency here to snub the 
officials of the Canadian National Railways, to tell them to keep quiet, that 
they have no right to say anything. There is no doubt about that. Now, I have 
resented that and I want to defend the officials of the Canadian National in this 
respect. The only experts that we could apply to were Canadian National 
_ officials, when we wanted an examination of the proposals and estimates that 
' have been made. They have examined them and given us their views. They 
_ have not given those views in a contentious way; they have simply given us all 
the information they could, as we asked them to do. Now we are more or less 
- ina fog, and Sir Edward Beatty suggests that possibly it might be a good thing 
» to employ experts. The Montreal Gazette got a little ahead of him this 
- - morning with that suggestion—it is the same suggestion. At the same time the 

Montreal Gazette was very critical of this Committee. I hope the two facts do 
not link up in Sir Edward Beatty’s mind. Now, Sir Edward made that sug- 
gestion in all seriousness. 


The Wrrnsss: Yes. 


Hon. Mr. Rosinson: This is a serious suggestion, and I am wondering: 
whether we should discuss it now. 


‘Hon. Mr. Gorpon: Mr. Chairman, I find there is a little confusion in the 
mind of some of my friends with regard to the division of earnings. I under- 
stand that Sir Edward’s proposal is very simple, and to me it is a most business- 
like one. As I see it, he is looking forward to an arrangement between the 

Canadian Pacific and the Canadian National, by which notwithstanding what 
- might be done to one road or the other, in the way perhaps of eliminating stations 
_ that might be detrimental— 


- Hon. Mr. Murvocx: Take us into school later and tutor us, won’t you? 
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Hon. Mr. Gorpon: It comes down to this point, that the division would be 
made on an agreed basis— 

Hon. Mr. Rosrnson: Senator Gordon, are you trying to sidetrack what I 
am asking for? : 


By Hon. Mr. Gordon: 


Q. Am I right or wrong in that, Sir Hawepae ah: You are partly right 
and partly wrong. I have not made any proposal to anybody. I could not. 
I have not even got a proposal to make to my own board. 

Q. It seems to me that when you do come down to this, that the division 
will be made, say, 50-50 of the earnings, or 40-60 or whatever it is, and that 
division of earnings will be made regardless of what may be done with either 
property? Is that the idea?—A. The idea, of course, is to reach an agreement 
with the other side as to what the division shall be. It is a very complicated 
matter. We would have to readjust certain accounts between the two companies 
in order to get a result at which we could look and that everybody would agree 
upon as giving an adequate comparison. But we have not reached that stage. 

Q. But would not the object be to get it down to a basis— —A. To a simple 
basis whereby we would divide these earnings from year to year from now on. 


By Hon. Mr. McRae: 


Q. We have been told that there was a substantial advance in rates in 
Great Britain at the time of the change that was made there, and I believe 
there was a five per cent advance in recent months. In the United States there 
was been a ten per cent advance, and the railways there are asking for a fifteen 
per cent advance in their rates—A. You mean railway rates, not railway 
wages? 

Q. No, railway rates. I do not share with Senator Dandurand any hopes 
for substantial savings from co-operation. We have had an opportunity to 
make savings, from co-operation, for five years, and we cannot wait another five 
years. It is apparent to me that our rates in Canada are low, too low, and do 
not take into consideration the advancing costs. I take it that the railway - 
business, the same as any other business, ought to make a reasonable return 
on the capital in the business, the capital for necessary transport. If I am 
correct in thinking that reasonable economies have been worked out under the 
present situation, that we cannot look for many more extensive economies, is 
it not necessary that this country should recognize the inevitable and advance 
freight rates so as to make the railway business carry itself?—A. We dis- 
cussed that on my last appearance, and you will remember I expressed the view 
that I would be very reluctant to see that happen, because I look upon low 
transportation rates as very essential to this country. We cannot change grain 
rates without your approval. I doubt if you would ever allow us to do so. I 
would not like to ask for an increase there, because I know how dependent our 
grain is on those rates. Then if you suggest a uniform increase in commodity 
-rates, we in the rather dislocated condition of road competition in Canada would 
run the risk of further excursions into our traffic by highway carriers. And that 
is the reason the United States Interstate Commerce Commission refused the 
last application of the American railways; they said you would lose more than 
you would gain. 

Q. If rates are not advanced, and if in the national interest we must handle 
certain commodities below cost, is it not logical to anticipate that sooner or 
later we must provide, by way of subsidy or some other consideration, for loss 
in the handling of those commodities?—A. Unquestionably. 

Q. Whether by way of advance in rates or by way of subsidy, it does seem 
to me this country is rapidly approaching that state—A. There are two ways — 
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of saving money: one, by making more; the other, by saving more. I am 
_ suggesting here a method of saving more money. As T understand, you are 
suggesting a way by making more. 

Q. I am suggesting that if economies cannot be very much further reduced, 
as you said, and if we are to stay as at present without co-operation— —A. Under 
competition. 

Q. —then we must find some other way of meeting the situation, either 
by an advance in rates or by subsidies for commodities handled at less than 
cost. 


By Hon. Mr. Sinclair: 

Q. In your submission, Sir Edward, in the centre of paragraph on page 
5 you cite clause 7 of the Canadian Pacific charter. I do not need to read the 
reference?—A. No, sir. 

Q. Then you comment on the plan that was submitted, and at the bottom 
you state you cannot accept a certain principle—A. Administration without 
responsibility, Senator. 

Q. Just so. Do I understand, Sir Edward, that you take the same ground 
with regard to unification?—A. Unification being an agreement, and therefore 
being— 

Q. Would the C.P.R. still retain that charter right in negotiating an agree- 
ment?—A. Not if we made that agreement, no, sir. If the Canadian Pacific 
voluntarily went into an agreement. with the Government for administration 
of their properties, they would be bound by it. 

Q. It is a matter for consideration in giving up your charter rights by 
negotiation?—A. Yes. It would not be a serious matter if we are able to 
_ make a permanent arrangement with the Government as to joint operation of 
- both railways. 


‘ Hon. Mr. Hate: Senator Robinson put a question, but I did not hear 
' any answer to it. 


Hon. Mr. Cauppr: Leave sleeping dogs alone. 


By Hon. Mr. Robinson: 
: @. There is a suggestion in your-memorandum, Sir Edward, about calling 
- in experts. You made it seriously?—A. Yes. 


Hon. Mr. Cauper: What I presume, Sir Edward, you mean is this. We 
' have had a whole lot of evidence given by the two companies, each from its 
- own standpoint, and you think in order to clear up that phase of the situation 
_ independent experts should be brought in to examine all those figures and give 
us a correct statement of what the situation actually is?—A. Yes, sir. 

t Q. A lot will depend upon those figures we have had from the two railway 
- companies.—A. My idea is this. As you know, there are firms who do this 
_ business, firms composed of men who spend their life on railways and engineer- 
ing work. If the Government desired, they could make a very valuable check 
' on everything that has been submitted to this committee. 


By Hon. Mr. Dandurand: 
id Q. You say savings, Sir Edward, are predicated on a policy which would 
' have to be submitted to the Railway Board?—A. A factual finding body 
“entirely. Policy would have to be determined by the Government. 
— Q. Yes. The policy might follow on the savings.—A. Yes. 


Hon. Mr. McRan: That is a very important matter for consideration 
by the committee when they come down to it. 
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By the Chairman (Hon. Mr. Beaubien) : 

Q. Pursuing the idea suggested by Senator Hugessen, would it be possible 
to conceive that both railways would pool practically all the traffic upon which 
they compete now?—A. Do you mean passenger, or passenger and freight? 

Both—A. Not without unified management. If you do it as unifica- 
tion, ‘all right, you could do that. 

Q. It w ould mean that, it would come down to the same thing?—A. Yes. 


By Hon. Mr. Hugessen: 

Q. I pointed out, Sir Edward, that they did the same thing in England 
without unified management.—A. That is another proposition entirely in Eng- 
land, Senator. I do not think it can be made applicable to Canada. That 
suggestion was made on one occasion before the Royal Commission by Lord 
Ashfield, a member of that commission. He was very familiar with the English 
system. You will not find any suggestion by the Royal Commission that it 
was applicable to Canada. That was six years ago, and it had then been in 
operation a good many years in England. 

Q. They have only been doing that pooling for the last two or three 
years?—A,. No, it has been a gradual process. 


By the Chairman (Hon. Mr. Beaubien): 

Q. If we had unification, of course it is said that the public would be 
afraid: of oppression by a monopoly. Don’t you think that the board in 
charge of unification would fear the result in the mind of the public that 
there would be oppression more than anything else?—A. Oh, undoubtedly. 

Q. Because it would inevitably bring before them the prospect of par- 
liamentary action that would smash it?—-A. And it emphasizes their own 
responsibility. 


By Hon. Mr. Buchanan: 

Q. Sir Edward, do you propose unified management as a permanency ?— 
A. Yes. 

@. Supposing it came into operation, and the public were dissatisfied 
with it, and did not want state ownership of all the railways, but desired 
to go back to railroad competition, would it be possible to restore the two rail- 
roads to single operation?—A. Yes; possible, but difficult. 

Q. Do you envisage as a possibility that the public might make that 
demand?—-A. No. I think when the public got used to the idea of the opera- 
tion of this unified company they would never want anything else. 


By Hon. Mr. Calder: 

Q. On that point, Sir Edward. You say it is possible—A. Yes. 

Q. You say i+ is possible to have a division. I presume that would be 
possible only under these circumstances, say if, for example, you had done a 
lot in the way of rerouting of traffic over main lines, operated in that way 
for a period of years, the other lines still remaining in existence but not 
being maintained to the standard requirements, then there would have to 
be some agreement as to rehabilitation—A. Yes; and it would limit your 
economies. 

@. And then in the same way joint use of terminals?—A. Yes. 

Q. Those things would be separated under proper agreement?—A. Yes. 

Q. I see where it would be possible. ; 

Hon. Mr. Roprnson: I should like to ask one question. I don’t suppose 
there is any sense in it. 

The CuairmMan (Right Hon. Mr. Graham): We are getting used to them. 
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By Hon. Mr. Robinson: 

Q. It has been said that you can have too large a concern for men as at 
present constituted to be able to manage efficiently, that to manage it requires 
supermen, and we don’t have them to-day. I have often wondered if there 
is any possibility of dividing this whole system into three or four systems — 
A. To get economies you could not. 

Hon. Mr. Hate: I move adjournment of the committee. 

The Cuairman (Hon. Mr. Beaubien): . Are you ready to adjourn, 
gentlemen. 

Hon. Mrmperrs: Carried. 


The committee adjourned until 3.30 this afternoon. 


AFTERNOON SITTING 


The committee resumed at 3.45 p.m. 
Sir Epwarp Bratry (examination resumed): 


The Cuatrman (Hon. Mr. Beaubien): Are you ready, gentlemen? 
- Hon. Mr. Haig: Mr. Chairman, the other day I asked for a report of the 
_ people employed by the Canadian National that would reach the age of sixty 
- or over this year. I think Colonel Biggar has that report. I ask that it be 
filed. 
. Mr. Biaear: This is a memorandum from the Canadian National Railways 
_ of the number of employees in the service on June 17, 1938, who have reached or 
- will reach the age of sixty during 19388. It gives the number of employees, with 
the years of their birth, for the years between 1868 and 1878. 
‘ There are four employees who were born in 1868; then up till 1872 there is 
' a total of ten. Then we begin to get into real figures. In 1873 there were 414; 
- in 1874, 873; in 1875, 920. Then, in 1876, 1877 and 1878 we go over the thou- 
_ sand, and there are about 3,500 for those three years, making in all a total of 5,843. 
- We have only got the total number of employees of the’ Canadian National for 
' 1936. It is at page 73. The total number was 78,836. 
2 The CuarrmMan (Right Hon. Mr. Graham): That would not include the 
\ officials? 
Hon. Mr. Hate: It includes everybody. 
Mr. Bicear: That will be Exhibit No. 96. 
i Hon. Mr. Catprr: What percentage would that be? 
e Mr. Bicaar: It would be a little better than one-fifteenth; it would be about 
_ seven per cent. 
& Hon. Mr. Murpocx: It does not give the classes. If an engineer was re- 
tired you could not fill his place with a section man. 

The Cuarrman (Hon. Mr. Beaubien): It goes right along the line. 
% Hon. Mr. Sincuatr: Have you similar figures for the other road? 
Mr. Biccar: No. Senator Haig asked for that. I didn’t know that it was 
available. 
Hon. Mr. Stncuair: You had better get it for the other road. 
Hon. Mr. Hate: I should have liked to have it for the other road, 
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By Mr. Biggar: 
Q. That can be got?—A. Oh, yes. 
Hon. Mr. DANpuRAND: I should like to draw the attention of Sir Edward 
to a statement which I think he could perhaps modify when he reads it again. 
It is in the last paragraph on the first page of the submission and says:— 


I believe that it is fair to say that the officers of the Canadian 
National assume that the people of Canada desire to pay a large amount 
of money each year for the privilege of owning and operating a railway 
system, and do not wish the results of this railway to be subject to 
measurement by the ordinary yardstick of commercial administration. 


I followed the evidence from its inception, and I would have no objection to the 
last part of the statement of Sir Edward; I think that would be a fair comment; 
but I doubt that he would maintain the affirmation: — 


I believe that it is fair to say that the officers of the Canadian 
National assume that the people of Canada desire to pay a large amount - 
of money each year for the privilege of owning and operating a railway 
system. 


I think the officials of the Canadian National are as much interested, and more, 
if possible, than the officials of the Canadian Pacific, in trying to reduce the 
expenditure upon their own railway. And they have done so. But they should 
not be measured by the yardstick of the Canadian Pacific, which is simply 

to bring about dividends or profits for the shareholders. I think Sir Edward, 

-- while there is a distinction which he could make, is somewhat unjust towards . 
the officials of the Canadian National Railways. I simply draw his attention 
to that statement which I have read, and which I think is somewhat unfair to the 
Canadian National officials. 


Right Hon. Mr. Mricuen: Before you speak, Sir Edward, I want to make a 
statement. I take a different view from the leader of the Government. I think 
that is right at the root of our trouble. The duty of the officers and the staff 
of the C.P.R. may be expressed, as I see it, is to give the maximum of service and 
secure the maximum of earnings. That is to say, they have to have regard to 
the best interests of their company—of giving the public the best service and 
getting a return for that service. In my opinion the same attitude exactly, and 
no other, should be that of the officers of the Canadian National. Any other 
conditions are for Parliament and the Government, not for them at all; and 
it is Just because they have sought to put themselves in the position of Parlia- 
ment and the Government that we are in the position we are in to-day to great — 
degree. They should have in their mind merely the maximum of service with a 
view to the returns of their company, and while they are talking on that subject | 
they have just as much right to talk as the C.P.R. or anybody else. But when 
they are in the other field they are in a field which is not theirs, and which is 
entirely the prerogative of Parliament and the Government. 


Hon. Mr. Danpuranp: But I draw attention to this. He wants to apply to 
them his own yardstick. 


Right Hon. Mr. MricHsen: He should, too. 
Hon. Mr. DanpurAND: But I draw his attention to the fact. that he states:—_ 


—the officers of the Canadian National assume that the people off 
Canada desire to pay a large amount of money each year for the privilege | 
of owning and operating a railway system, and do not wish the results 
of this railway to be subject to measurement by the ordinary yard 
of commercial administration. a 
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‘Right Hon. Mr. MrIcHEN: Certainly. 

— Hon. Mr. DanpurRAND: That is the policy which governs the action of the 
-P.R. But he says the Canadian National apparently do not want to accept 
at measurement. Undoubtedly the Canadian National officials want to accept 
that measurement, but with the qualification that they are serving the public 
on lines that are colonization roads and lean lines that must be maintained. 
And that they realize and know. I quite realize that there is a certain dis- 
tinction, but I am not ready to accept the affirmation that:— 


—the officers of the Canadian National assume that the people of 
Canada desire to pay a large amount of money each year for the 
privilege of owning and operating a railway system. 


‘ Bi do not suppose that anyone would like to fall under this declaration, although 
_ perhaps the people of Canada are desirious of paying a little more to save them- 
_ selves from a monopoly. But that is another question. 
Right Hon. Mr. Mercuen: That is the purview of Parliament, and ig not 
theirs at all. | 
Hon. Mr. Danpuranp: They know very well what railway they have in 

hand, and what branches. 

_ ___ Right Hon. Mr. Metcuen: They should run it as a business enterprise to 
__ the utmost the circumstances will permit. They should not take into account 
B: the reaction on the public, except to the extent that it affects their dividends. 
i q Hon. Mr. Mourpocx: Is there any suggestion that they have done that? 
ie Right Hon. Mr. Mricumn: No. But they have been arguing here and in 
_ the press from the standpoint of what the people of Canada will demand. That 
_ is not their business. Their attitude here is, to my mind, illogical; and in that 
- respect I differ from the view of the leader of the Government. [I think it is 
_ because of that attitude that we are in the difficulties we are in, to quite a 
f-degree. ‘They have not regarded themselves in the same way as men who are 
serving solely the interests of their shareholders, and seeking to give service 
but only for earnings. 
Hon. Mr. Murpocx: Neither you nor I would want dumb labour around 
having regard only to— , 
Right Hon. Mr. Mrteuen: I have not said that. 
Hon. Mr. Rosinson: This is a great question, and if there is only one side 
resented to the public, how is the public going to get the true situation? 


ee” Right Hon. Mr. MercuHen: I have no hestitation in saying, “You can 
present your case to the public, but it must be your case as a railway.” That 
_ is what they do not do. ‘ 


Hon. Mr. Rosinson: I think there has been more than a case as a railway 
“presented to the public. 


By: Right Hon. Mr. Meicuen: They regard themselves somewhat as the agent 
of the Administration to secure popular approval. 

Some Hon. Smnators: No, no. 

Hon. Mr. Rosrnson: I know something about the railway situation and 
ve lived among railway men. I take the stand that if there is a certain line 
action to be presented to the public by one railroad and all its friends, 
and the officials of the other railway, who are the only other ones who have 
technical knowledge, are not allowed to say anything, the public will not get 
the facts. 
Se ight Hon. Mr. Mricuen: We want the technical knowledge. I have no 
‘on to that. 
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The Wrirness: May I change to something a little more pleasant? Senator — 


Robinson made what struck me as an important observation before luncheon. 
It has to do with a thing I am not competent to discuss—that is the Canadian 
National Railway officials’ ability to appear before the public, and how much 
they should say in respect of their own system and the railway situation. But 
there was a suggestion made that what I had said in favour of a unified 
management was in some respect a reflection on the personnel of the Canadian 
National. I looked up to see if I had said anything that bore that interpreta- 
tion. I find that on February 15, 1935, I made an address to the Regina Board 
of Trade, and with your permission I shall read a very short extract from it. 
It is as follows:— 

Whether the savings be $50,000,000 or $75,000,000 they will be 
important enough to lessen the burden of the country, and to bring us 
close to the end of the period of constantly compounding railway deficits. 

My suggestion has met with much criticism. I am told that no one 
group of men could properly administer the unified railways—but surely 
this suggestion is not made seriously. We have available, in the staffs 
of the two systems, railway talent and experience fully adequate’ for 
the task. I think that I know enough about railroading to take pride 
in the ability, the loyalty, and the integrity of the staff of the Canadian 
National Railways, as well as in those qualities when exhibited by 
the officers and employees of my own company. I am told that I am 
talking of setting up a great monopoly which might become oppresive. 
Do you picture any government agreeing to unification on terms which 
would permit this? Or surviving if it did? I am told that rates might 
be raised. The rate structure in this country has not been kept low by 
competition, but by common sense on the part of railway men and super- 
vision by the Board of Railway Commissioners. Those forces will still 
be effective, and any one who argues to the contrary can only be doing 
so in order to delude you. 


Then I go on with the labour situation—perhaps I should not bother you with 
that—but I just mention it for the purpose of indicating to you that, so far 
as I am personally concerned, I would like to be absolved from any suggestion 
that I reflected in the slightest degree at any time on the management or 
employees of the Canadian National Railways. 

Now, we had another question raised this morning as to unification. I think 
it was developed by Senator Dandurand. I thought perhaps the committee might 
_be interested in hearing a statement by Mr. D. B. Hanna in the Annual Report of 
the Canadian National Railways of 1921, printed in the Annual Report of the 
Department of Railways and Canals, 1922, page 26. The reason I bring this 
to your attention is the fact that 1t seems to have been overlooked that what I 
have suggested in the way of unified management was exactly what the Cana- 
dian National themselves did when they finally secured control of these com- 
panies. And they were applauded for doing so and quite properly, because I do 
not believe there is any man in Canada would say to-day that it would have 
been the part of wisdom for the Government or the Canadian National, having 
acquired these properties—it is quite true there is a difference in this case because 
of the fact that the ownership is common—to continue to operate them in competi- 
tion instead of, as they decided to do, under one joint board with a common 
administration. Mr. Hanna says:— 


This co-ordination affected only Western lines, yet on account of the 
fact that the lines being amalgamated served much common territory the 
consolidation for operating purposes involved a general rearrangement 
of train service to secure the shortest and most suitable routes. Arrange- 
ments were also made for the joint use of terminals and other facilities. 

[Sir Edward Beatty, G.B.E.] 
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A number of duplicate offices were abolished, and certain stations, freight 
sheds and roundhouses have been closed. A number of rail connections 
were required and have been put in; others have yet to be constructed. 
The carrying out of this co-ordination programme has of course resulted 
in substantial savings in operating expenses. The changes made have also 
enabled passenger train services to be improved, permit of short routing 
of freight, and in general have resulted in giving the National System a 
greater capacity to handle business and give good service to the public. 
When the full programme is completed further advantages of this kind 
will be secured. I am probably a prejudiced witness in anything per- 
taining to Mr. Hanna, because our relations with him over a long period 
of years were so satisfactory. If he had remained in office, I think a great 
many of these problems which you gentlemen are being bothered with 
to-day might have been avoided. However, you can appreciate from his 
comments that the theory upon which he worked was exactly that upon 
which we based our conclusions, that these unification proposals would 
effect great savings. They have undoubtedly effected great savings in the 
Canadian National Railways. It was the sanest and probably the only 
possible course that could have been taken under the circumstances. 


ee Se ee Pe ee — 
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By Mr. Biggar: 

Q. That covers that point?—A. Yes. 

Q. Now, Sir Edward, I hate to ask you to come back to an unpleasant 
subject, but dealing with that passage in your submission of this morning to 
which Senator Dandurand called attention, would you indicate what if any 
- relation that passage has to the passage from your evidence before the Royal 
- Commission which is quoted in paragraph No. 148 of the Commission’s report? 
Have you got that report before you?—A. Yes, sir. That observation of mine 
_ which is quoted by the Commission follows a similar one by the President of 
_ the Canadian National Railways in paragraph 147. 

q Q. Yes; and that observation of the President of the Canadian National is 
' in the record, at page 1038—A. Yes, I notice it has been referred to. But 
_ paragraph 148 was not quoted at that time. This is the quotation:— 

The President of the Canadian Pacific appeared to be more con- 
cerned over the activities of what he termed “politically-minded” execu- 
tives of the publicly-owned railway than he was over straight political 
pressure for definite ends. He said:— _ 

We talk a great deal about political interference being damaging 
to railway operations, and we know that that is true, generally speaking. 
But when we say it we seem to think the only political influence is that 
exercised by a government, or a member of government, or a member 
of parliament. To my mind the worst kind comes from the political 

attitude of men in publicly-owned institutions. Possibly they are not 

conscious of it, but they become politically-minded; their policies and 
actions have a political tinge, and that, from my standpoint, 1s more 
serious as representing the attitude of the corporation than the isolated 
act of a member of parliament who tries to get a man employed. 

Years ago the ability ot privately-owned railway companies to with- 
stand political pressure was somewhat limited. To-day it is nothing like 
it was, because we can say “No” to that kind of pressure. But the 
politics that develop inside an organization because it is publicly-owned, ~ 
and not privately-owned, is a serious thing. es 

We spoke of not being able to anticipate what government policies 
would be towards any railway, and I believe we cannot tell from year 
to year what the policy of any government would be in respect of its 
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railway property. Providing it owns it, and has a measure of control 
of its policies, and so long as they are putting up the money we cannot 
avoid that possibility, 


Q. It is the first of the three paragraphs of that quotation that I thought _ 


perhaps had some relation to that passage on pages 1 and 2 of your submission 
this morning—A. That is right; it had. It is a following-up of the same idea 
emphasized by the insistence of Mr. Hungerford and his officers that he was in 
a different position from us, that he had to have regard for public interest in all 
the things he did. He seemed to draw a distinction between us and them all 
the way through. As a matter of fact I do not believe that such a distinction 
should exist. We are both public service organizations and we both have 
obligations to the public as such. 

@. You are referring to what Mr. Hungerford said in his evidence before 
the Committee, as appears at pages 1067 and 1068, I think, are you not, that. 
the question of policy was not for him?—A. Yes, that is the reference. 

Q. You were going to add something on the question of ocean steamships? 
—A. Just by way of explanation, Colonel Biggar, you will recall that in my 
submission I said that if the Government, after giving consideration to the 
very important questions of national marine policy involved, decided that the 
ocean services should be included, I thought it could be arranged. And I 
thought. the Committee would like to know the reason for that position. As 
you know, we have steamship services on the North Atlantic and the Pacific. 
We operate from Montreal and Quebec in the summer to British and con- 
tinental ports; and we operate from Vancouver to the Orient, and from Van- 
couver to Australia and New Zealand by a line known as the Canadian- 
Australasian line, in which we have a half interest. Each of these services 
meets with different competition. On the Atlantic we compete with the Cunard- 
White Star and Donaldson lines between Canadian ports and the United 
Kingdom, and are in active competition with many lines out of New York and 
other United States ports. During the season of St. Lawrence navigation there 
are seven lines competing with us in freight traffic, five of these being purely 
freight lines. During the winter season the competition in both freight and 
passenger traffic is increased to the extent that twelve lines in passenger service 
and nine in freight service call at Saint John and Halifax, being British, 
German, Dutch, Polish, American and other lines, most of which make these 
ports of call en route from and to United States ports. 

On the Pacific we meet passenger competition from the American Mail 
' Line, that is the Dollar Line, the Blue Funnel Line, the Japanese Nippon 

Yusen Kaisha, and the Silver Java Line, and there is freight competition 
from American, British and Japanese lines. 

While there are some government-owned steamship lines of foreign 
countries, the general custom on the ocean is for steamships to be operated 
by private interests-—any governmental assistance being given, where neces- 
“sary, in the form of subsidy. It is conceivable that the Government of Canada 
might not wish to disturb the existing situation in respect of services to and 
from Canadian ports provided by a number of independent private steam- 
ship companies of British and other ownership. These would claim that the | 
influence of the Government, through its participation in the earnings of the — 
Canadian Pacific Steamships, would be brought to bear in favour of that — 
Company, and against its competitors, which ‘would be resented. All the power — 
of these lines, particularly the British lines, would be exerted on our Govern- — 
ment to prevent this course and I do not know what the attitude of the Dominion 
Government would be. I presume it is satisfied with the existing competitive 


situation. So far as I am personally concerned I have an open mind on the _ 


value of the inclusion of this non-railway activity. Obviously, no special 
[Sir Edward Beatty, G.B.H.] ; 


(PA Ne LA i a 
TI MH Wet rub Cy epen Quaaeri A! 


ii" RAILWAY CONDITIONS 1403 


advantage would result, as the change would not affect the savings from united 
management of the country’s railway lines and the Canadian Pacific would 
expect to be added to its share of the earnings of the united system. The question 
as I have indicated, is one for Government decision and if there were any keen 
desire for the inclusion of these earnings, I would be prepared to agree, although 
I could not anticipate the view of our shareholders. It is not a matter which 
can be determined by either this Committee or myself. 

That, of course, as you gentlemen who have knowledge of Maritime affairs 
_ know, is a very complicated situation. If our British competitors in particular 
thought that the Government was putting itself in a position to favour Canadian 
_ Pacific steamships by reason of its interest in their earnings, I am afraid we 
_ should have some very serious opposition and critical comment. It is one of 
_ those questions we cannot determine now, but I thought I might as well out- 
_ line to you what the situation has been. The Cunard-White Star and the other 
- British lines are very aggressive, as you know, and they would not let this pass 
- unchallenged, so I could not anticipate what the final position would be. 

a Q. The next passage in the submission you made this morning, to which I 
_ wish to direct attention, is on page 2 of your memorandum. You say:— 


_Important measures of joint economy will never be effected in Canada 
, until some arrangement is made by which their results are shared auto- 
i matically by the two railways. 


- Would you explain that a little, particularly with reference to Senator Hugessen’s 
_ suggestion of this morning?—A. I think the expression there is almost self- 
- explanatory. But the fact is that when we have piecemeal co-operation we have 
| to anticipate as well as we can what the final results would be to each company 
_ probably a great many years hence. That introduces an element of uncertainty. 
_ Iion the other hand it was a matter of just putting two facilities together because 
- we had a common interest in the result, we would not have to face the future at 
~ all, as we jointly and equitably share in that result. That is inevitable in any 
» case where you have a partial plan and you have a complete plan. Personally 

I have always been of the opinion that the maximum results could only be 
_ secured when there was only one treasury into which all these savings went. 
a Q. And you do not think there is any alternative method of arriving at 
that situation except unification?—A. No, there is no alternative which would 
carry you.the same distance. 
‘a Q. Is there any alternative which would carry you a comparatively useful 
-distance?—A. Well, I speak subject to Senator Hugessen’s suggestion on the 
_ application or possible application of the British system to the Canadian 
\ situation. I have always been fearful that we would find our conditions so 
entirely dissimilar that it would not fit our picture; but I am going to suggest 
_ to the Committee that before it rises it might hear a little more detailed explana- 
tion of that British situation. The Secretary of the Canadian Pacific Railway 
is an Englishman, who has worked in England and has made a special study of 
the English Act, results and methods. The Committee may not wish to hear 
_ witnesses, but I think it should have some form of submission to summarize the 
history of that English situation. Senator Hugessen was right in the statement 
he made this morning that it was something less than eight years ago when this 
pooling that he spoke of was put into effect in England, though I thought it 
began earlier. But if it did operate in a limited way before, it has reached its 
maximum now. I think it should be explained to the Committee, because it 
is a very good example of what they have accomplished under their system, 
i in rationalization, in the improvement of the art and in their defiance of com- 
petition and all its alleged virtues, as well as in the savings that they have 
secured by greater efficiency. 
— Q. And could that be dealt with in a memorandum that might be made 
-available?—A. It could be made ready for the Committee to-night or to-mor- 
row, if you wish it. 
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By the Chairman (Right Hon. Mr. Graham): 

Q. I rather agree with you, Sir Edward, that there are dissimilarities 
existing between the two countries to such an extent that it might be very 
dificult to adopt the English system here with success——A. It might be. I 
am inclined to think that myself, sir. But Senator Hugessen rather suggests 
that some phases of it might be adopted with profit in Canada. 

Q. You have no opportunity here, at present at least, to control the truck 
trafic—A. No, Senator. And we cannot zone in this country. Our railways 
happen to be parallel right across the country, so zoning is out of the question. 

Q. They have a density of traffic there, so it is much easier to control 
a large situation that it would be here—A. Quite true. Also, they have no fear 
of a monopoly over there. 


By the Chairman (Hon. Mr. Beaubien) : 


Q. On the other hand, Sir Edward, I understand they have pooled all 
their freight—A. They have done the most extensive pooling, I think, that 
has beem accomplished in any place in the world, Senator. I must confess I 
do not know the details of it. It is a complicated situation because they have 
an entirely different rate structure from what we have. They have always 
had terminal rates in Great Britain. 


By Hon. Mr. Calder: 

Q. In his address Mr. Waters makes a statement to this effect: that for 
years the British merchants were fearful of the lack of competition, and to-day 
all they do is to send goods to the station, where they are taken care of, and 
they do not know just how it is done. 

The CuarrmMan (Hon. Mr. Beaubien): And they are quite satisfied. 


Hon. Mr. Cauper: Apparently it was the merchants who asked for that 
pooling, and not the railways. 


The CuHatrmMAN (Hon. Mr. Beaubien): The Government installed that 
system, and it has progressed under them. 

The Wirness: Yes; and labour, I understand, was very satisfied with 
the results. 

Hon. Mr. Carper: We had two delegations yesterday representing labour. 
They took issue with the statement made by Sir Edward Beatty with regard to 
taking care of the labour situation. Are you not going into that, Colonel Biggar? 
They gave figures yesterday that disagree entirely with the figures Sir Edward 
Beatty gave earlier. 

Mr. Biccar: I do not know whether Sir Edward intended to do that, or 
whether it was to have been presented by Mr. Coleman. 


The Witness: I can give the source of the record of which I gave the 
committee an outline on my first submission, if you like to have it now. It is 
an extract from our staff records taken right from the records. It shows 
the resultant figures I gave you, and how they came about. It cannot be 
wrong, for, as I have said, it is an extract from our staff records. It shows 
the number of resignations, the total voluntary withdrawals, those that are 
pensioned, those that retired without pension, those that are deceased, those 
that were dismissed, and the total separations. For the year in all classes in~ 
1937 the percentage turnover or attrition was 6-2 per cent; in 1936, 4-6 per | 
cent. This, I think, makes an average of 4:8 or -5 for the two years. 


By Mr. Biggar: 

Q. Does that give the separation from the service by classes of employees? | 
—A. Yes, by classes of employees. 
Q. That might be a help to us. We can make that part of our proceed-’ 


ings.—A. Yes, I shall be glad to file this statement. 
{Sir Edward Beatty, G.B.E.] 


Grek | RAILWAY CONDITIONS 1405 


By Right Hon. Mr. Meighen: 
d Q. Is your average not wrong, Sir Edward?—A. The average for the first 
year, that is 1937, was 6-2, and for the second year, 1936, 4-6. 
SS Q. It would be more than 4-8?—A. It probably would be because the 
_ withdrawals in 1937 were greater than in 1936. 
__, Mr. Biecar: Yes, it would make 5, something. 


By the Chairman (Hon. Mr. Beaubien): 


Q. Did you not say, Sir Edward, in one of your speeches that according 
to the statistics in the United States there was about the same proportion 
of men who for natural reasons left the employment of the companies ?— 
A. Yes. Mr. Eastman’s report, or the department which reported to him, 
finds the average to be around 5 per cent. 

Q. Is not that the same proportion in Great Britain too?—A. I am not 
familiar with the British figures. 


By Hon. Mr. Horsey: 


: Q. Are the proportions somewhat the same between the different classes 
4 of labour?—A. There is quite a difference. 


By Hon. Mr. Murdock: 
Q. It is also said, Sir Edward, that Canadian railways’ employees are 
40 per cent greater than on United States railways.—A. Per unit of revenue. 
Q. Don’t you think there could not be anything in the world more untrue 
having regard to the actual facts than a statement of that kind?—A. No. I 
quoted you the authority for it when I was here before. 
Q. Will you pardon me if I quote them?—A. Yes. 
Q. It is suggested that because a statistical comparison of railway 
employees per $1,000,000 revenues shows Canadian railways to be 40 per 
cent in excess of United States railways, that therefore Canadian railways 
labour is inefficient. 


Canadian Class 1 
Year 1936 railways US. roads 
Gross revenues... .. . .. .: $334,765,557  $4,051,196,452 
Average number. of employees. . uh aie 123,818 1,065,624 
Number of os per a 000, 000 
revenue.. .. . a 370 263 


a Canadian railways are 40 per cent greater than United States railroads. Is 
_ not the true explanation simply that the United States roads have a greater 
_ amount of traffic per mile of line? 


Canadian Class 1 
Year 1936 railways US. roads 
Gross revenues.. .. Bee, Shee. 0004, (68,557 $4,051, 196452 
Miles of road operated. . ome Ae 43 687 236,226 
Average revenues per mile of road. . ats $7,662 $17,149 


_ Canadian railways are 55 per cent less than United States railroads. 

4 Hon. Mr. Hare: I cannot follow what you are trying to prove. 

Hon. Mr. Mtrvocx: I don’t think you will after I get through. 

Hon. Mr. Hate: Perhaps not. 

; Hon. Mr. Murpocx: It has been truly said that there are none so blind 
as those that won’t see. 

Hon. Mr. Hate: I thank you very much for the compliment. Please go 
4 ahead. 

_ - Hon. Mr. Murpocx: Don’t mention it. 


f, 
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Here is a comparison of employees per mile of road operated. 
Hon. Mr. Hate: What is the honourable gentleman trying to tell the other 
members of the committee? 

- Hon. Mr. Mvurvock: I am trying to show that the statement that there 
are more workers per unit of operation in Canada than in the United States 
was just pure and simple nonsense and a gross reflection upon Canadian 
railroad men. The revenue of the United States railway was $4,051,000,000 
odd while in Canada it was only $334,000,000 odd. It was argued that it took 
so many more employees to make $1,000,000 revenue in Canada than in the 
United States. 

The Cuarrman (Hon. Mr. Beaubien): Will you give us the per mile of 
revenue? 

Hon. Mr. Murpocx: The average revenue per mile in Canada was $7,662, 
as against that in the United States of $17,149. 

Let us make a comparison of employees per mile of road operated: 


Canadian Class 1 
Year 1936 railways US. roads 
Average number of employees.. .. .-. 123,818 1,065 624 
Miles ‘of road OPELATECGH A rem ae ely wane ae 43,687 236,226. 
Average number of employees per mile 
of Toad Operaked vinci cream auneare 2°83 4-51 


Canadian railways are thus 37 per cent less than United States railroads. That 
is what I wanted to get on the record. 
Hon. Mr. Hate: Per mile? 

Hon. Mr. Murvock: Yes. 

Hon. Mr. Catper: Is anybody objecting to those facts, Senator Murdock? 

Hon. Mr. Murpocx: No; only we had these inaccurate statements that 
in Canada the railroads employ over 40 per cent more workers than do the 
Class 1 railroads in the United States. My friend the chairman made that 
statement in his first speech on this subject in the Senate. I questioned it 
then because to me it is absurd. 

The Witness: It is true. 

The CuatrMan (Hon. Mr. Beaubien): Will you give me the figures? 

Hon. Mr. Murpocx: I will give you a copy. 
_.° Hon. Mr. Cauper: I suppose in Great Britain on account of their conditions 
. the situation in that respect would be even more exaggerated. ; 

Hon. Mr. Murpocx: I do not doubt it. The point I am making is that, as 
I have said, it is a reflection on Canadian railway employees, and is totally mis- 
understood. 

The CuatrMan (Hon. Mr. Beaubien): Senator Murdock, from your first 
calculation, it seems to me that to earn $1,000,000 in Canada you have 3-7 
_employees; and for the same earning in the United States you have 2-63 per 
cent. This means you have one- -third more employees per $1,000,000 produced 
by the railways in Canada than in the United States. 

Hon. Mr. Murpocx: What a reflection on our Canadian railroad men? 

The Wirness: That is no reflection on your people. 

Hon. Mr. Murpockx: But what nonsense to place that responsibility upoe 
the workers. 

The Witness: We are not. There was nothing further from my mind. 

The Cuatrman (Hon. Mr. Beaubien): It could not be a responsibility of 
the workers. It is the responsibility of the company that engages the workers. 

[Sir Edward Beatty, G.B.E.] 
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ut it shows one thing very clearly, that in Canada to do the same job you have 
three men to the United States’ two. 


The Witness: No. 
The Cuarrman (Hon. Mr. Beaubien): By revenue. 
‘Hon. Mr. Carper: Let a railway man explain it. 


~The Wirnuss: The statement which Senator Murdock quoted is quite 
correct. He says it is a reflection on our workers, but I cannot read anything 


; in the conditions in the two countries. Yes, probably it can. But the fact 
' remains that on a revenue basis, that is, on an earnings basis, there are 40 per 
cent more workers on Canadian railways than on United States railways. That 


4 
: 
| 


is all. — ; 
Hon. Mr. Cautprr: And it may be necessary. 
_. The Wrrnuss: It probably is necessary. I should be very sorry, Senator 
_ Murdock, if you draw the inference that that was some kind of a reflection on 
labour, because that was the last thing in my mind. 


i 
_ of that kind into it at all. He also says it can be explained by the difference 
] 


By Hon. Mr. Murdock: 


4 Q. Sir Edward, in that paragraph, of which I read only one sentence, I 
' should like to know of any railroad employee anywhere on this continent who 
would read it without regarding it as being a reflection on Canadian railroad 
men? And I am talking with some knowledge of the matter—A. I know you 
- are; but I cannot read that into it. It certainly was not intended to reflect on 
' anyone. It is just the fact that we have 40 per cent more employees per million 
' dollars of revenue than have the United States roads. 

. Q. And you were putting $334,000,000 as against $4,051,000,000?—A. Cer- 
® tainly. — 

% Q. And holding it up in a way as the employees’ fault, as chargeable to the 
~ employees?—-A. No such thing at all. 

a Hon. Mr. Haire: It does not say so at all, and never was intended to say so. 
' After all the abuse of myself, he has to come back and admit the correctness of 
_ Sir Edward Beatty’s statement that there are 40 per cent more persons employed 
' In Canada on the railroads than there are in the United States to earn the same 
' money. There is a reason for that: the territory is wide and there is not the 
_ same chance to earn revenue as there is in the United States. 

Hon. Mr. Murvocx: I am correcting that statement because it is unquali- 
' fiedly untrue. 

q Hon. Mr. Haig: We will see about that. You are not the only judge—for- 
tunately for me. I admit you are badly prejudiced, but ignorance is no excuse. 

; Hon. Mr. Murpocx: The gentleman said there were 40 per cent more men 
on the Canadian railways earning the same amount of money. I think that is 
what the record will show. 


‘The Wirvyess: No, it does not say that. 


By Mr. Biggar: 

3 Q. That document you were good enough to say you would leave with us 
_will be Exhibit No. 97—A. This one about the withdrawals? 

¢ @. Yes.—A. Yes. 

Q. Now, the next question I wanted to mention to you was one that I 
would have put to Mr. Coleman if he had been here. It arises from that passage 
on page 3 of the submission you made this morning with regard to the possible 
saving of $75,000,000 in normal times. At the suggestion of one of the members 
of the committee I asked Mr. Flintoft, during the recess, if the extent to which 
that was affected by what had happened in the last six years could be calculated 
item for item. I understand that it cannot.—A. I do not think it could be done 
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in any short period of time, Colonel Biggar. I do not say it is impossible to do it, 
but I think that for your purposes Mr. Flintoft’s answer was probably the 
correct one. 

Q. I see. Now, the next point is with regard to the remark on page 6 
that:— 


It was argued—and without qualifications—that $35,000,000 or 
$24,000,000 per annum could be saved. 


I think that, in one respect, is inexact. J think it is quite true with regard to the 
$35,000,000 estimate, which is Exhibit 41, at page 300; but I find that it may 
not be exactly accurate with regard to Exhibit 44. I have been asked to call 
attention to that, and I can only do it while you are here. That is the distress 
budget we were speaking about this morning, and that budget gives a possibility 
of a large amount of savings—$10,000,000 by reason of an additional wage cut 
of 10 per cent; $10,000,000 by reason of rate increases, average 5 per cent; 
another $11,000,000, by an estimated increase of 10 per cent in the traffic 
volume by 1936, and an additional $18,000,000 by a 20 per cent increase in 
traffic volume. Then the last item of that series is, “C.N.R.’s proportion 
(assumed 50 per cent) in co-operative measures, $12,000,000.” Then the remarks 
which immediately follow are these: — 


These, and the previous figures relating to extraordinary measures, 
are to a very considerable extent hypothetical. They are based upon an 
extensive rearrangement of the organization, difficult of accomplishment, 
and upon a change in purchasing policy which ignores sectional and 
industrial interests in Canada as well as curtailment of services and 


abandonment of lines which, while not pushed to the extreme, nevertheless — 


would bear heavily upon the more thinly settled parts of the country, 


and as regards wage changes, upon the willingness of organized labour — 


to accept reductions without strenuous opposition. The program contem- 


plates for instance, among other things, the removal of the regional — 
headquarters from Toronto and Moncton, the partial or complete closing — 


of shops at Winnipeg, Moncton, Toronto, Stratford, Quebec, London, and 
other points, and the use of Canadian coal and other materials only where 


they could compete on a price basis with foreign goods. This latter — 


provision would mean, for instance, that no rails would be purchased in | 
Canada and that coal purchases in Canada would be drastically curtailed, 


both in the east and west. As regards wages, negotiations are at this ] 
moment in progress for a 10 per cent reduction applicable to such ~ 


employees as have not as yet accepted it. These negotiations relate to a 


temporary reduction for one year only. What might happen in the event : 
of making the reduction permanent or of making a further cut of 10 per — 


cent is very problematical. 


Not only are these figures hypothetical, but they are likewise not 
completely realizable in an additive sense. The items so interlock with — 
each other, and the railway itself is such a large factor in the national — 
economy that there is a tendency for the savings to become elusive. © 
Nevertheless the figures are comparable with the expected results of any — 
program aimed at achieving very substantial reductions in railway — 
expenses in this country, for it is a fair criticism to make that theoretical © 
economies predicated upon drastic changes are seldom if ever realizable 


to the full. 
Right Hon. Mr. Mricuen: That is Mr. Fairweather. 


Mr. Biccar: That is Mr. Fairweather, and relates to his evidence with — 
regard to this estimate at page 195, and again, with regard to this and other — 
estimates, at page 206 of the Proceedings. Mr. Rand called my attention tou 


that passage, and while we are on that point I may say that this is the on 
[Sir Hawird Beatty, G.B.E.] 
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exhibit of any significance that has not been printed in the committee’s Proceed- 
ings. It runs to about 30 pages of typewriting. I do not know whether the 
- committee would like to have it printed in view of the importance recently 
attached to it. 

4 Right Hon. Mr. Mercuen: I do not think so. 

Mr. Biccar: No. 


ne i as fe 
abe 


a Le By Mr, Biggar: 

a Q. Now, Sir Edward, there is a passage at the bottom of page 10 of your 
: submission of this morning:— 

q It has been admitted that the present railway situation produces 


losses to the public treasury which are of an alarming nature. 


Now, in order to remove any misconceptions on the point, there is no doubt 
that the losses to the public treasury, according to the present set-up, are 


eee 


a 


~ $50,000,000 a year, practically, are they not?—A. The interest is $50,000,000 
"a year according to the present set-up, and the losses would be the difference 
_ between that and the amount of operating revenues which may be applied to 


the reduction of it. 

1 Q. They were about $8,000,000 last year?—A. Eight or nine million 
dollars. 

Q. And as I understand the situation, this suggestion for unification is really 
independent altogether of losses. It would be just as effective if the Canadian 
National were paying all its fixed charges, and something in addition—A. It 
- would be more effective. It would pay more money. 

Q. Suppose the division was 50 per cent to revenue, on the figures your 
officers have given the range would be somewhere between $35,000,000 and 
- $40,000,000?—A. Yes. 

4 Q@. And it really means that the problem is whether that amount or some- 
thing like it is capable of being applied in relief of taxes?—A. Yes. 

>  Q. Quite independently of whether the Canadian National loses money or 
“makes it?—A. There is only this distinction in the two cases. If the Canadian 
“National were earning all the money required to pay the interest on its securities 
in the hands of the public, let us say, roughly, $50,000,000, and the Canadian 
Pacific were earning enough to pay reasonable dividends, there would be a very 
preat saving, because that would indicate the extent of the business they were 
doing, and the greater the business the greater the saving. 

 Q. So, on that footing, going back to 1928, the figure would be substantially 
“increased over the figure calculated from 1930?—A. Oh, yes. 

> Q. Just as it is decreased when calculated on 1937 as compared with 
/1930?—A. Yes. 

>  Q. Now, can you add something to the proposal that is contained with 
“regard to the examination of the situation by engineers? A reference was made 
to that in the discussion this morning, but you did not get an opportunity to 
“make any remarks on it.—A. It is on the last page, No. 12. I felt that that 
would help the situation in this way. The committee has been very patient. 
You have sat here day after day for weeks and listened to a great deal of 
technical evidence from men who take different views of the estimates and 
eir accuracy. I felt that if you had an entirely new approach to the problem 
the factual side, by thoroughly trained experts, they could give a report to 
e Government which would either convince the Government that there were 
or were not substantial savings; and from what Senator Dandurand said on 
More than one occasion, and quite properly, that is a factor which must be 
en into consideration when the .advisability of a transaction of this kind is 
2 considered. I realize that if negotiations were entered into, they would 
be complicated and difficult, and there would be views to harmonize, which 
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would take considerable time; a I felt that if you had a paclecrountl of 
independent figures from independent experts the negotiations would be greatly 
facilitated, to say the least, and we would have a lot of information on the 
subject which probably could not be successfully attacked by either railway. 

Q. I have appreciated, I fancy, as fully as anybody here the difficulty of 
following these technceal problems with regard to matters relating to railway 
operation, of which I know nothing. But would it be possible in your opinion 
to employ a firm of engineers who would be completely free from any preposses- 
sions?—A. Oh, yes, there are firms. Of course they are American firms, but 
they have in them Canadians who have done this very same kind of work in 
connection with American railroads, and are capable of producing very com- 
petent reports. 

Q. And are there firms which, if selected by the Government, you would be 
quite satisfied to rely upon?—-A. Yes. As a matter of fact, I think if a selection 
were made it should be made by the Government. and ourselves, so there would 
be no question of any influence. 

Q. You do not think there would be any ie culty 3 in reaching an agr eement — 
between you and the Government?—A. No. 

Q. On the question of a competent firm?—A. No. 

@. Whose report could be relied upon by both of you?—A. I do not think 
there would be any difficulty, because the firms have an international reputation. 


By Hon. Mr. Calder: 


Q. And that firm would make a report only of facts, and no recommenda- 
tions?-A. They could report on facts. They would have to develop the facts © 
first, but from those facts they could draw certain deductions and the Govern- | 
ment could weigh their importance. : 


By Hon. Mr. Dandurand: 


Q. I could quite understand that on certain lines an accounting firm could | 
proceed and indicate what would be the advantages or benefits to be obtained, — 
but I am wondering if there is not a large field which is based upon different § 
conditions affecting the whole physiognomy of the railway system which would — 
have to be indicated to these accountants before they could give an estimate 
of what the savings would be-——A. These men would be engineers. They would 
make a complete inspection of the physical properties of both railways as well” 
as go through their accounting practices and would reconcile and adjust their 
accounting fioures. But not the least important part of their work would be: 
the physical examination of the properties. 


By Hon. Mr. Calder: 


Q. Have they had such experience?—A. Yes. Railroading is railroading 
all over the world, and being familiar with the American situation they would 
not meet many surprises over here. 


By Hon. Mr. Dandurand: 


Q. Is it in your mind that they would make recommendations as to cert | 
economies which could be made by altering the routing of railways and so 
forth?—A. Certainly. I woould think so. I would think that would fall within” 
the purview of their instructions, Senator, and I do not know why they should 
not do it. They could certainly go a long distance. They would have, of 
course, to sit in with the officers of the two railway companies all the ie | 


through. They would have to get not only their data but the knowledge tha 
these men possess as to local conditions. It might take six or nine monthay 
because it is a large piece of work. bi 


[Sir Edward Beatty, G.B.E.] 
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Cy Hon “Mr. ‘Calder: 


¥ 0. Our difficulty” here is that we get two sets of evidence and they do 
ot jibe. The purpose of a body of engineers like that would be to get these 
~ officers together and thrash this evidence out, which we cannot do in this 
¥ Committee. oA’ There will be a great many facts which would be agreed upon. 


By Hon. Mr. Hugessen: 


Q. That would be their principal function, to try to reconcile the two sets 
of statements which have been made to us—A. Or a new set of statements. 


Mr. Biccar: I have no other questions. 


ea: By Hon. Mr. Dandurand: 

a Q. You will remember, Sir Edward, that there was such an expert selected 
Shy the Duff Commission, Mr. George H. Parker, an accounting solicitor, a 
B United States railway expert, of Washington, who was engaged to harmonize if 
- possible, the revenues and expenditures of the two railways, for the Duff Com- 
_ mission. He called himself a railway analyst. You have no idea of the work 

4 he did?—A. I have not personally, Senator. I did not know anything about Mr. 
_ Parker. I know he was added to the staff of the Royal Commission. I never 
heard of him before or after. 

a Q. I understand that a $15,000 fee was paid to him, and his name does 

even appear in the report ‘of the Commission. 


Right Hon. Mr. Mricumn: It must appear in the financial report. 


Mr. Biacar: I understand that Mr. Parker was a lawyer and an accountant, 
not an engineer. 


4 By Hon. Mr. Dandurand: 


a Q. Your idea, Sir Edward, would be to give a mandate to a firm of 
accountants to go into the whole problem that we have studied here the last 
-month?—A. Yes sir, that is the factual part of it—engineers and accountants, 
_ Senator; you know, ‘they cannot overlook the physical side of this, because that 
is important. 


By Hon. Mr. Calder: 


Q. There is one point I should like to have cleared up a little more. 
y hen Sir Edward was here before I got the impression, after he had completed 
his evidence, that if unification took place there could be no unscrambling, 

that unification would be permanent. But this morning, on a question from 
m ie, he said there is a possibility of unscrambling. Now, let me put the situation. 
Suppose there is unification and the combined systems reroute their traffic 
use common terminals, have all their telegraph work done over one telegraph 
Ee stem, and the express companies are united, advertising is all done in common, 

nd so on— 


Hon. Mr. Danpuranp: And they lift one thousand miles of rail, say. 

___ Hon. Mr. Cauper: I think we can forget the suggested abandonment of 
5,000 miles of rail. 

Hon. Mr. Danpuranp: 1,000. 

Hon. Mr. Caper: Yes, 1,000. 

a _ The Wirness: That is agreed on now. 


By Hon. Mr. Calder: 


- Q. My own view is that, from the evidence so far, there will not be much 
donment. There will be rerouting, which will leave probably in the 
hbourhood of 3,000 miles to be used as service line with something like 

i-weekly service and that sort of thing. Well, just picture what will take 
in a period of, say seven years, under unification. All the telegraph lines 
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will be thrown together; all the traffic will be routed on the heavy lines, the better 

lines, of both systems; many joint operations will be carried on in the shop _ 
work, and ticket offices wherever possible will be united. Now, do you still think, 
under these circumstances, that if that process is carried on for, say fifteen 


years, there would be a possibility of unscrambling? And if it is possible, it 


will necessarily mean that where facilities are used for this common purpose 
they will have to be continued to be used, under agreement, after the un- 
serambling taks place?—A. If you will recall, Senator, I gave you the same 
answer when you first asked the question as I gave you this morning. I said 
it would be extremely difficult, but not absolutely impossible. Now, probably 
I can give you an idea of how a united company would go about this work. 
When they would be planning their physical changes in order to bring about 
economies they would find places where they would have a joint terminal, say. 
They would establish that joint terminal and they would decide whether that 
joint terminal would continue, if they were divorced later. They would 
decide to depreciate the standard of maintenance of one line in favour of another — 
line where the service could be given more cheaply. If they decided when 
they were divorced again, unscrambled, to restore that line, they would have 
to put up a rehabilitation account and charge it over the intervening years 
so that they would have the money necessary to turn that back in the condi- 
tion in which it was when they first got it. That is an extremely difficult — 
thing to anticipate. I do not think that anybody, even the best railway expert — 


in the world, could sit down and tell you gentlemen what would remain un- | © 


scrambled or what would be divorced. But I do know that the extent of the 
economies would be very materially reduced if a large section of the combined 
systems was decided to be delivered back to the original owners, because you 
would have to get ready for it. 

@. As I see it, your difficulty in connection with unscrambling would be 
mainly in connection with your offices and terminals and shops. In so far as 
the railways are concerned, they would stay there—A. They might have to be 
changed, because there would be some abandonments. They would be restored if 
it was in the interest of the public and the railway that they should be, and 
they could only be restored out of joint earnings. 

Q. Your idea is that there should be a rehabilitation fund set up?— 
A. That is the only way to do it. I am not in favour of it, because I think it — 
would be a silly thing to plan for unscrambling. I believe if you made up your 
minds that unification was the way out of the present difficulties we should go 
about it as a national policy. And then if we developed something later which 
-we thought was more feasible, we should go into that. 


By Hon. Mr. Buchanan: 
Q. You said this morning you did not think there would be any demand 
for unscrambling—A. No, I do not think there would be. I think if the work 
-was done properly and the service was given in a high state of efficiency, the — 
people of the country would be very glad to have unification perpetuated. a 


By the Chairman (Right Hon. Mr. Graham): 

Q. On one occasion a prominent solicitor, who was head of the legal depart- 
ment of the Canadian National Railways, bain Yes, Mr. Ruel. 

Q. —appeared before a Committee——A. This Committee, in 1933. 

@. —and he outlined a scheme for unscrambling. That question was put, 
if you remember?—A. Yes. 

Q. And if I remember, he rather wound up with the idea that you have — 
expressed now, that while there might be legislation to provide for unscrambling, — 
it would be almost impossible to do, and if anything had been gained by unifica- — 


tion it would be lost in that unscrambling?—A. It would be in the limited time 
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_ which Mr. Ruel gave, which was ten years. You would not be finished in five 
years, and then you would have to start to prepare for the unscrambling 
Q. I am rather of the view that if the country and the railway went to 
all this trouble and expense of setting up a new plan of operation it would 
never be unscrambled satisfactorily. Of course, that is only my view. 

Hon. Mr. McRagz: I think, Mr. Chairman, it is a case of no divorce. 


Hon. Mr. Danpuranp: Here is the opinion of Mr. Hungerford, as he 
expressed it the other day. I am reading from page 1053 of the proceedings :— 


In the absence of knowledge of the exact terms of the proposed 
partnership it would be idle to speculate upon this aspect of unification 
although it may be fitting to remark that a partnership between such 
diverse interests as public and private ownership is liable to produce a 
number of unforeseen problems which might conceivably involve the State 
to an extent never contemplated in the original contract. The reason I hold 
this view is that there would tend to be a conflict of interests in a partner- 
ship between the public on the one hand and private interests on the other. 


I draw the attention of Sir Edward Beatty to what Mr. Hungerford said as 
he continued :— 


Public interest is properly and primarily concerned with the use of the 
railway property for purposes of national development and national 
policy ; private interests are primarily concerned with profits and dividends. 
The Joint Board of Directors representing such diverse interests would, 
q in my opinion, quickly get into difficulties and, since the properties could 
not be unscrambled, the State could only break the stalemate which 
) would result either by acquiring the Canadian Pacific property or by 
; making some concession in the form of guarantees or otherwise. The 
q present proposal for unification has neither the merits of public or of 
: private ownership and, in my opinion, is impractical and would conceiv- 
‘ ably lead to serious involvement of.the State. 


I read this because I foresee this difficulty with a board composed of repre- 
sentatives of private interests and of the public. If matters did not turn out well 
and the railways felt the pinch, if their returns declined, I fear that the repre- 
sentatives of private interests on the board would make a great effort to bring 
_ about drastic reforms which those members of the board who represented the 
public would consider to be against the public interest and contrary to what 
was necessary for proper service. If a clash developed there, the representatives 
of the formerly State-owned railway would report to the Government, and the 
representatives of private interests would probably complain that they suffered 
- through lack of co-operation from the other side. Then, if because of the 
' Government’s intervention the board decided upon a policy in the public interest 
- but detrimental to the shareholders, the State would probably have to give 
some compensation. I quite realize there would be opportunity in such a board 
for a divergence of opinion, which would lead to a condition such as was 
described by Sir Joseph Flavelle as being intolerable, and the people would 
finally say, “ Well, we must break this combination.” But that would be a 
difficult thing to do, since it would be impossible to unscramble the roads. I 

am emphasizing an argument I made this morning that there would be danger 
of our moving towards State ownership if representatives of private interests sat 
on a board with representatives of the public. 
a The Wirness: Well, Senator, I of course agree with something of what you 
have said. You should never move towards State ownership if you can avoid 
_ it. But my view of that situation is not nearly as serious as the one you face. 
- I don’t believe these ten or fifteen or eighteen directors are ever going to be 
actuated by different motives once they start to operate these unified properties. 
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Don’t forget, they are an operating board only. They are not the representatives 
of the owners of the property in that sense. They ‘are the directors of an inde- 
pendent company, with whom a contract for operation of both systems is made, 
signed by the Canadian Pacific on the one hand and the Government of Canada 
on the other. I do not believe you are going to have that split in interest or in 
objective; but if the Government of Canada in a serious situation said, “We, 


in the national interest, propose that certain things should be done by you as | 


the operating entity,” I imagine then the Government of Canada would also say, 
“We will make adequate compensation if our proposal is against your judgment 
so far as your earnings are concerned.” 


By Hon. Mr. Calder: 


Q. From that I understand the C.P.R. representatives appointed to that 
board, once they are appointed, would in a sense, and I think in a proper sense, 
cease to be C.P.R. officials; they would be operators of the joint mileage?— 
A. Absolutely. 

Q. They are not there to represent particularly the C.P.R.?A. No; they 
are there to protect the earnings of the united company. 

Q. Yes.—A. And presumably they would get their share in these earnings, 
and the Government would get their share. So their interest would be abso- 
lutely identical. 


By Hon. Mr. Murdock: 

Q. Would they not be there to protect the interests of the preference share- 
holders of the Canadian Pacific?—A. We have to take our chance of what those 
earnings will give us. 

Q. I understand you are not prepared to divulge the details of what you are 
going to do in that connection?—-A. No, because I have not any idea what the 
final agreement between the Government and ourselves would be. 

Q. I am looking at your report for 1937, and I find that 26,051 of your pre- 
sent shareholders live in the United Kingdom or other British countries, and they 
hold 95-9 per cent of the preference stock. If the very worst happened under 
unification, and there was not sufficient revenue to meet the agreed claims under 
unification of those preference shareholders, would we find on Canada’s 
shouders 26,051 additional pensioners?—-A. No. You have not get them to-day. 

Q. I understood you to imply that the agreement would contemplate a cer- 
tain amount of definite revenue to the preference shareholders?—A. Senator, 
I have implied no agreement of any kind in favour of any set of shareholders. 

. Q. Then the prefence shareholders of the C.P.R. would take pot luck with 
- the rest of the taxpayers of Canada?—A. They would. They would take their 
chances whether earnings would be enough to cover their interest. 

Q. They would have to agree to that?—A. Yes. 


By Hon. Mr. Dandurand: 


Q. They would have to agree upon a division of profits to start with before 
_the second division of profits takes place on economies effected?—A. Certainly. 


Q. I suggest that it would be quite a difficult matter to bring about a division — 


of profits on the first operations of the railways as they were. 
Hon. Mr. Gorpon: They will be long negotiations. 
By Hon. Mr. Dandurand: 


@. We were told two weeks ago that the average profits would be based on a 
ten-year period—A. On prior earnings, I said. You asked me how many 


: 
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: 


years, and I said I did not know, that that would be a matter between the Goy- % 


ernment and the company. 
[Sir Edward Beatty, G.B.E.] 


RAILWAY CONDITIONS 1415 


By Hon. Mr. Calder: 

Q. Sir Edward, you have certain bonds outstanding?—A. Yes. 

Q. Upon which you have always paid interest. Suppose things go to the 
devil and you don’t earn the interest even, you default on it; what are the rights 
of the bondholders?—A. They become the shareholders of the company auto- 
matically. 

Q. And then those who are appointed by the C.P.R. on this new board would 
be their directors, or they could appoint others?—A. Yes. 


By Hon. Mr. Dandurand: 


Q. The present shareholders would lose their right to Ltn In the 
interval until the default is made good. 


By Hon. Mr. Robinson: 


Q. I think I understood you, Sir Edward, to say that unification would be 
only a success under private management?—A. Yes, sir. 

Q. And that under public management it might fall down. Suppose we have 
_ unification, and it starts out with all the advantages of private management. 
With the trend of public opinion in a country like ours towards public owner- 
ship, I think before many years it would inevitably result in public ownership 
of the railways, because you will have to borrow money for improvements, this 
will go on from time to time until they are joint securities, which will mean 
that they are really being backed by the Dominion of Canada. 


Hon. Mr. Catprer: The same way with the textile or any other industry. 


By Hon. Mr. Robinson: 


: Q. We are developing a new set of people with a new set of ideas. Our 
: politicans are going to develop the idea and will say, “We are running this show 
_ anyway, we are backing all the bonds. It is pretty near time we had public 
ownership, the same as we have with the Bank of Canada.” I think that will be 
_ the inevitable result. Then, according to you, we won’t have any savings. 

‘ Hon. Mr. Horsry: May I revert for a minute to the labour question? 

2 Right Hon. Mr. Mricguen: Before you do that, Senator, will you allow me 
to put a question? 

- Hon. Mr. Horssy: All right. 


3 By Right Hon. Mr. Meighen: 

a Q. What Senator Robinson has in mind has troubled me really more than 
any other point. That is to say, as to the degree to which the providing of addi- 
% tional capital investment and the possible obligations of the Government with 
- respect thereto would bring about a situation where the public feeling that the 
_ Dominion’s credit was supporting the system, a movement would grow to take 
_ it over and make it a purely government institution—something akin to the 
; movement which has resulted at last in a Bank of Canada. 

q 


Hon. Mr. Rosinson: Yes. 


‘ By Right Hon. Mr. Meighen: 
2 Q. But is not this likely to be the situation? Your joint board of directors 
& of an operating company will have no duties at all save the management of the 
iM joint system, and it is management purely from the business standpoint. They 
will be in exactly the same position as the board of directors of the Canadian 
Pacific now are with respect to their property, giving the best service because in 
: x that way you get the best results; in fact compelled to give service by the Rail- 
way Commission. But if the Government of the day, under public pressure, 
+ feels that there is some more service to be given by this system, something more 
than the board of directors, acting as business men, feel the system itself should 
6964144 
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give or can give from a purely business standpoint, then it is for the Government — 
to make such a bargain with that board as is akin to subsidizing that service 
and showing it in the public accounts. A joint board, with the compulsion of 
answering as trustees for the owners of that road, including the C.P.R. share- 
holders and bondholders, cannot possibly diverge from the line they are told 
to follow to manage this joint system.—A. Not to assume risks. 

Q. Not to assume risks. In view of the fact that railway business in the 
general transport field has been and probably is going to be a diminishing factor, 
because of the more rapid growth of other means of transport, new capital invest- 
ments from a purely business standpoint should be very, very few, and the 
money quite readily obtainable by the system itself?—A. I think so. I think 
that is a logical view you have taken, Senator Meighen. I think that would be 
the result. Whenever the Government says, “Because of national reasons, public | 
interest, we demand a certain expansion of this system and a certain change,” 
it must be prepared to provide money for that change without loading down the 
operating company with it. 

Q. And thus keeping it out of the public accounts?—A. Yes. 


By Hon. Mr. Robinson: 

Q. Political views and public policies are changing and there is, I think, a 
socialistic tendency along that line. Of course, I do admit that if it comes to 
that stage it will be a bad thing for the C.P.R., for I think they will have to be 
bought out. 


i 
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By Hon. Mr. Buchanan: 

Q. Sir Edward, would there not be a likelihood on a change of govern- — 
ment of a change in its representatives on the board of directors?—A. No. — 
The agreement in the statute would provide for that. There would be no © 
change. You would have to do this by contract, and it could not be changed ~ 
ence it was confirmed by statute. The Canadian Pacific charter is a good © 
example of what I mean. It has been changed from time to time, but always — 
by agreement. There would have to be a contract between these two com- — 
panies. That contract would be confirmed by parliament and provide for — 
an organization and how it should be perpetuated, and that should not be © 
subject to change. If you are going to have five-year periods in this thing as ~ 
you have had very often in the administration of the Canadian National— ~ 
Q. That is what I have in mind.—A. —then of course it is a very serious — 
detriment. As I see it, Senator, you have to get independence of administra- — 
tion, you have to reduce to a minimum the possibility of political inter- — 
ference, in order to make this thing a success. That is the only way in which © 
I can suggest it can be reduced to that level. a 
I beg your pardon, Senator Horsey. 


By Hon. Mr. Horsey: 3 

Q. Just one question, referring to the labour situation. In your sub- — 
mission you stated that retirements, deaths, and so on, would absorb over a | 
series of five or six years the men who would be thrown out of employment — 
by unification. Mr. Mosher in giving his evidence last night said that under 
such a system there would ‘be no chance for promotion—A. Oh, no. I think © 
one of the greatest fallacies, Senator, that has been introduced into this dis- — 
cussion is the fact that both sets of labour leaders have claimed that if this _ 
unification takes place, and these men withdraw and are not replaced, so _ 
that we operate more cheaply because we have fewer men, that that will 
reduce opportunity for employment in the future. You know, Senator, I 
cannot conceive of a more unwarranted basis for a public transportation — 
policy than that, because if that had been true, then why were parts of : 
the Canadian National merged to form the present system? Of course, you ® | 
(Sir Edward Beatty, G.B.E.] ‘f 
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nc provide a eaten whereby exactly the same number of people will 

be employed, because it would be wneconomical. 

 Q. I think it was pointed out that during the five or six years it would 

be difficult to make an adjustment, that promotions could not be made, and 

you would not be taking on any new employees, and consequently you would 

hot have men familiar with the work and you might have to import men— 

A. No. For the first five years, of course, there would be such an adjust- 
ment; but once you got down to the minimum number of men required to 

; ~ operate the railway you would go on just as you are doing now, you would 

\ : Be los just as many men as vacancies occurred, but you would have fewer 

' men in the aggregate. 

a By Hen. Mr. Murdock: 

¥ Q. I think that in their presentation before us yesterday labour argued 
_ that even in the small amount of pooling that had been put into effect there 
were 145 employees— 

Hon. Mr. Hata: One hundred and REE slut 


: By Hon. Mr. Murdock: 

a Q. —137 employees who had been put out of jobs, some of whom, I 
q understood, were on relief—A. That is true. There were none of the provi- 

_ sions in the pooling arrangements or the other co-operative arrangements 
- that are in the plan outlined here. The reason why we have taken pains to 
say that we would have a plan is because we would not want that to happen. 
~~ Q. I can remember my good friend Senator Meighen, who was then leading 
in the Senate, co-operating splendidly in putting into the Canadian National- 
Canadian Pacific Act that which we thought would take care of the dis- 
a D irced labour. 

Right Hon. Mr. MricHen: Was not that as to the proper division? 


The Witness: Yes. That was filed with you yesterday. 


By Hon. Mr. Murdock: 
. Q. And it was expected at the time that aves would be some reason- 
able care taken to not impose undue hardships on labour. But right here 
‘in Ottawa we know what happened on the Canadian National —A. There 
was nothing mandatory in the statute about that as far as I know. 


a By Hon. Mr. Copp: 

—  Q. It could have been done by agreement then?—A. Oh, yes. 

is Right Hon. Mr. MriaHpn: What was to be done by agreement, and after 

_ consultation with Labour, was the apportionment of the remaining positions 

_ between the employees of the two systems. In the Act there was no provision 
for taking care of the aggregate reduction. 

Hon. Mr. Copp: There was no compulsion, but they could have made an 

“agreement. 

_ Right Hon. Mr. MeitcHmn: The same as they could, I presume in the case 

of contractions resulting from the depression. 

| The Cuatrman (Hon. Mr. Beaubien): Are there any more questions to Sir 

Edward? 

Hon. Mr. Danpuranp: I asked Sir Edward if he could be here to-morrow, 

and as he cannot I would like with the authorization of the committee to put 

nim a question. We have been discussing the future savings of the policy to 

be adopted concerning the two railways, but we have before he Railway Com- 

h m nittee to-morrow the Transport Bill, which suggests that the railways be allowed 

yy make agreed charges. I thought that as Sir Edward will not be here to- 
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morrow we could have his opinion as to the importance he attaches to that 
question. 
Right Hon. Mr. MreicHen: Of course I would like to hear him to-morrow. 
The Witness: I have to be in Montreal to-morrow. 


By Right Hon. Mr. Meighen: . 

Q. Would you have agreed charges if you had unification?—A. Here is — 
the story about agreed charges. It is an inspiration which comes from Great 
Britain, as you know. It is an attempt by the Government to provide some 
protection for rail traffic against the unregulated traffic, on the highway in 
particular. I was a little suspicious of its effectiveness when it was first dis- 
cussed, because I felt that it might be another means of competition between 
the two railways, and the Lord knows we have enough of that. But we agreed 
to act in respect of agreed charges through the Canadian Freight Association, 
which acts generally for the two railways. So the element of added competi- 
tive practices disappeared. 

The reason I favour agreed charges—though they are still an experiment 
as far as this country is concerned—is that I believe they will enable the railways 
to have greater freedom in connection with unregulated truck competition. I 
understand that under this Transport Bill the water carriers are, in a measure, 
to be controlled and regulated between Montreal and Fort William—not as to 
bulk freight and certain other exceptions, but generally speaking; and I believe 
it will be a help to the railways to have it. J imagine it is the kind of thing they 
- would ask for whether there is unified management or not, because there is 
nothing in unified management, except the strength of the railways, that affects 
our ability or the lack of it to compete with the highway. 


By Hon. Mr. Calder: . 

Q. There would not be any necessity for it if the Federal Government had ~ 

power to regulate?—A. If they were all under one transport control, I think 

we could take our chances and would know what we were competing with. We 
do not know to-day. 


By Hon. Mr. Sinclair: 
Q. They are under one control in Great Britain?—A. There are two or 
three tribunals. Whether they have the same functions as here, I do not know. 
Hon. Mr. Buack: They have there a central government which controls 
- traffic over all the roads. We have not that in Canada. 


By Hon. Mr. Calder: 

Q. This is the only way you can see of getting any control over the 7 
trucks?—A. It is only giving the railways the right to meet the competition of — 
the trucks. , 

Q. If the provinces had uniform regulations and tariffs——A. I would not ~ 
- be so anxious about it, because I think then we would get the control we need. 


By Right Hon. Mr. Meighen: 
Q. There is no system of agreed charges in the United States?—A. None. 


By Hon. Mr. Hugessen: 


Q. The Interstate Commerce Commission controls the truck traffic between a 
the states?—-A. Yes. They have a Motor Bill in the United States, for control 
and regulation, that is very comprehensive. 4 

The Cuarrman (Hon. Mr. Beaubien): Is there anything further? Thank © 
you, Sir Edward. B.3 
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i Mr. Biccar: Now, Mr. Chairman, I have no further witnesses that I think 
_ the committee need hear. One could go far afield on fishing excursions to find 
out what a lot of people who have studied the railway situation think about it 
but so far we have confined ourselves to people directly concerned in the adminis- 
tration or operation of the railways. Once we go beyond that we are into a 
field which is probably too large to cover. 

Hon. Mr. Danpuranp: Have you examined the correspondence of people 
who have written to the committee offering advice, or who have offered it orally? 


Mr. Biccar: Yes. I have a large number of communications. Some 
of them came to me, some of them came to the leader of the Government, 
some to the Chairman of the committee, and some to the Secretary. I have | 
gone over them and can indicate their character. 
4 
é 


Hon. Mr. Danpuranp: Is there anything constructive in their proposals? 


Mr. Biacar: There are some suggestions with regard to particular lines and 
the elimination of duplicate services, but there is nothing of a kind different from 
what has been dealt with by the railway witnesses. There are a large number of 
resolutions, some of them directed to persuading the committee that the finacial 
situation is such as to necessitate some important change in policy. <A great 
many others are from mass meetings in towns, and meetings of Labour organi- 
zations, saying that no step towards amalgamation or unification or co-operation 
ought to be taken. Those are along the lines of the evidence the committee 
has heard. 


ry Hon. Mr. Danpuranp: And you have some from people residing along 
lines that have been mentioned as capable of abandonment? 

Mr. Bicear: There are a number of protests against the abandonment 
of lines and the reduction of services. The resolutions are from mass meetings 
held in towns on lines which would be affected by abandonment. That is gener- 
ally the character of the whole lot, of which there are probably 50 or 60. 

The CHatrMANn (Right Hon. Mr. Graham): Have we not really touched 
all those points? 

Mr. Biacar: I have been over all the communications, and I think all 
the points that are raised in them have been the subject of discussion. 

t Hon. Mr. Buacx: I think most of the members of the committee have 

received those communications. 

Hon. Mr. Ropinson: How would it do to just list them in the record? 

; Mr. Biccar: It would be quite easy to put in a list of the communications 

~. that have been received. I have made an abstract of them, so I could run over 

- the character of them. I have indicated their character in general terms. 

The Cuamrman (Hon. Mr. Beaubien): How long would it take you to read 
the list and say in two words what is contained in the communications? 

Mr. Biacgar: A quarter of an hour. 

. The Cuarrman (Hon. Mr. Beaubien): In that way it would go into the 

minutes. 

Hon. Mr. McRar: Mr. Chairman, so far in this inquiry we have heard 

_ from the two railways and from labour, but we have not heard from two other 

sections of our citizens who are very much interested, I am sure. One has been 

referred to frequently as “the forgotten taxpayer.” The other is the user of our 

_ railroads, including manufacturers and shippers. If there has been no request 

from either of them I am disappointed, for I would have expected that some 

of the associations representing business interests would have asked to appear. 

The Cuatrman (Hon. Mr. Beaubien): Perhaps they are on the list. _ 

_ _-Mr. Bicear: I think the only communication that comes within the descrip- 

tion Senator McRae has given is one which comes from an organization, the 
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name of which I have forgotten, which is said to include the traffic officers of 
a large’ number of industrial concerns. There are no communications that I 
have seen from Boards of Trade, Chambers of Commerce of the Canadian 
Manufacturers’ Association or anything of that kind. 

Hon. Mr. Cauppr: Or from farmers’ organizations? 

Mr. Biacar: There is one, I think. 

The CHatrMAN (Right Hon. Mr. Graham): I had it in my head that 
certain Chambers of Commerce had written. 

Right Hon. Mr. Mrtcuen: They have petitioned the Government, have 
they not? I know they have done so before, and I presume they would do so 
now, demanding a solution of the problem, which is the usual demand. 

‘Mr. BiacaR: May I first refer, perhaps more elaborately than to the 
others, to a communication from Mr. Allan McAvity, the member of parliament, 
who handed me a communication, and who attended the committee in the hope 
that he would have an opportunity to be heard. 

Hon. Mr. DanpurAND: Before you read the letter from a member of the 
other House, I should like to know if we are to open our investigation to the 
members of that House and to give them an opportunity of coming here to 
express their views on the railway problem. If we do that, we may have quite 
a number of members of the other House coming here and ‘wanting to speak in 
favour of branch lines that are threatened. We should have an interminable 
inquiry. 

Mr. Biccar: I might say that Mr. McAvity’s statement simply relates 
to the direct service of the Canadian National into West Saint: John by means 
of the Valley Railway to Fredericton. And in support of his contention in 
that respect he refers particularly to paragraphs 281 and 283 of Sir Alexander 
Gibb’s report with regard to the harbours, and suggests that export waybills 
on the Canadian National should be optional between Halifax and Saint John. 

Now, I will run very quickly through the communications. If the Com- 
mittee wants to hear anything more about any of them, I have them here. 

Hon. Mr. Srncuarr: Could: you not list them without reading them? 

Mr. Biecar: I can tell you the general character of them, and if you 
want any more information about them I can give it. 

The CHarrMan (Right Hon. Mr. Graham) : I think it is fair to the writers 
to refer to the various communications. - 


Mr. Biacar: 


Mr. H. R. Hosfield, Secretary Treasurer, C.N.R. System Federa- 
tion, No. 11, Western Region, writes from Transcona under date of May 
14th on behalf of the Federation that the Executive Board think unifica- 
tion would be detrimental to Canada as a whole, and repudiate the 
insinuation that the C.N.R. is a liability. He states that the railway 
has done much towards developing the country and has never failed to 
pay its operating expenses. He also contends that the abandonment of 


lines, besides causing unemployment, would be a great hardship to z 


pioneers, and that unification, by cutting off purchases which in the case 


of the C.N.R. are said to amount to 624 millions annually would cause — i 


unemployment. 

Mr. H. P. Coombes, of Vernon, B.C., writes on behalf of the Vernon 
Board of Trade, under date of June 13th, 1938, protesting against the 
proposal to abandon the C.N.:R. line from Armstrong to Campbell Creek, 


56 miles, on the ground that it is the only railway line serving an area, a ' 
«it is operated at a substantial profit, and that there are 10 sawmills, a — | 
gypsum mine, and a box factory employing 70 men, served by or q 


as well as stockmen, lumbermen, etc., who ship 600 cars a year. 
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The Winnipeg and District Trades and Labour Council, under date 
of June 14th, 1938, submit a resolution protesting against any proposal 
to discontinue the C.N.R. transcontinental trains Nos. 1 and 2 between 
Nakina and Winnipeg, as well as against the making of all the other 
economies proposed before the Senate Committee, on the ground that this 
constitutes wholesale sabotage of the publicly-owned railway lines for 
the benefit of foreigners interested in investments. 

Mr. H. A. Nieks, of Sioux Lookout, Ontario, write under date of 
May 31, protesting against any proposal to abandon the line between 
Beaverton and Long Lac and Nakina and Transcona, on the ground that 
these open up new country and serve the people, who would be reduced 
to misery if the lines were closed. He points out particularly that the 
Nakina-Transcona line was built “by that great statesman Sir Wilfrid 
Lurier, and must not be destroyed.” 

Messrs. James McKenzie and P. H. Maloney, writing as chairman 
and secretary of a mass meeting of the citizens of Armstrong, Ontario, 
held on June 2, write under date of June 8, protesting against the abandon- 
ment of any Canadian National tracks. They submit that unification 
is a proposal of a gigantic railway corporation, namely the C.P.R., 
to offer the homes and livelihood of industrial workers as a sacrifice 
to the vested interests of absentee C.P.R. shareholders. They refer 
to the number of people and importance of the industries served by 
the line between Transcona. and Long Lac, of which particulars are 
given, and deny that the normal labour railway turnover would take care 
of employees displaced. 

Mr. Hugh L. MacKinnon, of Winnipeg, submits under date of April 
30, certain considerations against unification, including the grants to the 
C.P.R. and certain other benefits received by that company, these expen- 
ditures being, like those on the Canadian National and on canals and 
harbours, justified as being essential for the opening up of the country. 
He comments on the financial position, refers to the conclusions reached 
by the Duff Commission and the size of the organizations involved, 
concluding with a recommendation in favour of cooperation. 

Mr. Watson Griffin, 196 Jameson Avenue, Toronto, under date of 
June 4, 1938, submits a plan for amalgamation of the C.N. and C.P. 
Railways in a new company into which Canadian Pacific stock-shareholders 


_ should be allotted shares and the Government shares vested in a council 


composed of the general managers of the chartered banks as trustees. 
His view is that if we are to have ultimate amalgamation we should have 
it now. 

Mr. James D. McKenna, President of the Saint John Board of Trade, 
Saint John, N.B., under date of June 2, 1938, submits on behalf of the 
Saint John Board of Trade a memorandum as to the routing of Canadian 
National freight said to be carried to Halifax instead of to Saint John. 
In support of the proposal there are cited the views of Sir Alexander Gibb 
in his report on Canadian ports, made in 1932. 

Mr. Louis G. Scott, 2515 West 4th Avenue, Vancouver, submits under 
date of May 30, 1938, a protest. against the inclusion in any unified rail- 
way system of the Quebec and Lake St. John Railway, and the Great 
Northern Railway of Canada, of which latter he is the former secretary. 
He supports this by contentions relating to the rights of the shareholders 
in the companies from whom rights with respect to these railways were 
acquired by the Canadian Northern Railway and subsequently by the 
Canadian National Railway. 

Mr. R. L. Elliott, 46 William Street South, Lindsay, Ont., makes an 
undated submission with respect to the elimination of duplicating mileage, 
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making specific proposals with respect to 907 miles and dealing with 
crossings between Toronto and Detroit. 

The Canadian Brotherhood of Railway Employees submits a resolu- 
tion, dated May 9, 1988, from Allied Division No. 34, favouring the con- 
tinuance of the separate operation of the C.N. and C.P. Railways, and 
condemning the action of the post office in extending the parcel post 
weight from 15 to 25 pounds. 

Mr. J. 8. Gillies, Braeside, Ont., Gubinite under date of May 23, 1938, 
certain figures indicating that ‘the railway freight rates on lumber in less 
than cargo lots to named points have increased since 1890 by 250 to 300 
per cent, and that to the same named points the carload rates have 
increased from 320 to 420 per cent, notwithstanding that the price of 
lumber is substantially no greater now than in 1908. He states that in 
the significant territory (Braeside, Ont.), the rates on his company’s 
lumber average about 1-8 cents per ton mile against about -6 cents per 
ton mile on lumber from the Pacific coast. He contends that the basis 
of freight rates is illogical, and that rates should be on a mileage basis. 

Mr. L. Cummings, the Lumsden Building, Adelaide and Yonge 
streets, Toronto, writes under date of May 18, 1988, indicating an intimate 
acquaintance from outside with certain local transportation problems, and 
expressing the opinion that “when you live in intimate contact with the 
railways and their operating staff over a period of years it is extremely 
difficult to be patient or considerate in regard to them and their problem. 
They will each argue and debate until the country is sick and tired of 
the sound of their voices and the repetition of the old time-worn phrases. 
But each of them is so hide-bound by tradition, past performance, the 
wonders of their earlier days, the lack, of economic foundation for their 
competitors, and so on far into the night, that it seems absolutely futile 
to waste much time listening any more to them.” He thinks that if the 
railway problem were approached by men with fresh minds many of 
the difficulties would disappear, and suggests that “the piling up of what 
is to the ordinary citizen a staggering load of debt. . .at the rate of 
$1,000,000 a week” results in “the moral breakdown of the populace” 


consequent upon “‘the feeling that if the Government can ignore its losses 


so flippantly” individuals incline to look upon their “financial responsi- 


bilities” without “the old degree of seriousness which we were taught was 


their due.” 

Mr. Arthur Bourgeois, Chaudiére Station (Lévis) Quebec, has written 
several letters on the subject of unification of railway lines and suggesting 
that he ‘can without assistance conduct an efficient investigation in any 
and all departments in the railways.” 


Mr. W. T. Burford, 126 Sparks street, Ottawa, Ontario, Secretrary- | 


Treasurer of the Gatien Federation of ‘Labour, writes noes date of 


May 30, 1938, covering a memorandum addressed to the Committee, which ~ 


has been printed, and of which a copy is understood to have been sent to 
each member of the Committee. 


Mr. H. C. Beatty, Secretary of the Montreal Lumber Association, — 
writes under date of May 20, 1938, submitting a memorandum indicating 
that whereas the average remuneration of 124,012 railway employees in ~ 
Canada as of June 30, 1907, was $417, the average remuneration of 132,781 


employees on December 31, 1936, had risen to $1,387. 


Mr. Frank O’Reilly, 4104 Dorchester street, Westmount, submits — 
under date of May 20, 1938, a memorandum for the solution of the rail- — 
way problem by granting exclusive transportation control to the rail- — 
ways, which should abandon the word “railway” in their respective titles — 


and substitute the word “transportation.” 
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The Canadian Industrial Traffic League submits a resolution under 
date of February 7 indicating alarm at the mounting deficit. The Leacue 
is said to include in its membership traffic officials of the leading commer- 
cial and industrial enterprises in Canada and urges the Government to 
deal with the railway situation by the appointment of a non-partisan 
body to consider specified economies. . 

The United Farmers of Canada, Saskatchewan Section, submit a 
telegram under date of April 28 indicating their unalterable opposition 
to the unification on such inequitable terms as are set out in recent press 
statements on the ground that the activities of those who favour unification 
are designed for the benefit of the C.P.R. and not the taxpayers, and 
deprecating any curtailment of services which would constitute a hardship 
to Western agriculturists. They suggest an appraisal of the assets of the 
C.P.R. in line with present day use and productive values in readiness 
for its inclusion in a national system. 

Canadian Brotherhood of Railway Employees, Turcot Division No. 
179, submits a resolution indicating an opinion that the unification 


‘proposals are a malicious, distorted and unfair attack on the Canadian 


National and affirming support of the policy of maintaining the integrity 
of the C.N.R. 

Canadian Brotherhood of Railway Employees, Pte. St. Charles 
Division, No. 201, submit by its secretary under date of May 1 an objec- 
tion to unification on the ground that it must reduce the number of 
employees. 

The Hanley Board of Trade under date of May 30 submit a unani- 
mous resolution that unification is not in the best interests of the country. 

Mr. E. L. Rose, Secretary of a mass meeting held at Biggar, Sask., 
on April 3, submits a resolution adopted by the meeting to the effect that 
there has been insidious and vicious propaganda to discredit the Canadian 
National, that a monopoly of any kind is to be objected to and that the 
Canadian National be kept as a separate organization. 

Mr. D. R. Miller, on behalf of a mass meeting of the citizens of 
Redditt, Ontario, communicates by telegram under date of June 16 a 
resolution adopted by the meeting against unification of any kind or the 
abandonment of any C.N.R. lines, particularly that between Nakina and 
Transcona, along which there is considerable industrial and recreational 
activity. 

Mr. Chas. Masse, Représentant Juridique of the Brotherhood of Loco- 
motive Firemen and Enginemen, Waverly Lodge No. 747, submits a 
resolution of the Lodge under date of June 18 to the effect that the 
interests of all concerned can be best protected by keeping the C.P.R. 
and C.N.R. separate. 

The Brotherhood of Railway Carmen of America, Northern Star 
Lodge, No. 371, writes under date of June 2 saying that as members of 
a class of workers who would be greatly affected by them, the local regards 
Sir Edward Beatty’s proposals as a fraud he is trying to foist upon the 
public. Objection is particularly made to the suggested abandonment 
of the C.N.R. line between Beaverton and Long Lac, and Nakina and 
Transcona. 

The Standard Railway Unions’ Local Conference Committee, Van- 
couver, submits under date of May 3 a resolution passed at a meeting 
of the delegates of the various locals in Vancouver objecting to amal- 
gamation, co-ordination or unification on the ground that any saving 


' would come out of curtailed service, labour costs and materials, adversely 


affecting labour, townspeople and farmers. 
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Hon. Mr. Danpuranp: Mr. Chairman, I understand that a memorandum 
concerning the operations of the British railways is to be furnished to the 
Committee. I received from the Canadian National a statement concerning 
the working of the four groups over there, but I did not produce it. If the 
Canadian National was given a copy of the other statement, it would perhaps 
eliminate the necessity of their giving information of the same kind to us. 

Mr. Biacar: Yes. What you suggest would be that the memorandum from 
the Secretary of the Canadian Pacific and any additional memorandum which 
the Canadian National may think it necessary to submit on the same subject 
should be made parts of these Proceedings for to-day, if possible; if not, they 
can be added to the first subsequent day’s Proceedings. 

Hon. Mr. Danpuranp: The memorandum from the C.P.R. would not 
appear in the Proceedings to-day; you have not got it: 

Mr. Biacar: No, it may be too late. 

Hon, Mr. Danpuranp: Mr. Rand will communicate with you. 

Hon. Mr. Hata: Why not produce Mr. Rand’s statement. 

Mr. Bicear: They will have to go together. 

Hon. Mr. Hate: I would not hand to Mr. Rand what the C.P.R. have to 
say. Let him bring in his own statement. 

Hon. Mr. DANpDURAND: Yes. 

Hon. Mr. Hata: Otherwise we shall have one criticizing the other. 

Hon. Mr, Danpuranp: Yes. They will bring in separate statements. 

The Cuarrman (Right Hon. Mr. Graham): Gentlemen, my fellow chair- 
man and myself have a really constructive suggestion to offer. I have not 
heard it mentioned by any member of this committee nor by any railway men. 
We suggest that all passes now held by members of Parliament and by the 
railway men as well be handed in to their companies! 

Hon. Mr. Hata: You don’t include senators in that suggestion. 

The Cuarrman (Right Hon. Mr. Graham): Oh, yes, members of Parlia- 
ment. 

Hon. Mr. Buacx: I proposed that some time ago. 

Hon. Mr. Murpocx: I have a Bill prepared along that line. Would you 
second it? 

The CuarrmAn (Right Hon. Mr. Graham): It might be too big a Bill. 

Hon. Mr. Murpock: It is very brief. ; 

Hon. Mr. Hate: I beg to offer a supplementary suggestion, that senators 
who live far away from Ottawa should pool their travelling expenses with their 
more fortunate colleagues who live within easy reach of the capital. 

Hon. Mr. Hucressen: I am against that. 

The CuHarrMAN (Hon. Mr. Beaubien): To come back to serious matters. 


We have had three papers on the working of the British railways, but we have — 
‘ had nobody before us that understands the situation there. Do you think it © 
would be advisable for us to hear the Secretary of the C.P.R. on the point? ~ 
I find myself at a disadvantage. For instance, what Mr. Waters said. in his © 
pamphlet is very interesting, but that is one side of the question, and he is not ~ 


here to be cross-examined. 


Hon. Mr. Dannuranp: I would suggest that we get the proposed statement — 
from the Secretary of the C.P.R. and from the Secretary of the Canadian ~ 
National. Then after we have read them if we need further information we ~ 


can decide what we are to do. 
Hon, Mr. Buack: We shall have that before us at the next session. 


re 
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Hon. Mr. Hucressen: I am :particularly anxious that those statements 


- should refer in detail to the pooling arrangements which have been concluded 
between the different railway companies in Great Britain in the last few 


years. 
The CHarrmMAn (Hon. Mr. Beaubien): Yes. 
Gentlemen, when do you want to sit again? 
Hon. Mr. Danpuranp: At the call of the Chair. 


The committee adjourned, to resume at the call of the Chair. 


EXHIBIT No. 96 
CANADIAN NATIONAL RaAILWways 


Question asked by Senator Haig— 


How many employees are there on the Canadian National Railways (Cana- 
dian Lines) age 60 to 65? 


Answer— 
The number of employees in service June 17, 1938, who have reached, or 


will reach age 60 during 1938, is given below:— 
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OTTAWA 
J. O. PATENAUDE, 1.8.0. 
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 
1939 


ORDER OF APPOINTMENT 


(Extracts from the Minutes of Proceedings of the Senate for March 30, 1988) i 


Resolved,—That a Committee of the Senate be appointed to enquire into 
and report upon the best means of relieving the country from its extremely - 
serious railway condition and financial burden consequent thereto, with power 
to send for persons, papers and records, and that the said Committee consist of 
twenty Senators. 


Ordered that the said Special Committee be composed of the oa 2 


Senators Beaubien, Black, Buchanan, Calder, Cantley, Coté, Dandurand,_ 
Graham, Haig, Hugessen, Horsey, Jones, Hardy, McRae, Meighen, Murdock, - 
Parent, Robinson, Sharpe and Sinclair. 


INTERIM REPORT 


The Right Honourable Senator Graham, from the Special Committee 

| appointed to inquire into and report upon the best means of relieving the 
country from its extremely serious railway condition and financial burden con- 

_ sequent thereto, presented the following Report. 

q The same was then read by the Clerk, as follows:— 


‘¢ 

7 
ae 
ys 
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Thursday, 30th June, 1938. 


_ The Special Committee of the Senate which was appointed to “ inquire 
_ into and report upon the best means of relieving the country from its extremely 
_ serious railway condition and financial burden consequent thereto,” begs 
leave to report as follows:— 

r 1. The Committee has held 43 sessions, has examined 31 of the principal 
x officers of the two railway systems, and has had lodged with it no less than 
_ 97 exhibits, many of them voluminous in content and technical in character 
_ and detail. The Committee has also heard evidence in extensive detail from 
_ representatives of the Dominion Joint Legislative Committee of the Railway 

_ Transportation Brotherhoods, with which was associated the Trades and 
_ Labour Congress of Canada, also from the Canadian Brotherhood of Railway 
- Employees. The recorded proceedings of the Committee cover 1284 printed 
pages. 

_. 2. The evidence before the Committee was not completed until very 
shortly before Prorogation and consequently the Committee has been unable, 
_ through lack of time, to analyse the vast mass of material before it in such 
manner as to enable it to present a report either satisfactory to itself or 
aluable to the public. The proceedings before the Committee and the publicity 

given thereto must have contributed greatly to the information of all interested 
_ and should be of inestimable value in the further consideration of the problem 
by the government and people of this country. 

_ 3. Having regard to the desirability of completing the inquiry, and to 
the preservation of the value of the examination already made, and the 
preparation of an adequate report thereon, the Committee recommends that 
it be reappointed early in the next session of Parliament. The intention is 
- that a thorough review shall be made of all evidence and other material already 
at the disposal of the Committee, and a report thereon presented to Parliament.. 
_ 4. The Committee may deem it advisable, when later convened, to obtaim 
further data bearing upon the general problem and its possible solution. 
'. 5. In the meantime, the Committee would request the two railway com- 
panies to renew and speed up their efforts to effect by co-operation reduc- 
tions of operating expenditures by every means at their command, and within 
the authority of the present law. : 
6. In conclusion, the Committee desires to express its appreciation of the 
services of Colonel O. M. Biggar, K.C., the Committee’s Counsel, whose assist- 
ance in facilitating the work of the Committee was invaluable. The services 
of joint secretaries and reporters have also been of the highest character. 


GEO. P. GRAHAM, 


C. P. BEAUBIEN, 
a Joint Chairmen.. 
_ With leave of the Senate, 

The said Report was adopted. 
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Committee for the information of the 
Canadian National executive, 180. 
Exhibits A to L to accompany Exhibit 
No. 40, 227 

41. Report by Mr. Fairweather sub- 
mitted to Royal Commission on Rail- 
ways & Transportation, 8th December, 
1931, re possibilities. of co-operative use 
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. 87. Memo by C.N. Rys. concerning 


activities conducted at various stations 
between Monk and Pacific Junction, 
1127; 
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McMurray, R. W., 969 
Neal, W. M., 986 


Expenses, freight train 
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Armstrong, J. H., 396, 467 
Howard, D. L., 947, 951, 953, 964 


Fairweather, S. W., Director, 
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Agreements between C.N. & C.P., pro- 
cedure, 96, 107, 137 
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Joint Co-operative Committee report, 111 
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Ottawa; Joint Engine Houses, 156 
Bala-Wanup, 157 
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5,000 mile abandonment, 312, 353 
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Consolidation of C.P. and C.N.: 
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Construction of new lines: 
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Program predicated upon docile public, 194 a 
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Labour displacement, 219 
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Pooling west of Toronto, 163 


_ Fairweather, S. W. 
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Traffic densities, 307 
Unification : 
Risks of, 355, 357, 361 
United States plan, 355 
| ~ Amalgamation same as, 362 
Water transport competition, 213 
. Western grain crop revenue, 351, 353 
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; Fairweather, S. W., 328 
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U.S.A. 
McDonnell, T. E., 732 
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_ Fairweather, S. W., 193 
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Freight rates 

| Beatty, Sir Edward, 539, 562, 1387 
- Hungerford, S. J., 1079 
Mosher, A. R., 1359 
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Mosher, A. R., 1345 


q ‘Freight traffic re-routing 

» Jefferson, C. E., 708 
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Glen Tay-Kingscourt line 
Fairweather, S. W., 331 


Golden Lake-Pembroke line 


Fairweather, 8S. W., 329 


Grand -Falls-Edmundston line 


Fairweather, 8. W., 357 
Grain and grain products loaded in Prairie 
provinces 


Fairweather, S. W., 351 


Grand Trunk Western 
Cooper, T. H., 1140 


Halifax, C.N.R. freight facilities 
Fairweather, S. W., 193 


Havelock-Elgin line 
Fairweather, S. W., 336 


Head of lakes 


Fairweather, S. W., 192 


Highway carrier in Manitoba and Saskatche- 
wan 


McDonnell, T. E., 729 


Highway competition 


Beatty, Sir Edward, 541, 565 
Neal, W. M., 987 


History of C.P.R. 
Beatty, Sir Edward, 525 


Hope-Vancouver line 

Armstrong, J. E., 391 
Howard, D. L., Asst. to Genl. of Com- 

munications, C.P. Rys. 

Appeared as witness, 945 
Estimated savings in commercial service, 945 
Exhibit No. 49, 416 
Co-operation 

Hstimated economies, 949, 963 

Costs, 949 
Montreal Telegraph Company, 953, 961, 964 
Telegraph services 

North Bay situation, 947 

Study of economies, 948 

Exhibit No. 71, 962, 1006 

Labour, 951 

Montreal Telegraph Co., 953, 964 
Unification 

Estimated economies, 948, 963 

Costs, 949 

Time to consumate, 951 

Capital expenditure, 951 

Broadcasting, 952, 961 
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Mer, 


Howe, Hon. C. D., P.C., M.P. 
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Hudson Bay Ry., and Terminals 
Exhibit No. 27, Expenditure, revenue, etc., 
8&4 e 


Human factor in railway industry 


Best, W. L., 1299. 


Humphrey, H. J., Vice Pres. & Genl. Mer., 
Eastern Lines, C.P. Ry. 
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Exhibit No. 49, 421 
Abandonment of lines, 779 
Unification 
Supervisory organization under, 775 
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Compulsory co-operation, 1053 
Co-operation 
Public body to deal with, 1053 
Reasons why voluntary co-operation not 
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Vaughan, R. C., 1241 


Interest on 
material 
Liddy, S. J. W., 903 
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Investment, capital, additional under uni- — 
fication 
Beatty, Sir Edward, 1415 


Investment in equipment, interest on re-— 
duction on 
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Joint Co-operative Committee 
Exhibit No. 29, Activities of, 111 
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Exhibit No. 67, 941 

Interest on released stores and track ma- 
terial, 903 

Exhibit No. 68, 942 
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“ORDER OF APPOINTMENT 


‘(Extracts from the Minutes of Proceedings of the Senate for March 7, 1939) 


___ Resolved,—That, with a view of completing the inquiry pursued during 
last session by the Special Railway Committee of this House, and preparing 
and submitting an adequate report on such inquiry, this Special Committee 
be re-appointed with a view to inquire into and report upon the best means 
‘of relieving the country from its extremely serious railway condition and 
‘financial burden consequent thereto, with power to send for persons, papers 
and records and that the said Committee be re-appointed with the same per- 
sonnel and, therefore, that it consist of the Honourable Senators Beaubien, 
Black, Buchanan, Calder, Cantley, Coté, Dandurand, Graham, Haig, Hugessen, 
Horsey, Jones, Hardy, McRae, Meighen, Murdock, Parent, Robinson, Sharpe 
‘and Sinclair. 
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MINUTES OF EVIDENCE 


THE SENATE 


Wepnespay, March 15, 1939. 


‘The Special Committee re-appointed to inquire into and report upon the 
q best means of relieving the country from its extremely serious railway condi- 
_ tion and financial burden consequent thereto, met this day at 11 a.m. 


a Right Hon. Mr. Graham and Hon. Mr. Beaubien, pine Chairmen. 
g Colonel O. M. Biggar, K.C., Counsel to the Gi crrieuil ees 


eg Hon. Mr. Danpuranp: We have called this meeting in order to find out 

_ who are the representatives of labour—as I understand, men interested in the 

q railway problem and in contact with the railway organizations. We suggested 

_ that the Labour Department furnish us with the data, and Mr. Biggar is asked 

a to give us a statement that he has obtained from the Department. 

¥ Right Hon. Mr. Mertcuen: I did not understand that at all. I understood 

we were to get some idea of the dimensions of the Canadian Federation of 

Labour. I stated I would let them be heard in any event. But if they are of 

_ considerable dimensions, are we to say: because they have certain views we 

will not hear them; because those views are expressed by certain men we 

» do not like we will not hear them? If they are of substantial dimensions 
I want to hear them. 

- Hon. Mr. Murpocx: Hear, hear. 

Right Hon. Mr. Metcuen: I do not care whether they are railway-labour 

men or not. We have heard boards of trade who are not in railway organiza- 

tions at all. Then why should we not hear railway organizations? 

! Hon. Mr. Danpuranp: I understood the gentleman who desired to be 

heard was connected with some railway organization. 

3 Right Hon. Mr. Mricuen: No, I did not understand that. 

Hon. Mr. DanpurAND: Have you got his letter? 

' The Cuatrman (Hon. Mr. Beaubien): It was a verbal application brought 

up, I think, by Senator Black. 

' Hon. Mr. Buacx: No, I never heard of the man before. I don’t know 
even his name. 

Hon. Mr. Murvocx: I understood Mr. Burford saw Senator Beaubien. 

- The Cuarrman (Hon. Mr. Beaubien): No. Have you the letter, Mr. Hinds? 
Mr. Hrinps (Clerk of the Committee): I am sorry; I did not receive it. 
The Cuatrman (Hon. Mr. Beaubien): The letter said he wanted the 
Association to be heard. Mr. Meikle, I suppose, will speak for the Association. 

Hon. Mr. Haic: His name is W. T. Burford. . 
' Hon. Mr. Danpuranp: Then he is the gentleman who wants to be heard. 
The Cuarrman (Hon. Mr. Beaubien): No. I think he wanted Mr. Meikle, 
resident of the Association, to be heard. He did not want to speak himself. 
_ Hon. Mr. Hate: He is the Secretary of the Canadian Federation of Labour. 
Hon. Mr. Murpocx: Yes. Here is the official record from the Depart- 
it of Labour files. 

The CuarrmMan (Hon. Mr. Beaubien): Yes, I have it here. It does not 
very much. 

‘Hon. Mr. Danpuranp: What are you citing? 
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The Cuarrman (Hon. Mr. Beaubien): The annual report for 1938. It 
gays: There are two associations of minor importance. There is the big 
federation of labour on the one side, called the Labour Congress of Canada, 
and the All-Canadian Congress of ‘Labour, and there are two other large — 
associations, although not as numerous, called the Canadian Federation of — 
Labour and the Federation of Catholic Workers of Canada. Mr. Meikle 
represents the Canadian Federation of Labour, and he wants to be heard. 

Hon. Mr. Danpuranp: Is there any data as to that? 

The Cuamman (Hon. Mr. Beaubien): I find on page 27 the following:— 
The Canadian Federation of Labour reported a total affiliated 
membership of 52,622. Of the 72 local unions reported to be in affilia- — 
tion with the Federation, all of which were circularized by the depart- 
ment, only 39 made returns, showing a combined membership of 8,704. 

_As mentioned on page 8, it is not possible to give audited figures of — 

paid-up membership for the Canadian Federation of Labour, 


I suppose it is like the Catholic Federation, it is not very large. 
- Hon. Mr. Murvocx: Pardon me. Why did you not read the language i 
immediately following the 8704? 

“The Cuarman (Hon. Mr. Beaubien): What do you mean? I am just 
giving you what Mr. Hinds has placed before me and outlined. Do you suggest 
anything else on my part? 

Hon. Mr. Mourpock: Well, immediately following— . 

‘The Cuairman (Hon. Mr. Beaubien): Read it if you will, but do not : 
uals any reflections. ¥ 

Hon. Mr. Murpocx: I think we should read that if you want the facts. 

- The CuarrMan (Hon. Mr. Beaubien): Yes; but I dislike a reflection on , 
what I have read. 

Hon. Mr. Murpocx: I asked you, would you read the rest. q 

The Cuarrman (Hon. Mr. Beaubien): That is a different thing. ‘ 

Hon. Mr. Danpuranp: Perhaps the chairman will read what is wanted. ; 

The Cuarirman (Hon. Mr. Beaubien): No. 

Mr. Biccar: Mr. Chairman, if I may intervene? The figures to which 1% 
have referred are a year later than the printed report. ‘ 

Hon. Mr. Brack: Mr. Chairman, it seems to me the question is whether 
or not we shall hear these people. I know neither the men nor the organization, — 
but they represent somebody, as is evidenced by the report read by Colonel” 
Biggar. 

Hon. Mr. Dannuranp: That is what we are here for, to know whom they — 
represent. What is that further statement? * 

Hon. Mr. Horsry: Could we not hear the Deputy who has the latest 4 
information? ; 


The CuatrmMan (Hon. Mr. Beaubien) : Perhaps it would be the best wayd , 


Department. — 
Some Hon. Members: Yes. 


ete It can be cael in the record by the reporter. x 
The CuHarrmMan (Hon. Mr. Beaubien): Do you want that put in the recor qi 
Hon. Mr. Roprnson: Yes. & 
The Cuairman (Hon. Mr. Beaubien): Very well. 
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_ Right Hon. Mr. Mrtcuen: Let it be part of the 
Mr. Biecar: It will be an exhibit. 


record. 


- Hon. Mr. Parent: No; let us have it printed in the record. 


Mr. Biccar: Very good. 
This is the memorandum read by Mr. Biggar:— 


5 Organization 

_. Running Trades (Independent) :-—(Big 4)— 

F Brotherhood of Locomotive Engineers. . : 

p Brotherhood of Locomotive Firemen and Engine- 

3 men. 5 Heuer et alt 

= Brotherhood of Railroad ‘Trainmen.. 

q Order of Railway Conductors... .. 

Affiliates of the Trades and Labour Congress of 

Canada :— 

Division No. 4, pee poe we 
vata Naito ga Dean 


Organizations included:— 


Blacksmiths... .. .. 18 900 
Boilermakers... .. .. 38 2,085 
Electrical Workers.. . 49 2,606 
Firemen and Oilers.. 36 734 
Weachinists.:.4 2's csets ¢ 78 6,637 
Nionaders 8 Sf oe aS 24 1,895 
Ter Ss Mal cee eae ee 38 2,400 
Railway Carmen... .. 112 11,825 
Sheet Metal Workers. 14 753 


Of the membership shown for each of 
the above nine organizations only those 
employed by railway companies are in- 
cluded in the 25,000 reported by Div. 
No. 4. 


- Brotherhood of Maintenance-of-Way EnerOne oe 

_ Brotherhood of Railroad Signalmen.. : ; 

_ Brotherhood of Railroad Telegraphers. . se 

_ Brotherhood of Railway and Steamship Clerks. . 

_ Switchmen’s Union of North America. : 

_ Affiliates of the American Federation of ‘Labour :— 

Order of Sleeping Car Conductors. . See 

Brotherhood of Sleeping Car Porters. . 

4 Independent (International) :— 

. American Train Dispatchers’ Association. . Ae 

_ Affiliate of the All-Canadian Congress of Labour:— 

a Canadian Brotherhood of Railway Employees. . 
_ Affiliate of the Canadian Federation of Labour:— 
One Big Union (Transcona ag C.N.R. and 

Weston Shops C.P.R.).. . : 


Canadian Association of Railwaymen. . 
Brotherhood of Express Employees. . 


"Federation of Canadian areca Em- 
ployees. . Arab iy Moment asa) Aaa Te ar 


RAILWAY ORGANIZATIONS IN CANADA 


No. of 
Locals 


96 


9 


“organizations 


Locals Membership 


165 


Membership 
5,000 
5,350 


11,229 
2,344 


25,000 


14,000 


No report 


3,354 
1,666 


4 SPECIAL COMMITTEE | Ree 


sentative of the Labour Department now? 


cerned with the Labour Department. . 


_ that Canadian Federation of Labour?—A. Unfortunately they have not mat 


putting in that big book—A. May I make an explanation as to the procedure? 2 


The CuarrmMan (Hon. ‘Mr. Beaubien): Do you want to hear the repre- 4 


Hon. Mr. Cauper: We do not understand anything yet. Let us get some- 4 
where. 4 
Mr. Biacar: Will the committee hear Mr. Sutherland, then? He is con- 


The CuHarrman (Hon. Mr. Beaubien): Yes. My 
Hon. Mr. Parent: He is to supplement what is lacking in the report. 


Mr. D. J. SurHeruanpD was called as a witness and took the stand. 


By Mr. Biggar: y 

Q. Your position in the Labour Deven oN ‘Chief of the Labour 
Intelligence Branch. 

Q. Among your duties is the collection of information with regard to the 
Labour Unions in Canada?—A. That is correct. 

Q. And that document which has been referred to and put in is one that 
you prepared for the information of the committee?—A. Yes, sir. | 

Q. And it is based upon the most recent figures that you have collected 
in connection with your railway unions?—A. Yes, sir. a 

Q. Will you explain to the committee as far as the departmental informa- 
tion is concerned what is the relation between the Canadian Federation of 
Labour and the One Big Union referred to in the memorandum?—A. The One 
Big Union is an affiliate of the Canadian Federation of Labour. 

Q. Has the Canadian Federation of Labour other affiliates?—A. Yes. 

Q. Have you got any reports that indicate how many railway employees ~ 
are affiliated, directly or indirectly, with the Canadian Federation of Labour?— ~ 
A. Only the two reported locals of the One Big Union. y 

~ Q. But not the number of members of this union?—A. They do not give © 
their membership. aq 

Q. What about figures with regard to the other organizations affiliated to — 


this year so far. 4 
Q. So that you have no figures later than the ones that are printed in # 
your departmental report of January 1, 1938?—-A. That is correct. F 
Q. And in that report you have certain figures with regard to that organi- — 
zation?—A. Yes, sir. " 
Q. Now, will you tell us what those figures are, and we will not bother — 


Q. Yes, do—A. In starting out to collect the information for this book, 
we circularize all the central organizations. a 


By Hon. Mr. Parent: 


Q. What do you mean by “this book?” What is the title?—A. “Labouni 
Organization in Canada.” ey 


By Mr. Biggar: a 

Q. That particular one that has been referred to is what?—A. It covers the | ¥ 
calendar year for 1937. a 4 
Q. It is dated January, 1938?—A. That is when the book came out. We 3 
circularize all the central organizations, asking them for their local unions 
Canada, if they are international; and if they are Canadian organizations 
ask them. to supply all the locals that are in Canada so that we may kno 
how many locals they have got. As soon as this is received we circularize a 
the local unions individually for their membership. The central organizati 
gives us the combined membership of what they have in Canada; then » 
[Mr. D. J. Sutherland.] 
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try to get proof from the local unions themselves. The central organizations 
report so many figures, and then we go back after the locals and get their 
membership. 

Q. What is the result of that so far as the Canadian Federation of Labour 
is concerned in 1938? You have got a return, I gather, of the two locals that 
they have, from the Canadian Federation of ‘Labour?—-A. You mean the two 
railway locals and the One Big Union. 

Q. No. You told us you first circularize the organizations and get their 
affiliates; then you go back to the individual locals?—A. That is correct. 

Q. When you did that last with the Canadian Federation of Labour, what 
return did you get?—A. We got a return from the Canadian Federation of 
-Labour showing the central organizations that were in affiliation. One of those 
was the One Big Union. 

@. And how many were there?—-A. The total membership of the Canadian 
Federation of Labour? 

Q. The total number of local organizations. 


By Right Hon. Mr. Meighen: 


Q. I think the first is what we want. How many did they report as under 
their organization?—-A. The Canadian Federation of Labour in their return, 
as this report shows, reported some 52,600 members. 

Q. Do you dispute those figures? 
Mr. Biacar: I was directing myself to a year later. 
The Witness: We have no report for a year later. 


By Mr. Biggar: 
Q. What did you get the last time you asked?—A. Nothing at all. 


q 
i 
By Hon. Mr. Calder: 

: Q. Do you expect to get that information?—A. We are hopeful. 
Q. Have you got it in all previous years?—A. Oh, yes. 

Q. Then you should get it now. 

Right Hon. Mr. MricuHen: It is not in yet. 


By Hon. Mr. Horsey: 
4 Q. Do you take any steps— —A. Oh, yes, we go back after them. We ask 
q pe secretary twice. 


By Hon. Mr. Panne: 

'  Q. Since when?—A. I mean that this | is the procedure: we ask the secretary 
» of the central organization twice. If they do not answer the first time we go 
back after the secretary and we refer to our first letter, our first questionnaire. 


By Hon. Mr. Murdock: 


'  Q. When did the Canadian Federation of Labour come into Ce se In 
| phe late fall of 1936. 


By Right on Mr. Meighen: 
—  Q. Do you dispute the figures they gave in January 1938?—A. In 1937, 
in order to verify these figures as near as possible, we circularized the local 
ions, and in that way the Canadian Federation of Labour returned 52,000 some 
id members, and the local unions that we were able to secure. ae from, 
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Q. Anyway, whatever may be their character or beliefs, they embrace 
thousands?—-A. They embrace local unions that have reported 8,000. — 

Q. You would not expect the others, the majority, to have none, would you? 
—A. We have returns for some this year we didn’t have last year, and they 
are dead. 

Q. How could they make returns?—A. They didn’t. We have returns 
this year from certain locals— 

Q. You say they reported, and they are dead. Did the returns show them 
dead? : 

Hon. Mr. Roprnson: They are returns from dead locals. 


By Right Hon. Mr. Meighen: 
Q. Are the returns dead?—A. We eieculanined the last known secretaries 
of these unions in every case, and when a secretary replies back that they are 
dead, we take his word for it. 


By Hon. Mr. Black: 
Q. It is evident that they are a pretty large group, is it not, when you get 
up to 8,000 out of half their membership? It is reasonable to suppose it is a 
large group?—A. Compared with the others, not so large; but it is one of the 
main federated labour bodies. 


By Right Hon. Mr. Merghen: 

Q. It is the next largest to the All Canadian Congress of Labour and the ~ 
American Federation, isn’t it?—-A. I would say the National Catholic Union, ~ 
the Confederation of Catholic Workers, would come next. ; 


By Hon. Mr. Haig: q 

Q. How many members have they got?—-A. The last report showed slightly 
over 52,000. { 
€): Did you get that from the locals or the central office?—A. From them-— : 
selves, and the local unions would show the larger membership. But from the 3 
central office themselves they claim approximately 52,000 members. 7 
Right Hon. Mr. Mrichrn: That is the same as the Federation claim. 


By Hon. Mr, Haig: 
Q. Does the C.I.O. report?—A. Yes. a 
Q. What membership has it got?—A. The central organization in the 
United States only reports for the local unions they have themselves, the — 
directly chartered unions. They do not report for their central affiliates. Ia 
mean the Automobile Workers is an affiliate of the C.I.O. The C.1.0. in report-— 
ing does not give their membership; it is for the central organization to do this; — 
but for the directly chartered unions they report. That is, locals not connected — 
with the central organization, but connected with the C.I.0. ca 


By Right Hon. Mr. Meighen: 


@. It would be small compared with the others?—A. The C.I.O. is small . 
I think they have only nine directly chartered unions according to the latest 
reports, but their total membership for 1937 was considerable. + 
Q. Do you know anything against the Canadian Federation of Labour. 
as citizens, any reason why they should not be heard?—A. No, sir. Bs 


By Hon. Mr. Black: 


Q. Do they embrace anything other than railway employees? . 
Right Hon. Mr. Mricuen: Oh, yes. 


{Mr. D. J. Sutherland.] 
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By Hon. Mr. Black: 


Q. What do they represent?—A. The Canadian Federation of Labour, 
- according to this report, have in affiliation central organizations—I think I 
had better turn to a handier page, 192— 


By Hon, Mr. Parent: 


Q. Where is their main place of business?—A. 126A Sparks Street, but 
according to what I have heard here, this Mr. Meikle, who is going to speak 
before you, is from Winnipeg. 

Hon. Mr. Hata: That is a good recommendation. 


The Witness: Now, the first organization in affiliation with the Canadian 
Federation of Labour is the Amalgamated Building Workers. I am quoting 
this from the last report we have got. 


By Hon. Mr. Beaubien: 


_ Q. That report covers thirty-nine out of seventy-two?—A. Thirty-nine 
out of seventy-two. 

Q. So that is the result of the report from thirty-nine out of seventy-two 

- locals?—A. The report I gave you of 8,000 odd members. These are the 

affiliated central organizations: the Amalgamated Building Workers of Canada, 

_ the Electrical Communication Workers of Canada, the Canadian Federation 

of Musicians, the One Big Union, the Canadian National Printing Trades 

_ Union, the Brotherhood of Ships’ Employees, and the Transport and General 
_ Workers of Canada. 
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By Hon, Mr. Parent: 


4 Q. Will you tell me, among the different associations you have mentioned, 
_ are there any of the Catholic unions?—A. No, sir. 


a By Hon. Mr. Dandurand: 

gq Q. What are the transport workers?—A. They take in some of the rail- 

_ way workers, and the others are labourers. 

Hon. Mr. Buack: And some Canadian National employees too. 

. Right Hon. Mr. GraHAm: What harm would it do if we just used our own 

_ judgment for a few minutes and heard what these men wish to say, and formed 

_ our own opinions? 

q Right Hon. Mr. Mricuen: Hear, hear. 

* __ Right Hon. Mr. Grauam: Is there some trade regulation that would be 
violated if we did that? 

a Hon. Mr. Parent: There is just one point I want to be clear about. Mr. 
_ Biggar has mentioned that 92,000 labour employees form part of the different 
a pect and after that he mentioned a few more thousands. Would he explain 
» that? 

_ Mr. Biacar: What I said was that last year we heard from two representa- 
_ tives of unions who, together, represented about 91,500, and that in addition to 
_ that it would appear there are only 5,100 odd, judging from that statement. 
Right Hon. Mr: Mricuen: In railways. 

Mr. Biagar: In the railways. 

- Right Hon. Mr. Mricuen: I do not look upon this organization as a rail- 
way organization. I do not think it matters to us at all. 
Hon. Mr. Ropinson: What is the situation? Does this man still want to 


-only one who asked to have expenses paid. 


_ some six months ago, I think. We could hear him, but whether we wanted to — ‘ 
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Hon. Mr. Rosinson: Where is he now? 
Hon. Mr. Beausren: He is in Winnipeg. 
Mr. Bracar: The president, Mr. Meikle is in Winnipeg. 
_ Hon. Mr. Hata: He lives and works in Winnipeg. 
Hon. Mr. Beaupien: Gentlemen, would you like to hear now— 
Hon. Mr. Buackx: Would it not be as well to clean up this one thing? 
Right Hon. Mr. Mreicuen: I move that Mr. Meikle be advised that he will 


- be heard at our next meeting, on the 21st or 22nd. 


Hon. Mr. Danpuranp: I thought that we had fairly well covered the field 
last year with respect to the hearing of evidence. Now the question is, to what 
extent are we going to hear again the same class of evidence which we heard 
last year? And a question also arises as to whether we shall pay the expenses 
of witnesses who come from a distance. For instance, shall we pay the expenses 
of Mr. Meikle from Winnipeg? 


Hon. Mr. Hare: Mr. Meikle is the President of the organization. 

Hon. Mr. Parent: He must know less than the secretary. 

Hon. Mr. Danpuranp: What did we do last year concerning witnesses from 
a distance? 

The CHatrman (Hon. Mr. Beaubien): I do not think we paid any expenses 
at all. And Mr. Meikle does not ask for any expenses. Mr. Peterson is the 


Hon. Mr. Murpocx: If we heard Mr. Burford or Mr. Meikle, would we not 
also want to hear the other representatives of labour? 


Right Hon. Mr. Metcuen: I thought we had heard them. 


Hon. Mr. Murpocx: As I was coming in this morning I had handed to me 
a letter that explains in detail some information that I think this Committee 
should have. I do not know whether the Committee want to hear it for what ~ 
it is worth. It is signed by the President of the All-Canadian Congress. It — 
explains the status of the matter, and I think it should be on the record, consider- 
ing what we have had, because I do not think we have had all the facts that. — 
maybe we should have. | 


Hon. Mr. Hata: Mr. Chairman, we did not question the status of the ~ 
spokesman for the 91,000 people. They just gave us their reaction to the ~ 
railway question. Mr. Meikle will do the same. I do not think we should go ~ 
into the question which Senator Murdock has just raised, because if we did so 7 
we should get into a struggle between these different organizations as to their ~ 
merits; and that would mean that we should be here all summer. I do not think © 
we should ask Mr. Meikle any questions dealing with the American Federation — 
of Labour, for instance, or the C.I.0. We could ask him how many members are © 
in his organization, but beyond that all he should tell us is the attitude of his ~ 
organization to the railway questions. I know, as a matter of fact, that there is © 
a struggle between these organizations. I have no knowledge of what Senator 
Murdock’s letter deals with, but I am afraid it will be some sort of attack on 
Mr. Meikle’s right to speak for his organization. Well, he was elected president 


agree with his views is another question. 
[Mr. D. J. Sutherland.] 
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Hon. Mr. Mtrpocx: We would not want to call in officials of the 
_ Témiscouata Railway and of half a dozen other of the twopenny-halfpenny 
_ railways in Canada, after having heard representatives of the Canadian Nationa] 
and Canadian Pacific. This letter I have comes from one of the organizations 
that was heard before; the letter is not very long, and if the Committee do not 
want to hear it read, it could be placed on the record. 


f Hon. Mr. Coré: If it is anything against Mr. Meikle, I think it would be 
very much fairer to wait until Mr. Meikle is here. Then he would have an 
opportunity to answer. - 


Hon. Mr. Murvocx: It is from the President of the Cap acig Brotherhood— 


. Hon. Mr. Cors: I do not care where it comes from. If it is an attack on 
Mr. Meikle, we should wait till he is here. - 


Hon. Mr. Murvocx: It is not an attack. 


Hon. Mr. Hata: The Meikle organization represents the more radical 
element, the redder element, in labour. I am not saying that I support it. I am 

_ simply stating what it represents, as against the more conservative element, 
; represented by the American Federation of Labour and organizations of that kind, 


Hon. Mr. Danpuranp: I thought it had something to do with the railway 
organization. 


Hon. Mr. Hata: Yes, to some extent. The O.B.U., for instance, belongs to 
_ that association. It is a radical association in our city. 


Hon. Mr. Murvocx: Its chief function is to raise hell, and you gentlemen 
_ want to bring its representative here to continue that. 


Hon. Mr. Hate: No. But I think we ought to hear all sides of the story. 


The Cuarrman (Hon. Mr. Beaubien): The motion is that this organization 
be heard. Are you agreed? 


F Hon. Mr. Danpuranp: We are satisfied with the status of their organization, 
at all events. 


Right Hon. Mr. Mricuen: That is all I care about. 


The motion was agreed to. 


The Cuamman (Hon. Mr. Beaubien): Perhaps I should put before the 
Committee now some requests from other organizations for a hearing. Mr. W. L. 
Best writes as Secretary of the Co-operative Legislative Committee of the 
Standard Railway Labour Organizations. I do not know who they are. 


Hon. Mr. Murpocn: That is an amalgamation of the train service organi- 
zations and the Trades and Labour Congress of Canada on these questions. 
_ The engineers, firemen, conductors and trainmen have not heretofore belonged 
to the Trades and Labour Congress of Canada, but in respect to these par- 
ticular matters they are co-operating under the name stated in that letter. 


__ The Cuamman (Hon. Mr, Braupien): Were they heard through the major 
organization before? 


Hon. Mr. Murpocx: Oh, yes, Mr, Best was heard before, 

Hon. Mr. Danpuranp: What is in Mr. Best’s letter? 

The Cuarrman (Hon. Mr. Beaubien): I will ask the Clerk to read it. 
The Clerk read the following letter: — 
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. CO-OPERATIVE LEGISLATIVE COMMITTEE 
STANDARD RAILWAY LABOUR ORGANIZATIONS 


506 Birks BUILDING, 
Orrawa, ONTARIO, 
March 9th, 1939. 


Mr. ArtHur Hinps, 

Chief Clerk of Committees, 
The Senate, 

Ottawa. 


Dear Mr. Hinps,—I understand that the Special Committee of the 
Senate appointed during the last session of Parliament to inquire into 
the railway situation has been reappointed and will shortly commence 
holding public sittings. 

We assume that in resuming the inquiry it is intended to review 
former submissions during last session, which would include those of 
railway labour groups given a hearing by reason of their holding working 
agreements with the railways. Therefore, on behalf of the Legislative 
Committee representing the Standard Railway Labour Organizations, 
whose membership are composed of the major number of railway 
employees affected, we shall esteem it a favour if you will arrange an 
opportunity to make such further representations as may be ie 
by developments. 


Thanking you in advance, I remain, 
Respectfully yours, 


WM. L. BEST, 
Secretary, Co-operative Legislative Committee — 


Right Hon. Mr. MricHen: His assumption is wrong. We are not going 
to review the submissions given last session. : 


Hon. Mr. Catper: Mr. Chairman, personally I doubt very much the — 
advisability of opening this whole question again. We heard a great deal of — 
evidence last year from labour. I am not opposed to further evidence, if it 
‘would be substantially of any benefit. But we went over the whole ground 1 
last year; we heard everybody who asked to be heard, and we know what their © 
representations were. They were very definite. And i daresay that if we con- 
tinued investigating along the same line we would get just what we got last 
year. Labour naturally is afraid of its position; it is afraid of people being © 
put out of employment and not being compensated for their loss. What labour : 
essentially fears is reduction in employment. The story is the same from all 
labour organizations. It seems to me that that phase of the problem was very q 
fully considered last year, and I doubt very much—I am merely expressing — 
my own opinion—if it would be of any value to continue our investigation along — 
that line. I understand there are other matters which are very essential to 
this inquiry and which we did not touch on at all last year, and that they may — 
require a great deal of time. We do not know how long this session is going 
to last, but we certainly should strive to reach a conclusion this year and nt z 
have a further postponement. r 


Right Hon. Mr. Mricuen: Hear, hear. 


Hon. Mr. Catprr: So I think we should exercise very great caution ine 
opening up this investigation, unless it is absolutely necessary. , 


[Mr. D. J. Sutherland.] 
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_ Hon. Mr. Danpuranp: I am somewhat fearful of entering into the labour 
disputes which may develop from our examining this organization or its repre- 
sentatives. Other organizations may ask to be heard, to support or to con- 
tradict what is said by this organization. I thought we had closed that feature 
of our inquiry last year. I have no objection to standing by the decision reached 
by the Committee a few moments ago, but I am ready to retrace my steps 
if there is an impression that by hearing this organization we may be losing 
a lot of time and getting no further along than we are now. 


Right Hon, Mr. Mzicuen: I cannot envisage anything of very great 

consequence that we shall have to cover by way of evidence. My suggestion 

_ would be this: if another substantial labour organization wanted to be heard, 

I would not say No, but I would fix a time for getting through with the evidence. 

_ As I understand it, we are going to meet again on the 21st, on Tuesday. We 
could definitely decide to finish that day or on Wednesday. 


Hon. Mr. Danpuranp: On labour matters? 


Right Hon. Mr. Mriguen: On everything in the way of evidence. We 
_ could definitely decide to be through by Wednesday and hear no further evidence 
after that date. Nobody could complain, because in that way there would 
_ be no discrimination between one group and another. We have been fair and 
_ generous in the disposition of our time. From that date on we could direct 
} ourselves to our report. 

1 Hon. Mr. Parent: What would Senator Meighen say about paying 
_ expenses of representatives? 

Right Hon. Mr. Mrtcuen: That is another matter. I do not think that 
_ comes up in the case of Mr. Meikle, but it does come up in the case of Mr. 
Peterson. A good case could be made either way. We have not paid any 
expenses so far. There are exceptional circumstances in Mr. Peterson’s case. 
He would not be representing any organization with funds, nor any special 
interests, as labour representatives do, in the main. He has given more time 
_than anybody else I know of to the study of public matters affecting western 
agriculture. I want to disabuse anyone of the idea that Mr. Peterson is any 
special friend of mine. I do not think he has ever supported me in his life; 
_ I believe he has been quite the other way. But he is a particularly clear-headed 
and able man. Senator Riley knows him fully as well as I do. I know how 
1e is regarded in the West. It would be hardly fair to ask him to pay his 
own expenses here, when he has no fund to fall back upon, no organization of 
any kind, and he would have to come from a long distance. He wants nothing 
for himself but his out-of-pocket expenses. It seems to me it would not be 
unreasonable to make an exception in his case; but if anyone has a different 
opinion, I would respect it. 

‘Hon. Mr. Danpuranp: It occurs to me that a gentleman like Mr. Peterson 
who lives at a distance, could perhaps send us a memorandum. He is a writer, 
a journalist, and surely he will have his views on paper, even if he comes here. 
But if he would be content with sending a memorandum that would save him 
the trouble of coming here and save the treasury the cost of his expenses. Any 
Memorandum received from him could be read by the Secretary of the Com- 
Mmittee and placed on the record. 

- Hon. Mr. ‘Catper: I know Mr. Peterson very well. He was in the service 
if the Saskatchewan Government for some years. He is a very capable fellow, 
d I daresay what he would have to tell us would be of some importance. 
But after all he is only a single individual representing himself. Now, if we 
urrange to bring him here and pay his expenses, why should not anybody else 

inywhere in Canada who has views on this railway situation have exactly 
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the same right as we give Mr. Peterson? I think there would be danger of 
again opening up the field. John Jones down in Halifax has very strong 
views, and some person out in Vancouver also has very strong views. I have 
received many letters, pamphlets and other documents, and I suppose I have 
half a dozen of them on my desk now, from individuals dealing with this ques- 
tion who would like to give their views to us. Well, if that is the will of the 
committee, all right, but I think I can see where the inquiry would end in that 
event. It seems to me Senator Dandurand’s suggestion is a good one. If Mr. 
Peterson has anything concrete and definite to represent to us with regard 
to this situation, let him send it in in the shaps of a memorandum. Then we can 
all get a copy and read it. 

Hon. Mr. Danpuranp: I see by his letter that among the different matters 
which he wants to bring before the committee he intends to stress the fact that 
greater immigration in the settlement of the west will not help the railways. 
Of course, this is a very interesting subject, but it is not absolutely germane 
to our mandate. I think we might suggest to him that he limit his statement 
to something practical concerning the solution of our railway problem. Mr. 
Peterson is a gentleman of note and a thinker, but I wonder if we shall be 
very much wiser by bringing him here instead of receiving his memorandum. | 

Hon. Mr. Canprr: What would you do if some person else asks for similar © 
accommodation? 

Hon. Mr. Danpuranp: I may say that I have received a very interesting — 
study with some suggestions from Professor Currie, of Vancouver. 

Right Hon. Mr. MricHen: He does not ask to be heard, though. ~ 4 

Hon. Mr. Danvurann: No. I would not ask Mr. Currie to come, but I | 
would suggest that we read his study. I expect we shall have Mr. McDougall, — 
of Queen’s university who has asked to be heard. 

The Cuamman (Hon. Mr. Beaubien): Yes. ; 

Hon. Mr. Danpuranp: He says he is ready to come on the 21st or a little — 
later. All these are disquisitions on our problem. ae ; 


to Mr. Meighen’s proposition that we choose a couple of days next week to 
close. the investigation? 
Hon. Mr. Rosryson: To close the whole investigation? { 


¥ 


The CuamrmMan (Hon. Mr. Beaubien): Now, gentlemen, what do you say | 
f 


Hon. Mr. Hata: No, the hearing of evidence. : 
The Cuatrman (Hon. Mr. Beaubien): To close the hearing of evidence. 
Hon. Mr. Danpuranp: Last week I think we agreed to hear from the | 
Canadian National what lines are unprofitable—those that are in the red. 
That information would enable us to visualize the situation. Have they been ~ 
notified? 
Mr. Biccar: Yes. q 
Hon. Mr. Danpuranp: At that time we decided to ask the two railways” 
what they have done since July last to implement our resolution of June 30th, 
in which we urged them to continue to co-operate as closely as possible. | 
Right Hon. Mr. MericuEen: We could hear from the two railways if we 
have asked them to do that. 3 
Hon. Mr. Danpuranp: We have asked them to do that. | 
Hon. Mr. Corr: Are they going to deal with the matter of joint terminal 
facilities in Montreal? Me 
Hon. Mr. DanpurAND: In asking them to tell us what they have done 
since last July towards co-operation we shall very likely strike the terminal , 
situation. - 
[Mr. D. J. Sutherland.] 
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_ The CHarrman (Hon. Mr. Beaubien): Gentlemen, does that meet with 
b your approval? 
y Hon. Mr. Carper: Would you ask the Canadian Pacific to define their 
; lean lines? 
q Hon. Mr. Danpuranp: Yes, they can do that if they want to. These are 
a two different aspects. We want first to know what is the situation of our own 
railway. If the Canadian Pacific desire to show their lean lines, they can 
: do so. Of course, we are less interested in that part of the investigation since 

it is for the C.P. R. to decide for themselves what they can do with their lean 
lines. 

Hon. Mr. Sincuair: If it is not wise for the C.P.R. to divulge that informa- 
4 tion, why is it wise for our road to divulge it? 
Hon. Mr. Danpuranp: It is wise for this reason. Two-thirds of the Cana- 
_ dian National lines are, I suppose, in the red. It would be interesting to know 
_ what lines are permanently in the red, for then we shall see what the Canadian 
_ National is carrying for the State. 
4 Hon. Mr. Srvcuair: If there is no objection to that, why not ask the other 
road to do the same? 
Hon. Mr. DANDURAND: There is no objection, if the other roads is willing 
_ to do so. 
4 Hon. Mr. Murpock: Last year we indicated to the railways that we wanted 
_ them to carry out the principles of co-operation to a greater extent than they 
' had done before. My understanding is that for some weeks since that time a — 
‘committee of officials from both railroads were in almost continuous session 
_at London, Ontario, looking to the possibility of pooling or co-operating be- 
tween Woodstock and Chicago, and that no concrete or definite results came 
‘from those long-drawn out conferences. I think we should hear from those 
who participated in those conferences in order to ascertain why co-operation 
fell down in that particular case. 
The CuHatrmMan (Hon. Mr. Beaubien): I understand, gentlemen, that the 
“committee is agreed to hear the railways even beyond the two days that we 
are reserving for the other parties who want to be heard. 
Right Hon. Mr. MreicHen: We are free to do that afterwards. 
The CuHatrmMAn (Hon. Mr. Beaubien): Is that agreed? 
Some Hon. Members: Yes. 
' The Cuarrman (Hon. Mr. Beaubien): Shall we fix, then, two days next 
week and ask those of the public who want to be heard to attend here? 
Right Hon. Mr. MricHmn: Do not ask the public. 
The CuHatrmMAN (Hon. Mr. Beaubien): Reserving the two days for those 
‘who desire to appear before us, and not go beyond that period. 
Right Hon. Mr. Mricumn: Yes. 
The CHatrMAN (Hon. Mr. Beaubien): Is that all right? 
Some Hon, Mremprrs: Yes. 
sR alae, CHAIRMAN (Right Hon. Mr. Graham): Are we not going to the other 
extreme? 
The Cuairman (Hon. Mr. Beaubien): We want to close the investigation 
some time. 
- The CuarrMan (Right Hon. Mr. Graham): How are the labour organiza- 
tions to know whether they are going to be heard if you limit the time for 
hearing representations to two days? 
-. The Cuatrrman (Hon. Mr. Beaubien): I am referring only to those who 
e asked to be heard. 
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Right Hon. Mr. Mrtcuen: If they ask to be heard we can hear them. 
The CHairman (Hon. Mr. Beaubien): Certainly. I may say that Mr. 
Peterson, Mr. McDougall and Mr. Seraphin Ouimet want to be heard. We can 
hear them during the two days. 

Hon. Mr. Haic: Mr. Dandurand has suggested that Mr. Peterson be re- 
quested to put his views in writing. Personally, I would rather see him here. 
He has a very wide influence in the West, especially in the farming communities. 

- Right Hon. Mr. Metcuin: I should very much like to see him here. 

Hon. Mr. Parent: Is he a journalist? » 

Hon. Mr. Hatc: He is the editor of the Farm and Ranch Review. 

Hon. Mr. Riwey: That is the leading agricultural paper in Western Canada. 

Hon. Mr. Hata: Yes. 

Hon. Mr. Danpuranp: If the gentleman from Calgary sent us a memo- 
randum of his views it would save his time and the treasury expense. 

Right Hon. Mr. Mricuen: If he is here he will*have a lot more than a 
written paper to present. That is not the way he does business. 

Hon. Mr. Parent: That suggestion of presenting a written paper might 
apply to anyone. We might tell the railways to send in written papers. 

Hon. Mr. Hara: I do not think Mr. Peterson represents any sect, party or 
organization of any kind, but he certainly does speak for the farmers of 
Western Canada. They read his Farm and Ranch Review, and all the news- 
*papers quote him freely. There is no doubt about that. 


Hon. Mr. Danpuranp: I have no objection to his appearing. I should like 


to have his views. 


- competition. There appears to be a tendency the other way. I do not know ~ 


Right Hon. Mr. Mricuen: I think we ought to make an exception in Mr. 
Peterson’s case. I move that we pay his expenses. 

Hon. Mr. Murpocx: In that case won’t you have to pay Mr. Meikle’s 
expenses? 

Hon. Mr. Hata: He represents an organization. 

Hon. Mr. Brausien: Well, gentlemen, what do you say to that proposition? 

Hon. Mr. Rosinson: This is largely, as I understand it, a matter of finances. 
We know that both the railroads are having a hard time, and it seems to me 
there are only about three ways in which things can be improved; one is by 
increased business; another is by paying less wages to the employees, and the 
third is by reducing the interest rate on the borrowed money. 

Right Hon. Mr. Mricuen: That might not help. 

Hon. Mr. Cauper: Increased freight rates. 

. Hon. Mr. Rosinson: That would be increased business. 

Hon. Mr. Caupsr: No. 

Hon. Mr. Ropinson: We are up against a pretty hard proposition in any . 
.of these things. I do not see how we can increase the business much with — 


how we can reduce the wages of the employees. They are very difficult people 
to handle. They always want more wages. As far as interest rates are con- 
cerned, I guess that is something beyond us. 3 

The proposal for consolidation, if it means anything, means fewer employees, — 
and while that might react to a certain extent upon the actual financial situation — 
of the railways, it will leave more unemployed. d 

Is there anybody outside of the railways and the labour organizations who — 
can give any enlightenment? If Mr. Peterson can do so, it would be refreshing to. 
hear him, and if there are any other men in Canada who are not in the rail- — 
way business but who can tell us anything, I think we ought to have them here. © 


[Mr. D. J. Sutherland.] 
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So long as we confine ourselves to labour organizations and railway employees 
we cannot get anywhere. I would say let us have Mr. Peterson, even if we 
have to pay a little to get him. 

é Hon. Mr. Danpuranp: Then we will make an exception as to the payment 
of his expenses. 


Hon. Mr. Brausiten: Out of pocket expenses for Mr. Peterson. 
Some Hon. Senators: Carried. 


Hon. Mr. Brausren: I have just now had handed to me a request to be 
heard from a Mr. Vaudrin. 


Hon. Mr. DanpurANp: Senator Beaubien hands me a letter from a gentleman 
named George C. Vaudrin. It says:— 

Having made a special study of our transport situation in Canada, 

particularly as concerns railroads and motor vehicles, the undersigned 
would greatly appreciate the privilege of bringing before your Committee 
the facts as seen by those most concerned, the workers and consumers in 
general. 
The undersigned is not servile to any association or organization 
whatsoever; is absolutely independent of political influence; is recognized 
as an authority on railroading and other industries insofar as social and 
political economy is concerned; has no particular pecuniary objective and 
is free from all internicine intentions. 

The desire to expound before your Committee, the basic subject 
concerned in either, or both languages is due to the firm belief that such 
an exposure of all the facts will be helpful to all upon who behooves the 
responsibility for good government. 


_ The fear expressed by Senator Calder appears here. Here is a gentleman who 
_ has ideas, who thinks he can offer suggestions that will cure the evils from 
_ which we are suffering. I still cling to the idea that we should ask him to send 
_ a memorandum, so that our chairman may decide upon the advisability of 
calling him. 

, Right Hon. Mr. MrtcHen: Would we not get over the difficulty by saying 
_ that if we have time to hear them we will do so. 

Hon. Mr. Danpuranp: But they would stand at the end of the table and 
read a document and hold us for hours. It would not be a very agreeable task 
' to say, “ Your time is up.” I would suggest to these gentlemen that they send 
memoranda. 

q Mr. Seraphin Ouimette, who has written on questions of transport suggests 
that we should tunnelize the whole city of Montreal to facilitate the movement 
_ of freight trains from east to west and from one station to another. I think that 
_ before opening that door we should ask these gentlemen who have particular 
views to send a memorandum to the chairmen, who will decide as to the 
advisability of hearing further from them. 

Right Hon. Mr. MsicHen: Mr. Vaudrin does not pretend to represent 
anybody in particular. He has done a lot of thinking on this. How would it do 
in this case to ask him to send his memorandum, and tell him that if he thinks 

he has something to say we will do our best to hear him during the two days? 

4 Hon. Mr. Danpuranp: But he will be asked for a memorandum, and 
_ Mr. Ouimette too. 

.. Right Hon. Mr. MeicHen: We can hear him if he comes during those two 
_ days. We can tell them we have to finish in those two days. 


Hon. Mr. Hata: Do not encourage them to come. 


_ Before you leave this subject, Mr. Chairman, should those two days be 
| Wednesday and Thursday? 


Se 
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Hon. Mr. Danpuranp: Tuesday and Wednesday. 

Hon. Mr. Hatc: The Divorce Committee is sitting on Tuesday and has a 
very heavy day ahead of it. : 

Hon. Mr. Danpuranp: We will proceed on Tuesday and Wednesday. 

Right Hon. Mr. Mrtcuen: All right. : 

Now, I have been thinking of the report. I know what a tremendous Job 
it will be to prepare it. I wonder if we can suggest anything that would be of 
use in making progress? My idea is this. If Mr. Biggar could prepare an 
analysis of the evidence, which is of stupendous size, consulting with the chairmen 
and having his analysis revolve around the subject matter of our commitment— 
that is to say of finding some way to relieve the burden—it should be of assist- 
ance. As far as I can recall, there are just two suggestions. One is some form 
of unification, and the other co-operation. Naturally the analysis would bear 
on this, and there would be references as to where the evidence on certain points 
would be found for and against these proposals. 

Hon. Mr. Murpocx: At the last meeting we were promised something that 
I have not yet received. 

Hon. Mr. Bravsren: It is being printed. 

The Cuerk or THE Commirren: I thought we would have had it by now. 
It is on its way. ‘ 

Hon. Mr. Danpuranp: That is the memorandum of Mr. Biggar referred 
to at the end of the last session. ; 

Hon, Mr. Braupren: Yes, and of the two leaders and of the two chairmen. 

Right Hon, Mr. MetcHen: No doubt the memorandum already put 1n — 
will be very helpful, but I should think we could go more systematically about — 
our work if there were something of the nature I have suggested. I hope Mr. 
Biggar will not have to come to me, but he could confer with the two chair- 
men. My idea is that there should be a sort of parallel exposition, in synoptic 
form of the evidence, with references so that anyone who wants to go into 
detail will be able to do so. 


Mr. Bicaar: That is a very big job. 

Right Hon. Mr. Mzricuen: I know it is. Eats 

Mr. Biccar: It is not something that can be done adequately within a 
week, a month, or six weeks. : 

Right Hon. Mr. MricHnn: I would not want you to make it too extensive. 
Much of it can be done by reference. 

Mr. Biccar: It may be that the Committee can come to a conclusion on 
the possibilities of the situation without going through what has actually been 
said about it. 

Right Hon. Mr, Mricuen: I do not see how we can. 

Hon. Mr. Danpuranp: I think we could perhaps postpone this to the next © 
sitting. In the meantime we will have the statement of Mr. Biggar, which © 
covers the whole inquiry, and will give us his impression, which was fresh at 
the moment, as to the salient points of the inquiry and as to what we should © 
explore towards reaching a conclusion. : a 

I did not sufficiently express my thanks to Mr. Biggar for having given 
us in four or five pages the essence of the inquiry. It struck me as a very | 
interesting document. He puts a question which is antecedent to the weighing ~ 
of the evidence, that is to say, are we ready to agree on unification, even if — 
the savings would be greater than those under co-operation? That is one of a 
the questions we will have to discuss. = 

But I will not stress that point. The members of the Committee may read © 
that statement of Mr. Biggar and decide if the representation he makes as to © 

[Mr. D. J. Sutherland.] | q 
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the questions we should discuss seriatum is the proper one. I have not got 

the statement before me, but it struck me as a very lucid and logical one. Mr. 
“i Biggar looked at the matter objectively, as all of us should do. 

Hon. Mr. Hara: Could Mr. Biggar tell us what he could do between now 

and the next sitting in the way of preparing a synopsis along the lines sug- 
7 ps by Mr. Meighen? 
: Hon. Mr. Parent: It is a big job. Could you do it in a week? 

pLravits Biecar*> No; 
-. Right Hon. Mr. Metcuen: I do not think you could do it in a week. I 
do not think, however, you would have to read the whole of the evidence. 
What I am thinking of is such a review as will enable us to put our hand on 
what we want, and enable the public to do so afterwards. 

Hon. Mr. Danpuranp: Taking the review of our work, as you have it 

before you, Mr. Biggar, would it be possible to expand it a little, with respect 
_ to each of the questions that you have treated? 
a Mr. Biaear: Of course, this was done months ago. To do anything of that 
_ kind adequately you would have to sit down and go through the evidence from 
end to end. I have no memory of it now that would enable me to sit down 
- and dictate anything. You would have to begin by reading your book. 
Right Hon. Mr. Meicuen: But you could read very rapidly. Could you— 
if we do not issue any definite instructions now—confer with the Chairman 
as to what further assistance you could render to the Committee? 
Mr. Bicear: I shall be very glad to do that, within a time that is going 
to be useful. 
; Hon. Mr. Danpuranp: Is it understood that all others who may want to 
be heard, outside of Mr. Peterson, Mr. Meikle and Mr. McDougall, will be 
asked to send a memorandum? 
The Cuarrman (Hon. Mr. Beaubien): Do you not think that in asking 
anyone to send a memorandum we should specify that it should not take longer 
than twenty minutes to read? And we could state that if we find it necessary 
‘to ask the writer of the memorandum to appear before us, we will do so? 
. Hon. Mr. Danpuranp: I would ask for a concise statement of the important 
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PROCEEDINGS 
g OF THE © 
a SPECIAL COMMITTEE 


Appointed to 


: ‘ ENQUIRE INTO AND REPORT UPON THE BEST MEANS OF RELIEVING THE 
COUNTRY FROM ITS EXTREMELY SERIOUS RAILWAY CONDITION 
AND FINANCIAL BURDEN CONSEQUENT cape 


. , : No. 2 


The Right Honourable George P. Graham, P.C., and 
the Honourable C. P. Beaubien, KCz 
Joint Chairmen 


WITNESSES: 


P: Professor John L. McDougall, Queen’s University, Kingston, Ontario. 
Mr. Allan Meikle, President, Canadian Federation of Labour. 

q Mr. Wd: Best, Secretary, Co-Operative Legislative Committee, 
Ss standard Railway Labour Organizations. 
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EXHIBIT 


__ _98. Chart showing railway gross earnings as a percentage of the 
National revenue produced. 
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OTTAWA 
O. PATENAUDE, I.8S.0. 
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 
1939 
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ORDER OF APPOINTMENT 


(Extracts from the Minutes of Proceedings of the Senate for March 7, 1939) j 


Resolved,—That, with a view of completing the inquiry pursued during © 
last session by the Special Railway Committee of this House, and preparing — 
and submitting an adequate report on such inquiry, this Special Committee — 
be re-appointed with a view to inquire into and report upon the best means — 
of relieving the country from its extremely serious railway condition and — 
financial burden consequent thereto, with power to send for persons, papers — 
and records and that the said Committee be re-appointed with the same per- — 
sonnel and, therefore, that it consist of the Honourable Senators Beaubien, 
Black, Buchanan, Calder, Cantley, Coté, Dandurand, Graham, Haig, Hugessen, - 
Horsey, pene Hardy, McRae, Meighen, Murdock, Parent, Robinson, Sharpe | 
and Sinclair 4 


MINUTES OF EVIDENCE 


THE SENATE 
Turspay, Marcu 21, 19389. 


The Special Committee reappointed to inquire into and report upon the 
_ best means of relieving the country from its extremely serious railway condition 
and financial burden consequent thereto, met this day at 10.30 a.m. 


Right Hon. Mr. Graham and Hon. Mr. Beaubien, Joint Chairmen. 
Colonel O. M. Biggar, K.C., Counsel to the Committee. 


i. Hon, Mr. Danpuranp: Mr. Chairman, there are two parties from Montreal 
_ who have asked to be heard. They were invited to send a memorandum, 
' giving us the ground which they would like to cover. One has written a fairly 
4 long statement, and the other has sent a comparatively short one. I suggest 
4 that, if it is agreeable to the Committee, these two communications be examined 
| by the Chairmen and Senator Meighen and myself, so that we may see if 
4 they are germane to our inquiry. We would report to the Committee, and if 
- we found that the communications were not germane, we would not need to 
Re have these gentlemen before us. One of the letters says this: 

In resume I am going to prove that the revenues of our railways 
could be augmented by more than 50 millions annually with the aid 
of the Imperial Government, with co-operation, with or without fusion; 
and this without repudiation of debt, or diminution of salaries. 

This method is presently before the Imperial Government, the Bank 
of England and British finance. The legislation is also in the hands of 
the Procurer General of the Province of Quebec and other legislation will 
be placed before the Federal Government, shortly. 


Right Hon. Mr. MrtecHen: Who is the author of that? 

Hon. Mr. Danpurannp: I am not giving the name now. But I would suggest 

that that gentleman be asked to send to the Chairman these proposals which 

are before the Imperial Government, and so on, so that we may judge if we 

need call him to expand on his views before the Committee. 

_ Hon. Mr. Rosrnson: Would it be a good idea to refer that to the Com- 

_ mittee on External Relations? 

yg Hon. Mr. Danpuranp: The other letter, as I say, is very long. I see that 
Senator Black is reading it. Is it agreeable to the Committee that the Chairman, 

and Senator Meighen and I examine into this long letter and see if it would 

| be of any advantage to the Committee to hear “the gentleman? If we did 

| decide it was wise to hear him, it might be well to have a copy of his long 

1 etter sent to every member of the Committee first. 

Right Hon. Mr. MeicHen: Does he desire to be heard? 

Hon. Mr. DanpurAND: Yes. But we could ask him to send a memorandum, 
| 4 that we might decide whether we should hear him. Is that agreeable to 
_ the Committee? 
| Hon. Mr. Parent: It looks very selfish of you to get all this information 
n these important matters, while the rest of us have none at all. 

Hon. Mr. Danpuranp: We must first decide if the matters he wants to 
ng before us are germane to our inquiry. 


— 
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Hon. Mr. Rozsrnson: Would it be worth while to give his name? Do you 
not want to make the name public? 

Hon. Mr. DanpuRAND: We will report. I did not know of the name myself; 

I have just learned it. 

Mr. Biacar: Mr. Chairman, on Saturday morning I got a telegram from 
Mr. Peterson, of Calgary, whom the Committee desired to hear, stating that 
just as he was about to leave Calgary on Friday evening his daughter had died. 
I took the responsibility of saying that in the circumstances the Committee 
would not insist upon his presence here to-day, and that I would let him know 
after to-day when the Committee would hear him. I think he is prepared to 
come at any time. 

Right Hon. Mr. MricHren: I would say a week from to-day. 

Hon. Mr. Danpuranp: Yes. 

The Cuatrman (Hon. Mr. Beaubien): Is it your pleasure, Gentlemen, | 
that Mr. Peterson be heard a week from to-day? 

Hon. Mr. Ropinson: Are we sure that we shall be meeting next Tuesday? — 

The CuarrmAn (Hon. Mr. Beaubien): Perhaps Wednesday would be better. — 
Would that suit you, Senator Meighen? 

Right Hon. Mr. Mricuen: That. is all right. 

The CHarrmMan (Hon. Mr. Beaubien): Then we will make it next ene a 


day, the 29th. 
Mr. Biacar: The Committee decided to hear two witnesses: Meikle - 
and Professor McDougall, of Queen’s. I would suggest that oat Me might — 
take Professor McDougall first, if the Committee approves. 
By Mr. Biggar: i 
Q. Professor McDougall, you advised the Committee, I think on the 2nd — 
of February, that you would like to appear before it to discuss the wages and - 
working conditions of railway employees on train and engine service, a matter | 
of importance especially in relation to branch line abandonment and motor 
competition?—A. Yes sir. a 
Q. You, I understand, are Assistant Professor of Commerce at Queen’s © 
University ?—A. Yes sir. & 
Q. And have throughout the last several years made a special study of 
this situation in relation to railway wages of the running men and its effect 4 
on the operation of the railways?—A. Yes sir. F 
Q. And you have, I think, prepared a memorandum covering the results off 
your investigations, so far, as they have a bearing on the subject that the Com-— 


Mr. Joun L. McDovuGatut was ealled as a witness. 


Q. Will you go ahead and deal with the subject on that basis?—A. Yes sir. - 
I have a memorandum that I will read. a 

Mr. Chairman, Gentlemen of the Committee: e 

With your permission I should like to confine myself rather strictly to a 
consideration of the employees in train and engine service—engineers, frementl 
conductors, brakemen, baggagemen and flagmen. I propose to argue that ihe 
agreements governing their wages and working conditions are seriously obso-— 
lescent, if not totally obsolete, and provide a serious obstacle to the recovery by | 
the railways of the competitive position to which their basic strength as carriers | 
would entitle them. In order to prove that position, certain basic propositions 
concerning the railway industry as a whole are first offered. a” 

The railways are now and have continuously been since not later than 1922 
a declining industry. That relative shrinkage was masked up to 1928 by the rise 

[Prof. John L. McDougall.) ° 4] 
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in general business activity, but the drastic decline since that date is only partly 
the result of a cyclical decline in general business; it is also the result of a secular 
decline which has been running substantially unbroken since the end of the 
last war. Table 1 is given as proof of that statement. It shows railway gross 
earnings as a percentage of the national income produced. These percentages 
are given rather than the original figures, because the wide movements in all 
economic series make it difficult to see trends in them which become perfectly 
clear in the percentage comparisons. 


TABLE 1 


RAILWAY GROSS EARNINGS AS A PERCENTAGE OF THE NATIONAL 
INCOME PrRopUCcED! 


| Freight Passenger 
= Year percentage percentage 
S 1921. 7°81 2-20 
1922. 7°70 1-93 
1923. 7:85 1-98 
1924. 1:27 1-88 
1925. 7:06 1-71 
1926. 7:23 1:65 
1927. 6-82 1-56 
1928... O75 1-47 
1929. 6-56 1-37 
1930. . 6:25 1-29 
LISTS. 6-23 1-14 
1932... 6:41 1-08 
1933.. 6-26 0-99 
1934.. 6-36 0-96 
% 1OSbae 6-22 0-91 
1936.. 6-20 0:87 
NOS ie 5-912 0:852 


1The Bank of Nova Scotia, Monthly Review, May, 1937, and July, 1938. 
2 Based on preliminary estimates of the national income. 


By Hon. Mr. Sinclair: 
Q. That is for Canada only?—A. Yes sir. 


By Hon. Mr. Hugessen: 


_ Q. As a matter of interest, will you tell us where you derived the national 
income figures from?—A. From the Bank of Nova Scotia Monthly Review of 
May, 1937, and July, 1938. 
 Q. But where did they get their figures of the total national income for 
those years, upon which you based these percentages?—A. These are based 
primarily on the Dominion Bureau of Statistics figures; and secondly, they have 
been supplemented by certain other private investigations. If I may illustrate: 
Professor MacGregor, who has been working in co-operation with the bank, has 
-worked for I should say not less than five years in finding out particularly those 
particular parts of the national income which are not covered well by the Bureau— 
he earnings, for example, of all employees of banks, insurance companies and 
soon. So the figures which the bank has prepared are therefore the best which 
are available over that whole period. 
> By Hon. Mr. Calder: 
_ Q. What is meant by the term “national income”?—A. It is the total 


QQ. Production?—A. Yes. That is, it is the summing together of the 
production on farms and in mines and factories, the work of service people, 
ch as dentists and doctors and teachers and everybody in those lines. Every- 
\dy working for money comes into the national income. 


q -Q. It must be a very difficult thing to get at?—A. It is immensely difficult, 


~ 
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Q. What reliability can be placed on these Hee oe Professor Colin’ 
Clark in working on the national income in Great Britain has come at it from | 
two directions, and he checks within two per cent. I would say that in Canada — 
the figures would be wider; that is, in any one year there might be an error — 
as high as five per cent. ) 

Q. There is nothing in the shape of a census taken at all. How many — 
men in this room, for example, have been investigated as to their income?— — 
A. Well, their incomes will appear, first of all, in the payments of the Dominion 
Government. They will appear, secondly, as payments by industry, in so far © 
as they draw dividends or bond interest. ‘They will appear in the accounts ~ 
of the Government, if they hold Government bonds and draw interest from — 
them. 

Q. For all the people of Canada?—A. It js all pooled together. I would 1 
not for a minute say that the absolute dollar figure is as important as the trend © 
of that movement. That is, I am much more interested in a change, say, of © 
5 per cent between 1937 and 1938 than I am in saying that in 1937 the national © 
income is $4,500,000,000. 5 

Q. The whole thing is based on the accuracy of your income figure. If © 
your income figure for 1934 is so much, and another for 1936 is so much, and — 
those income figures show a trend, the accuracy of the trend depends upon 
the accuracy of your original figures?—A. No, sir. That is where I would 
differ. 

Q. If you reduce it to a percentage?—-A. If you work on the same basis © 
in preparing your 1934 and 1936 figures, then if there is an error in your — 
method it is present in both, and your trend may be accurate even though your 
figures are not. S: 


By Hon. Mr. Robinson: 


Q. The figures are given by our Bureau of Staiwaes for a number off 
years. I have read them. They are supplemented by the?—A. Bank of Noval ‘ 
Scotia. \ 

Right Hon. Mr. Meieuen: The economic journals of Great Britain deal ” 
regularly with the national income of that country and appear to be well-— 
informed on the trend. It is quite a common basis of calculation. 4 


By the Chairman (Hon. Mr. Beaubien) : 


Q. Will you proceed, please. —A. Yes, sir. I may say the first column 
headed Freight percentage, is based on the railway returns of gross earnings of — 
rail line freight; that is, revenue taken in from carriage of freight. The 
passenger percentage is based on the gross earnings of rail line passengers. The — 
data in this table have been reproduced in Graph 1 in order to make the rate ‘ 
of decline clearer. This graph is on ratio scale so that equal movenieniay in i 
either direction represent equal percentage hae It will be seen ha ie : 


per cent for freight and 6-2 per cent ae passenger. revenue. 


By Right Hon. Mr. Meighen: 
Q. We have not the graph, have we?—A. No, sir. This is the particular 
percentage here. 


By Hon. Mr. Dandurand: 


Q. That does not mean anything to the shorthand reporter.—A. Oh, 
The lower chart is for passenger, this upper one is for freight. You will se 
negative inclination here in freight is rather more than t-75 per ges 

[ Prof. John L. McDougall.] 
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annum—a continuous fall in relation to the national income; and in relation to 
the Si aiph a service it is rather more than 6. 


By Hon. Mr. Parent: 


Q. The red line there shows the ups and downs, does it?—A. Yes, sir. The 
straight black line is the 6 per cent trend. 


a By Mr. Biggar: 
j Q. Where does the left-hand end, the high end ue your graph, begin?— 
A. They start in 1921 and run through to 19387. 

Q. And the percentage scale?—A. Is on the side 

Q. Is it logarithmic?—A. Yes, sir, so that an equal vertical distance shows 
an equal percentage change. 

Q. And the total percentage change from 1921 to 1937 in freight is how 
much?—A. It runs down from 7-81 per cent in 1921 to 5-91 per cent in 1937; 
- and in passenger business from 2-20 in 1921 to -85 in 1937. The important 
_ thing is the extraordinary regularity in that drift. In the freight business 
_ there are the changes which are really connected with the good western crops. 
The peaks are 1923, 1926 and 1928, and a certain upward tendency in 1932; 
all of them connected with good western crops. 

Q. It looks to me as if 1934 was a little higher than 1932. 

Right Hon. Mr. Meteuen: No, it is lower. 

The Witness: Very slightly lower, sir. 
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By Mr. Biggar: 


Q. It is almost level?—A. Yes. 
4 Q. But the peaks your refer to are all the good western crop years?— 
_ A. Yes, the good western crop years, and all of them after 1923. That is, while 
_ they are peaks, they are all lower than the preceding peak; the continuous drift 
- is downward even in the best years. 
i That comparison is not put forward as something novel. It is merely an 
- attempt to put into definite and measurable form what is common knowledge— 
_ that the railways are losing position. They are under pressure all along the 
line. The lush earnings which they once had upon their main lines have 
_ been very greatly reduced and the modest profits on many branch lines have 
been replaced by substantial losses. 
_ A great many factors have contributed to that change. It would be a 
_ grave mistake to set it down as all due to motor competition. In fact, motor 
competition for freight traffic did not become important till about 1929-30,1 
and it was not until 1933 that general rate changes were instituted in the central 
egion to meet it. In relation to passenger traffic, it is possible that the pressure 
_of motor competition has been important, but it should be noted that these losses 
of the railways were occurring at a time when the volume of passenger travel 
was increasing more rapidly than at any time in the past. In other words, 
these figures greatly understate the relative losses of the railways in the 
” passenger business. For present purposes, however, it is enough to say that 
_ the railways have been under the most severe pressure since 1923 to rearrange — 
their services to make them more desirable to the travelling and shipping 
public. And it is against that background of an industry fighting what has, 
to date at least, been a long, losing battle, that I want to consider the wages 
and working conditions of the train and engine service employees. 

___ Trains operation involves certain peculiarities which deserve notice. Firstly, 
pthe volume of traffic fluctuates and therefore the number of trains. Those 


, 1The joint committee of the railways reported to the Duff Commission a loss of about 
$24,000,000 in freight revenue in the year 1930. This was equal to about 7:4 per cent of the 
Fail freight earnings of the year and to only 5-8 per cent of the rail freight earnings of 1928. 
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movements are probably beyond any control and are certainly beyond the. a 
control of the railways, but they make it necessary to have more workers ~ 


on the list of availables than can regularly find full-time work except at the 


_ seasonal peak. In some way or other the job must be made sufficiently attractive 


to hold them in this field. Secondly, even the engineer, who is the most skilled 
member of the train crew, need not be a person of an unusual skill. A man of 
sound intelligence could be trained to operate a locomotive in a very short 
time. In the pre-war period when the labour force was being rapidly increased, 
men quite -frequently ran as full-fledged engineers after only six months’ 
experience. The distinguishing mark of:these men is not any unusual skill 
or the necessity of long training; it is the possession of certain general qualities 
of character and intelligence. They must be capable of accepting responsibility 
and fulfilling it exactly. It is not an occupation which is carried out under the 


eye of a foreman. They work, in large measure, beyond any but the most — 


general controls. If they do their work well it is because they are responsible 
men who are governed by a sense of honour and esprit de corps. If they 
wished to sabotage operations they could do so with the greatest of ease and 
in such fashion as would make it impossible to impose any discipline upon 
them. They stand therefore in a position of unique power, and it is one of the 
major tasks of management to evoke ther co-operation because, by the very 
nature of their work, it cannot be compelled. The results of these unusual 
conditions are embodied in the methods of wage payment and in the working 
agreements governing the application of their labour. 

Payment for work done is made upon the so-called dual basis of time or 
mileage. It amounts to working upon a piece rate of pay with a high guaranteed 
day rate. The basic equation is that 100 miles in freight service or in passenger 
engine service and 150 miles in passenger train service equals one day’s work. 


If additional mileage is run inside the normal day, it calls for additional pay- | F 


ment on a pro rata basis. That is, one hundred and fifty miles in freight service 
inside eight hours would call for a minimum of one and one-half days’ pay. 


If the duty for which the man was called is completed with less than one hundred © 
miles run, it still calls for a full day’s pay, while any time put in over the normal 
day is paid for at time-and-a-half unless payment upon a mileage basis would — 
produce a still greater amount. In addition, certain employees in assigned ~ 
service operating regularly scheduled trains enjoy guaranteees of a minimum ~ 


monthly pay. 
This system of incentive wage payment was introduced in the Middle 


Western United States in the late 1880’s by railway management and spread e 
_ very rapidly. I have no reason to believe that it was not eminently fair and — 
wholly satisfactory at the time of its introduction. Train speeds and railway ~ 


signalling being what they then were it probably was a right and proper basis 


of wage payment. But though railway operations have improved out of all — 
recognition in the last fifty years, the unions have continuously and, so far, — 
successfully, resisted any alteration in that totally obsolete arrangement. Among ~ 
the results of that refusal to change the basic equation as railway open » 
~eonditions and general economic conditions changed, the following may be - oe 


noted :— 


of trains, and therefore to reduce the volume of employment offered. 


(2) As trains speeds increase it makes it necessary either to give the senior — 
employees who take the fast runs the opportunity to make inordinately — 


(1) It makes the wages cost per train mile absolutely inflexible. Its influence - i 
is toward encouraging the railway management to increase the size a 


large earnings, or else to give them rather startling amounts of leisure 


time by limiting the maximum monthly mileages which they may run. 3 
(3) It has encouraged an attempt to define each job as narrowly as possible — 
and then to exact additional payments for any service rendered which a 


is outside the very limited range of duties as so defined. 


[Prof. John L. McDougall.] a 
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¢ In various scattered sources there is a great deal of information about 
_ these employees. Their numbers, equated time paid for 4nd wages earned are all 
_ reported, by classes, in the Statistics of Steam Railways of Canada. Their 
_ disputes concerning rates of pay have frequently led to the appointment of 
_ Boards of Conciliation and Investigation under the Industrial Disputes Inves- 
_ tigation Act, and the reports are all published in the Labour Gazette. The rail- 
4 ways print the agreements covering wages and working conditions with each 
- separate class of employees. Finally, the Labour Gazette has published all the 
_ reports of the decisions of the Canadian Railway Board of Adjustment No. 1 
_ which is the final court of appeal for the interpretation of these agreements. 
_ It is proposed here to piece together the information contained in these various 
sources in order to document fully the conclusions outlined above. 


& The Canadian Railway Board of Adjustment No. 1, which has just been 
- mentioned, needs a word of explanation. It is a body formed in 1918 to ensure 
- a uniform application in Canada of the orders of the Director-General of Rail- 
roads of the United States covering wages and working conditions. It was 
_ found so useful that it was continued in existence after the war as a final court 
_. of appeal on the interpretation of these agreements. It has had over twenty 
_ years of unbroken existence. It is composed of six representatives of the railway 
unions? and six officers appointed by the railway companies. While provision 
i is pee for breaking a deadlock if one should occur it has never had to be 
- evoked. 


‘ Its procedure is strictly that of a court of appeal. When a dispute arises, 
_ it is carried through the normal channels of adjustment inside the individual 
_ railroad system. Not until it has been carried to the head of the system without 
_ settlement is there any right of appeal to this Board. When such appeal is 
_ made, it is made on the basis of an agreed statement of fact subscribed to by the 
union affected and by the railway company. It is therefore proper to state 
- that the cases which come before the Board embody important questions of 
principle. They have passed up the line to the most senior officers of the unions 
_ and of the railways respectively. Anything of minor importance is sifted out. 
_ These cases represent points of principle to which the unions affected are deeply 
~ committed. 

4 I turn there to the proof of these three points. No special proof is necessary 
for the first proposition. It is obvious that if each member of the train crew 
_ is paid for each mile run there is no way in which wages cost per train mile can 
be reduced except by cancelling the train altogether. The cost per mile can be 
- increased by keeping the men on duty until overtime is paid, but it cannot be 
- reduced. ‘Therefore the only remaining’ course open to management is to 
_ increase the size of the train and so reduce the wages cost per revenue ton mile. 
: There are two qualifications to that statement. Firstly, after a train passes 
a certain size an additional brakeman must be employed, so reducing to some 
_ extent the economy of increasing train size. Secondly, if a special agreement is 
_ made beforehand with the unions affected, short motor trains may be run with 


By Hon. Mr. Murdock: 
. Q. You are referring to passenger trains when you say an extra man must 
_ be put on?—A. No, sir, I don’t think so. 

a Q. If you check up, I think you will find that is so—eight cars or more 
_ require an additional brakeman in passenger service—A. Inthe rates of pay 
- governing conductors, baggage men and yard men— 


: 2The Brotherhood of Locomotive Engineers, the Brotherhood of Locomotive Firemen and 

' Enginemen, the Order of Railway Conductors, the Brotherhood of Railroad Trainmen, the 

_ Order of Railway Telegraphers and the Brotherhood of Maintenance of Way employees. 
8 See, for example, the decision in case No. 326, Labour Gazette, XXVIII (1928). 
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railways, in their Introductory Statement, brought up a case which should be — 


- The question before that Board was whether the 10 per cent reduction in th , 
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By Hon. Mr. Parent: . fi 
@. What are you quoting from?—A. This is ne publication of the railway, — 
the schedule of rates of pay of conductors, baggage men and yard men, issued ~ 
by the railway to the men, to govern the pay which they claim. Article 75:— 
Consist of CrEwsS—FREIGHT AND Work TRAIN SERVICE | 
All freight and work trains will have at least a conductor and two _ 
brakemen. Where conditions warrant an additional brakeman will be 
supplied on way freight and pick-up trains and where three brakemen 
are now employed on such trains no change will be made except by 


agreement between the Local Chairman and Local Railway Officers. 3 
So there is provision for increasing even beyond the five man crew other — 
than in passenger service. 


By Hon. Mr. Murdock: 


Q. Can you cite an instance where it has ever been Hoenn: No; sir, Dg 
can only work through what has been published. If I were in the railway service — 
I possibly could. 

The second point is one which requires rather fuller mention. The mileage 
rate of pay is set with the normal run in mind; but there are an increasing © 
number of runs on which very high speeds are made. It is true that the strain — 
of operation may be greater but it is highly questionable that it rises in step with — 
the speed of the train. Certainly the desirable runs seem to be those which | 
permit a man to go out to the distant terminal and then to return within the 
one working day. At the last Board of Conciliation and Investigation, the 


quoted in full. 

In main line service enginemen run only between divisional points. 
To take another case for illustration. Engineers running in through — 
passenger service between Montreal and Brockville in approximately 
three hours would earn their day’s pay of 126 actual miles run, and in — 
addition would receive payments for preparatory time, initial terminal — 
service and final terminal delay, representing a total time of approxi- — 
mately five hours, or 180 miles, which would be $2.07 per hour for the’ 
five hours worked. On many such runs engineers make the round trip ~ 
in the same day and so for one calendar day representing on the basis 
of the case mentioned ten hours actual working time receive for the © 
calendar day pay for two basic days amounting to a total of $20.70. — 
Under the application of temporary mileage limitation regulations — 
adopted at the request of the Employees engineers in this service earn ~ 
approximately $269 for working ten hours per day on only thirteen 
calendar days per month. It is not claimed that this is an average ~ 
condition. The example, however, indicates what the present high rates” i 
of pay do produce 1 in compensation under the conditions actually existing “* 
in such service as that mentioned. x 


basic rates of pay which was then in effect should be cancelled. The agreement — 
which ended the dispute conceded the men’s contention. That is, the effective — 
rate of pay was increased by 11 per cent, lifting the earnings of this employee — 
to $23 for each calendar day of service rendered. Even with the reduced 
mileage then in effect that gives monthly earnings of $299. Since that time, — 
most of those temporary limitations have been lifted* with a corresponding - 


4Cf. Case No. 469, Labour Gazette, XX XVIII (November, 1938), pp. 1215-16. In this case 
it was shown that in one case the mileage of engineers was increased from 4,160 to 5,200 miles 
per month; in another, from 4,200 to 5, 397 miles in assigned service. On the facts cited above, — 
$299 per month is the ‘current earnings “for approximately 4,680 equivalent miles, and only 3,276 
actual road miles. If the present mileage be assumed to be 5 ,397 miles, then monthly earnings: 
would rise to $345 per month for 15 calendar days of work. 
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; 
Increase in ie earnings of those senior employees who are able to get the 
_ increased mileage. 

. It is not argued that this is an average case, but it does show what ig 
to an increasing degree possible. In this case, the fastest trains are scheduled 
to make the run in two hours and twenty minutes in each direction, leaving 
_ at three p.m., returning to Montreal at 10.30 p.m., with a rest period of better 
than two hours and a half at Brockville. It is suggested that $23 is hardly 
to be described as niggardly remuneration for that service. 

There is no data published in Canada which make it possible to show how 
general such a situation is. With rising speeds for both freight and passenger 
_ trains, it must be becoming increasingly so, but the Canadian wage statistics 
_. give no indication of it. They show the equated hours paid for, not the hours 
actually worked. It is therefore necessary to turn to the United States for 
statistics which indicate the discrepancies between the hours worked and the 
hours paid for. The Wage Statistics—Class I Steam Railways in the United 
States, published by the Bureau of Statistics of the Interstate Commerce Com- 
mission, have been analysed by Mr. Bertrand Fox in the March, 1935, issue 
of the Harvard Review of Economic Statistics,> who has shown that continu- 
ously from 1921 to 1932 there was a growing disparity between time paid for 
and time actually worked. The situation at 1937 is embodied in the following 
table. 


TABLE 2 


COMPENSATION PAID TO ROAD TRAIN AND ENGINE SERVICE HMPLOYEES IN 1937 
AS A PERCENTAGE OF THE TOTAL PAID TO EACH CLASS— 
Cuiass I STEAM RAILWAYS OF THE UNITED STATES 


Class of service 


Road freight Road freight 


Nature of payment Road (through (local and 
passenger freight ) way freight) 
%o To % 
Straight time actually worked.. .. 61:98 64:75 73°41 
Straight time paid for but not worked. 32-50 25:28 7:29 
Total straight time paid for.. .. . y 94-48 90-03 80-70 
Overtime paid for.. .. .. Dann} aM Pye 2-87 5:35 17:11 
Constructive allowances... .. .. .. .. .. 2:65 4-62 2-19 


' It will be seen from this table that even in the local and way freight service 
_ the compensation for straight time actually worked does not amount to 75 
_ per cent of the total compensation received. Whether the Canadian situation 
- is so extreme as that cannot be determined from the existing records, but it 
_ is clear beyond the shadow of a doubt that the tendencies in the two countries 
_ are the same. If we are not yet at that state, we are rapidly approaching it. 
: The third tendency which was stated to be present was one to define the 
a _ assignment narrowly and then to extract additional payments for any additional 
service rendered. The theory upon which it proceeds is that the management 
- having accepted the basic mileage as a full day’s work can properly be required 
_ to pay additional compensation if it requires anything to be done or left undone 
q which would increase the time in which the basic day’s service may be rendered. 
i ‘Closely allied to this, are two other forms of payment. Punitive rates of pay 
are set upon certain services not as a means of increasing the pay, but as a 
_ penalty rate so severe that the service will not be required. The other type 
_ Tepresents an effort to “make work.” The penalty rates are designed to 
” encourage the management to call additional crews into service even though the 
_ work could be done by those crews already in service. The cases to ‘which: 
_ reference will now be made will be predominantly, but not wholly, of the first 
pe. The first example to which I wish to refer is Canadian Railway Board of 
djustment, Case No. 4136. The facts were that the engines used on two trains 


“8 XVII, 6 
Labour Ne peette XXXIIT (1933), 898. 
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operated into Huntsville, Ontario, were too long to be turned on the turntable 
there. Their crews were therefore ordered to proceed light to Scotia Junction, 
a distance of 15 miles and to turn on the wye there. For that service they were 
offered payment upon a mileage basis. The offer was refused and a claim made 
for an additional minimum day’s pay on the ground that their initial assignment 
had been completed and that the additional work called for the beginning of a 
new day, for pay purposes. There is no suggestion in the report that the entire 
service was not completed within the normal hours of work, but the employees” 
claim was sustained by the Board. Interesting as showing ‘the extent to which 
the unions go in attempting to use a narrow interpretation of the rules as a 
means of extracting extra pay is Case No. 4007. A passenger train was delayed 
for an hour and fifty minutes about four miles out of Saskatoon by the derail- 
ment of one of the cars. The conductors and trainmen claimed payment under 
the terminal detention rules, which would have resulted in additional payment 
_ solely because the derailment occurred with the yard limits as defined for the 
- freight service. The claim of the employees was not sustained. 
I bring that case up as an example of the attitude of a sea lawyer ee is: 
working strictly inside the rule and not in any sense with what is equitable. 
Case No. 304 is rather less pleasant in its implications. A conductor and. 
crew booked rest immediately upon arrival at their terminal after a run of 9 
hours and 45 minutes, although their train contained livestock and there was no: 
switch engine at the terminal. The appearance therefore was one of conduct 
which bordered upon sabotage. The men were disciplined and their appeal from 
that discipline was carried up to the Board. “ They stated that their action in 
booking rest was justified by Rule 27 of the conductors’ and Rule 32 of the 
trainmen’s schedule which provide that conductors or trainmen on arrival at 
terminals are not to be called for immediate duty if they want rest, and that 
they are to be judges of their own condition.”® Their claim was not sustained, — 
but the fact that the union was ready to press their claim in such a case is itself -— 
significant. 
Perhaps the best example of all the “make pay ” cases is No. 421.19 An 
engineer and fireman had been called for a “turn around” trip between Monc- 
ton and Springhill Junction. As a result of a breakdown on the line they were 
required to take a relief engine out to the train which was being held up and 
after that were ordered on to Halifax where they were relieved. The railway 
company tendered pay for 110 miles, of which 100 miles was for road service and 
10 miles for the initial and final terminal arbitraries. This would suggest that 
the service was completed within eight hours and certainly, at the outside, in 
_ less than nine. The men applied for a total of 458 miles, which equals over 44 
basic days’ pay. Their claim was sustained by the Board.11 
Among the “make work” cases, No. 16312 is distinctly interesting. The 
company had a self-propelled steam crane upon the main line. It was placed 
in charge of a conductor. The employees contended that it should be classified — 
as a work train. Therefore, as a work train it should, according to the schedules 
of both the conductors and the trainmen, have, not only a conductor, but two — 
‘brakemen as well. The company claimed that it was not a train, that any sec- 
tion foreman who had passed the required tests on the operating rules could be 
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(79 


7 Ibid., XXXII (1932), 1163. 
{ Ibid, XXVil (1927), 1043. 


bid 

10 Tbid., XXXIV (1934), 14-15. 7 

11'The rules under which the decision was made, No. 40F on the Engineers’ Schedule, 
No. 40G on'the Firemen’s Schedule, reads as follows: “Men assigned to regular runs will be — 
entitled to any engine placed on the run; except in case of engine failure when they will follow — 
their engine to terminal.” Rates of Pay and Rules Governing Service of locomotive Engineers, — 
Canadian National Railways, Steam Lines East of Armstrong, etc., effective September 1, 1929. 
It is difficult for an outsider, even when he has knowledge of the rule, to understand how it 
can have been made to justify so large a payment. - 

22 Labour Gazette, XXIII (1923), 1077. 
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used with perfect safety. It had been given to the trainmen for one reason only, 
namely that there were a number of spare conductors available and the super- 
- intendent preferred to give it to the senior available man. No attempt to 
justify any need for two additional trainmen appears in the record, but the 
Board upheld the claim of the employees. 


Of the same general order is the provision that “regular way-freight trains 

will not be double-headed except (1) where there is but one freight train each 

way daily, and (2) in cases of storms in which event the tonnage will not exceed 
the rating of the largest engine attached.’’!3 ‘ 


The result is, of course, to increase the number of trains and therefore the 
number of conductors and trainmen employed??. 


If a yard crew is used beyond yard limits it is paid at road rates for the 
road work done with a minimum of one hour-for such service and is also paid for 
the yard work which it was thereby unable to do.15 Similar rules are made 
against the use of a road crew within yard limits. The effort there seems to 
be toward its total prohibition rather than toward the exaction of extra payment 
for it. The governing rule seems to be in the trainmen’s schedule and reads as 
follows: “‘ Switching transfer, and industrial work, wholly within the recognized 
switching limits will, at points where yardmen are employed, be considered as 
service to which yardmen are entitled but this is not intended to prevent train- 
men from performing switching incidental to their own train or assignment.’ 16 
That ruling was applied in Case No. 423 to 1” prohibit the road crew from doing 
any such work at Allandale. The yard at that point is not big and it is per- 
missible to surmise that enforcement may have resulted in the use of an addi- 
tional yard crew with its attendant increase in expense. 


It is further provided that in “turn-around” service, the maximum run in 
any single trip shall not exceed 80 miles in passenger service,!® or 25 miles in 
all other services.t19 The result is that it is very hard to offer service on many 
branch lines without paying at least two full days’ pay for every calendar day 
of service. An example of the operation of this rule is given by Case No. 
46429, The date is 1937. On the Pine Falls branch of the Canadian National 
a mixed train leaves Pine Falls daily, except Sunday, at 8 a.m., and arrives at 
Winnipeg, a distance of 70 miles at 11.20 am. This is an assigned service and 
no further duties are required of the crew until they report for the return trip 
which leaves Winnipeg at 5 p.m., arriving at 8.20 p.m. It is therefore a long 
working day, but with a very considerable ‘block of free time in the middle of it. 
_ The conditions, otherwise, are not arduous. This is one of the lines which 
~ is shown by the Report of the Royal Commission to Inquire into Railways and 
- Transportation (1931-32) to be of a very light density.21 The company 

_ tendered payment on the basis of “actual miles between Pine Falls and Winnipeg 
Terminal with terminal time consumed at Pine Falls in either direction and 
q actual working time in Winnipeg Terminal.’22 That basis produced a payment 
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y 13 Schedule of Rates of Pay and Regulations Governing the Service of Conductors, Baggage- 
men, Brakemen and Yardmen, Canadian National Railways, Atlantic and Central Regions, 
effective June 1, 1929, Article 34 (c). 

pa 14 As an example of the enforcement of this rule, see Case No. 371, the Labour Gazette, 

Bex xX X1“(1931), 279. 
‘a 15 Rates of Pay and Rules Governing the Service of Locomotive Engineers, Canadian 
National Railways, Lines East of Armstrong, etec., Article 8M. ' 

i, 16 Schedule of Rates of Pay and Regulations Covering the Services of Conductors, Baggage- 
men, Brakemen and Yardmen, Canadian National Railways, Atlantic and Central Regions, 
effective June 1, 1929, Article 140. 

17 Tbid., XXXIV, 14-16. I : 4 
ra 418 Rates of Pay and Rules Governing the Service of Locomotive Engineers, Canadian 
- National Railways, Lines Hast of Armstrong, etc., Article 2B. 
ny 19 Thid., Article.7A. 

_ . 20 Labour Gazette, XXXVIII (1938), 491-92. 
- 21 Cf. the density map in the folder of that Report. 
|. @Tabour Gazette, XXXVIII. (1938), 491. 
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-Engineers’ schedule reads: “Road engineers performing more than one class of — 


The overtime basis for the rate paid will apply for the entire trip.” 25 


- men and Yardmen, Canadian National Railways, Atlantic and Central Regions, Article 18 


Eastern Lines, effective July 16, 1929, Rule 2 
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of 2044 miles per day, or more than two basic days’ pay per calendar day worked. 
The employees’ however claimed that they should be paid on either one of two 
bases:— 
(a) the minimum day of 100 miles for each trip plus time working or 
delayed at each termnal, or 
(6) on the basis of actual miles between Pine Falls and Winnipeg in each 
direction plus terminal time at Pine Falls, plus all the time at Winnipeg. 


The contention of the employees was sustained by the Board. The record does 
not show how much that would amount to. Subject to correction, it is suggested 
that it is somewhere in the neighbourhood of 250 miles or 23 days’ pay. 
Mention should also be made of the rules for the classification of trains. 
Way freight service is compensated at higher rates than through freight and 
rules of an almost unbelievable complication are provided for determining the 
exact combination of stops and/or switches which may be made before the 
way freight rates apply.?% Similarly, when a freight car is added to a passenger 
train the pay of the train crew is put upon a through freight basis, not upon a 
passenger train basis.24 The result is to increase the rate of pay per mile for 


‘conductors from 4-72 to 6-25 cents per mile or by 32-4 per cent, and of train- 


men from 3:18 to 4:91 cents or by 54:4 per cent. Correspondingly, the 


road service in a day or trip will, except as otherwise provided in Article 32 (a), 
be paid for the entire service at thé highest rate applicable to any class of 
service performed with a minimum of 100 miles for the combined service. 


: 


Nothing has been said above concerning the so-called arbitraries or construc- 
tive allowances. These are payments for work which once was and is no longer ~ 
required and are in addition to the payments for the mileage run. For example— | 
engineers and firemen are paid 30 minutes initial preparatory time and an addi- — 
tional 30 minutes as final inspection time.2®. These are purely arbitrary allow- 
ances which were adopted originally as a means of increasing the effective pay — 
without changing the nominal mileage rates.27 Upon the average, they increase © 
the earnings of the employees in these classes by some 11 per cent over what — 
they would be on the time or mileage basis.28 Comparison of that figure with © 
the one for these payments shown in table 2 above will show that these arbitrary — 
payments in Canada are well over twice those paid on American roads. 3 

The assignment of work within this field is strictly upon a seniority basis. 
The men with the longest service record take the assigned runs, those junior to © 
them work on a first-in, first-out basis but with provision to increase (or dimin 
ish) the number eligible to be called as the average mileage exceeds of falls below 
established maxima (or minima). During the seasonal lulls in traffic, there are ~ 
therefore men who are totally without work. It is a system which is imposed by ~ 
the men themselves. So far as can be seen from the available information, the ~ 


23 Rates of Pay and Regulations Governing the Service of Conductors, Baggagemen, Brake 


This Article with its examples, runs to approximately three pages of fine print. 
Rates of Pay and Rules Governing Service of Conductors, Canadian Pacific Railway, ee 


25 Rates of Pay and Rules Governing Scrvite of Locomotive Engineers, Canadian Pacific si 
Railway, Eastern Lines, Article 2 (4), Article 32 (a) provides for special and additional pay- 
ay to fs freight or mixed train crews when the train is delayed to load or unload 
way frei 

26 7 bid., Articles 2 (d)-and 2 (f). The provisions of the Canadian National schedule 
provide for the payment of final terminal delay as well as for inspection time, but the latter 
is reduced to 20 minutes. See Rates of Pay and Rules Governing Service of Locomotive — 
Engineers, Canadian National Railways, Articles 7C and 7H. 

27 Cf. the testimony of Mr. James Murdock, Proceedings of the Board of Conciliation and. vi 
Investigation (Mr. Justice Gibsone, Chairman) T (April 4, 1933), 92-96. i 

28 Introductory Statement of the Railways to the Board of Conciliation and Investigation pe) 
(Mr. Justice A. K. Maclean, Chairman), Mimeo. 1936. p. 8. j 
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position of the railway companies is that they are ready to assist in the enforce- 
ment of any such regulation provided it does not directly increase their costs. 
Such a system of distribution of opportunity to work cannot be condemned so 
long as depressions are short and the basic trend of the industry is toward 
expansion; but if either of those fails, the burden falls entirely upon the junior 
man. Since 1926 the trend of employment has been markedly downward. At 
1937 the average number in employment in these classes was only 77-2 per cent 
of the number at 1926. As a means of easing the burden, the senior men did for 
a time make reductions in their maximum mileage so as to distribute the work 
more widely,?® but those reductions have since been cancelled. The possibility 
- of a conflict of interest between the senior and junior employees should, therefore, 
not be overlooked. As things now stand, those who are out of employment 
_ altogether are totally unrepresented in the matter. The decision is made by those 
- in employment and therefore capable of retaining their voting power. It is a 
_ situation in which the senior men might, if they consulted their own personal 
_ interest only, arrive at decisions which would be not only against the national 
interest, but against the interest of the whole body of train and engine service 
- employees. It is suggested that certain features of the present situation are con- 
sistent with the situation to be expected if that were the case. 
There is one further aspect of this matter which is deserving of special 
~ attention. The railway lines of this country are not of equal value. The only 
- survey of them which is available to those not in railway employment is that 
reported at pages 32-38 of the Report of the Royal Commission to Inquire into 
_ Railways and Transportation in Canada (1931-32). It is there shown that at 
- about 1930, some 9-6 per cent of all the line mileage was of relatively heavy 
_ density, having 2,750,000 net ton miles or more of traffic each year per mile of 
line; about 48-5 per cent was of medium density having from 250,000 to 
_ 2,750,000; and 42 per cent were light traffic lines with less than 250,000 net ton 
_ miles per mile of line per annum. Railways are magnificently effective as 
' carriers of heavy tonnages over the longer distances and it is probable that 
_ the lines of the first class could support a wage structure even higher than that 
_ now in effect. Train service is more frequent and therefore it is possible to 
' avoid some of the excess payments. The net result is to give pay out of all 
_ relation to the earnings on equivalent skill and responsibility in other occupations 
_ and to give unusual amounts of leisure time as well. But that is supportable, 
_ as I say, on account of the unusual earnings on those lines with heavy traffic. 
' But as we come down the scale in density these payments to labour become 
- more difficult to bear and in relation to the third class it forms a crushing 
- burden. It is quite possible that those lines with the least density, which have 
- negative earnings, at best, or no earnings at all, may be paying the highest 
' rate per month to those who are on them, because only one train moves per 
. day; that the tendency is to have the rate of payment vary inversely with 
productivity. 
From the national standpoint the present position is anomalous in the 
extreme. These light-traffic branches are in place. The capital in them is sunk. 
If the railways can earn enough to keep those properties in repair, they will 
continue to operate them as feeders to the main lines even though they -are 
unable to earn anything directly from their operation. But because the traffic 
is thin and the costs of train operation so high, service is reduced, so dis- 
couraging what traffic remains and directly encouraging the building of high- 
ways and the movement of freight over them. Under the very best of cir- 
umstances, the continued existence of the 42 per cent of all mileage which 


__ _29That movement gave employment to men who might otherwise have been without it, but 
it did nothing to reduce the cost to the railroad. Therefore, in so far as high direct wages 
_ costs were a reason for a reduction in train-mileage, this was no solution at all. 


the total payroll. 
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lacks tonnage is open to question.2® When such lines are deliberately weighed : 


down by extremely restrictive rules which combine to reduce the value of the 
service given and to increase the cost of it, their position becomes hopeless. 
It need hardly be added that this is a problem of very deep concern to the — 
employees as well as to the nation at large. | 

The discussion above has not been at all exhaustive, but it is taken as © 
providing adequate proof that these agreements are obsolete in their construc- 
tion, capricious in their action, and unbearably restrictive in their effect upon 
the service rendered. That statement is not in any way dependent on the 
distress of the railways since 1928. This situation has been developing progress- 
ively for a great number of years. Nor is it dependent on the rise of motor ~ 
competition over the last two decades. Motor competition and the decline in 
the volume of traffic for other reasons, have together precipitated the problem. 
They make it necessary to meet it now because it cannot be put off any one 
but it existed before they became important. 

Historically, the problem can be condensed into the following statement— — 
that in the years of their development the railways had a practically complete | 
monopoly of land transport and that their net returns were then distinctly © 
generous. Believing that those excess returns were permanent, the management ~ 
were willing to share part of them with their employees. Those in train and — 
engine service, because of their unique bargaining power, were able to appro- — 
priate a much larger share of that excess than their numbers would justify. — 
The events of the last twenty years have stripped the railways of most of their — 
monopoly power and profits but, up to the present time, these employees have ~ 
been able to force other claimants upon the industry, and the general public, to ~ 
bear all the burdens and have themselves gone scot-free.21 The arguments — 
which they have advanced before successive boards of conciliation, show that — 
they consider that they have a perpetual right to the wages and conditions given ~ 
them during the railway’s hey-day. 4 

Positively it is not proposed that anything be done drastically or without — 
full discussion. Nor is there any reason why these employees should not 
continue to be unusually secure in their employment and to be generously com- 
pensated; what is asked is not a total overturning of their present position, but j 
a surrender of those parts of it which the uncontrollable forces of change are 
rendering daily more vulnerable. ‘These employees were relatively stations : 
in numbers over the years 1912-28 and have been declining since then. As a 
result there is a very heavy concentration in the upper age-classes. Very 
substantial changes could be introduced over the next five years without any | ‘ 
serious disturbance to the established expectations of those now in capo 


Thank you, sir. 


By Mr. Biggar: 

Q. Your concluding memorandum deals with the men in the road service — 
only, I gather?—A. The examples have come mainly from them because it is 
their disputes that I have been able to reach. They are all governed by the 
one set of schedules, that is, both road and yard, and the men move from the © 
yard to the road services. It is a homogeneous employment. * 
Q. They would form only a proportion of the total railway employees, — 
would they not?—A. The total of yard and road employees is some 14-6 per — 
cent of the total number of employees in 1937, and they draw 21-8 per cent of e 


80 Tbid., para. 102. 4 oe 
811t is true that some 20-30 per cent of their number have been forced out of employment — 

ee ee pat that can hardly be advanced as a reason for continuing the present position of 
e remainder a 
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_  Q. That would be just the running unions, would it not?—A. That is the 
total road and yard. For the road employees only they are 10-6 of the total, 
_and they draw 16-5 per cent of the total compensation. 


By the Chairman (Hon. Mr. Beaubien) : 


: Q. What is the first thing mentioned?—A. The total road and waka one 
_ployees are 14-6 per cent of the total number at 1937, and they draw 21-8 per 
cent of the total compensation. 


By Mr. Biggar: 


‘ Q. Would any of the remarks that you have made apply to yardmen, the 
_engineers?—A. Not to the same extent, because on the whole they work upon 
a time basis; but in any case where they are called beyond the yard limits, yes, 
_they draw double pay, pay for the road work they do for the minimum hours, 
and also for the yard work they did not do. 

hs Q. That would be, comparatively speaking, negligible in money, I imagine ?— 
-A. Yes. The management, would do its best to hold that down, but you are 
restricting the freedom of the management to apply labour effectively and 
intelligently. 

iM Q. Taking it from a money point of view and restricting it to the 14-6 
per cent of the total number of employees and the 21-8 per cent of the total 
pay, is it possible to form any idea of the total amount involved?—A. Yes, sir. 
In 1937 these men drew $42,222,000 of wages. 

Q. That is the 14-6 per cent?—A. Would you prefer that I work solely with 
the road employees? 

Ma Q. I was trying to find out how far the yardmen came into it at all. I 
gather from what you say that the yardmen really only come into it in that 
es use on the road and that, practically speaking, these road regula- 
oF 


lons have almost never to be applied?—A. Yes, sir. 

Q. So practically speaking, from the monetary point of view, cannot we 
ke it that we are dealing with the 10 per cent and the 16 per cent?—A. Yes, sir. 
_  Q. What does the 16 per cent equal?—A. In 1937 they drew $31,924,000 of 
money. 
_ Q. Do you think it possible to form any idea at all of the extent to which 
that might be reduced if there was an ordinary rate of pay applied? I mean 
rithout these exceptional rulings?—A. Anything that can be said, sir, would 

best said by someone in railway employment who can classify trains, but 
think there would be an economy possible of not less than 20 per cent. 

_ Q. I do not know whether I am quite clear on how you say this affects the 
ervice actually given on the railways. Does it affect the number of trains, 
‘the capital investment, or what is it?—A. It seems to me it works in two ways: 
you have this very powerful encouragement to the management to limit the 
umber of trains to the absolute minimum; second, you have pressure upon 
them to make capital investments which otherwise they would not make. Take 
he case of Huntsville: it would cost a certain amount of money to put in a Y. 
t would be cheaper with only two trains a year— 
_ Q. A day?—A. No, I think two trains in a year. If I can make a surmise, 

r the July and August holidays you have to run very heavy trains, and this 
necessitates engines that you cannot turn on the turntable. Twice a year you 
e that condition. The intelligent thing is to send the engine to Scotia Junction 


turn it on the Y there, which means fifteen miles up and back, a short run, 
| it is done very easily. 


By Hon. Mr. Parent: 


. It would make a very heavy profit on those two days?—A. Yes, sir. 


on’t you have to carry the dead times on those two days as well, days when 
040-2 
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you are giving service and not pabhine travel? I ask you to look at that down- a 
ward drift of 6 per cent on the passenger service. At 1930 you have $89,894 ,000 
of passenger revenue. At 1937 you have got only $38,894,000. Now, while there 
has been some reduction in the number of trains since 1930, the reduction has 
- not been as rapid as the reduction in travel. The revenue per train mile and the } 
number of travellers per train mile have both gone down. 4 
By Hon. Mr. Calder: vg 
Q. What surprises me, Mr. McDougall, in your statement is that we have q 
that board, to which you have referred, created somewhere around 1920. Ever | 
since they ‘have had many appeals reach them on questions such as’ you have — 
referred to, and I think with the exception of two cases you referred to, the six | 
railway managers sitting down with the six railway employees have agreed that — 
the railway employees’ contentions were correct, and they were granted 4 © 
A. Yes, sir. I think I have an explanation for that. It is a board to interpret 
agreements which have been made. That is, its function is not to tell the 
management what to do, but merely to make an interpretation. If you ask me_ 
why the management has agreed to this, I think I understand it: I cannot prove ~ 
“it but I have my own guess, and that is, the power of these men is so great 
that it is easier to let the sleeping dog lie than stir him up. It is not that they 
approve of these things, but they are afraid of the consequences of stirring 
up trouble. I think if. there were a reasonable public attitude to the situation 
the railways’ hands might be strengthened. ug 
Q. Probably the public does not know anything about it—A. I think not, 
sir. I think the Labour Gazette is a very useful publication and might be read 
much more carefully. 


By Hon. Mr. Murdock: ve 
Q. Mr. McDougall, you filed this table, No. 2. It shows’ compensation 
paid to road train and engine-service employees in 1937 aS a percentage of 
the total paid to each class, class 1 steam railways of the United States. Would 
you care to give the committee what is the relative percentage difference between 
the wages of men employed on class 1 steam railroads in the United States and 
of those similarly employed in Canada?—A. The nearest I can reach, sir, ig 
that the wages in Canada fall perhaps between 10 and 13 per cent—I am sorry, 
that is the total annual earnings, which is the only figure I could reach—between, 
10 and 138 per cent below the United States. But against that it must be 
remembered that the capacity of the American railroads to pay wages is very 
much higher. The density of traffic, averaging the fifteen years from 1921 t 
1936, was exactly double. Expressing Canada as 100, the density in the Uni 
States was about 204, and in relation to passenger traffic it was just about 202. | 
So that there is a capacity to pay wages there which is not present here. 
Q. According to the information we get, they are in just as hard luck with 
their railways as we are?—A. That is what I wonder, sir, whether they still 
are being operated without Government subvention and whether the fact 
that their distress is so great may itself be a proof that these things ought to 
changed there as well as here. 
Q. If we had adopted in Canada the principle that was adopted in 
United States, of scrapping certain roads and letting certain roads go into th 
hands of a liquidator when they became obsolete and out of date, would we 
the trouble we are confronted with right now?—A. Yes, sir. That makes. 
difference to my position, because in relation to your dense lines you are paying — 
very ae monthly and annual wages, and giving a great, deal of leisure ti me | 
as we i 
Q. The point is this. If many of those roads had gone into the han 
of the receiver, we would have been relieved of the millions of dollars tha } 
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- paid every year, and that will continue to be paid, on account of those roads— 
for instance, the holdings of the Canadian Northern and the Grand Trunk 
Pacific. In the United States would not they have gone into the receiver’s hands 
and thus not have obligated the Government?—A. No doubt they would, but 
would it make any difference? The situation would still rule that you are 
paying these men more than is required upon a time basis. 

—Q. It would not have made any difference to the men’s wages?—A. None 

whatever. 


By Mr. Biggar: 

Q. Why is it that this method bears more hardly on the light traffic line 
_ than on the heavy traffic line?—A. If you have a fixed crew of not less than 
_ five men, and run four cars, your cost per car—the Federal Board of Trans- 
_ portation in comparing way freight with through freight found the cost per 
_ mile in through freight was about ten cents; the average on the way freight 
was thirty-four cents. If you compare a main line eighty car train with 
- something on a back branch of four cars you get, an extraordinary difference. 

_ QQ. With the same crew?—A. You may possibly have one more man on the 
eighty car train. 
Q. Would speed also enter into that?—A. Speed would come in this way, 
sir, that the fastest freight between Brockville and Montreal goes through in 
_ two hours and fifty minutes. The payment is made for one hundred and twenty- 
_ six miles plus the terminal arbitraries, which means that for something under 
- four hours of time on duty a man is drawing pay for not less than ten hours, 
~ and probably more. 

- . Q. In other words, he is getting paid for twice the time he works at what 
_ ig set as an appropriate time scale?—A. Yes, sir. 
~ + Q. And in the case of the conductor who has to be reduced by reason of 
speed to thirteen or fifteen days work a month, it is the same sort of thing?— 
_ A. He is drawing very high money per month, and is drawing a simply startling 
' amount of leisure. He is working every other day, but between forty-eight 
- and fifty-four basic days. 


By Hon. Mr. Calder: 

~  Q. Does that train between Montreal and Brockville stop at Brockville?— 
__ A. Yes, sir. 

Q. Why does not the company arrange to have it return immediately to 
~ Montreal and give a man a day’s work?—-A. In the passenger service the engineer 
_ is paid one hundred and eighty miles. 
~ QQ. Why does he not go on another distance?—A. He would be paid still 
| upon the mileage basis. It is one hundred and twenty-six miles, and he is paid 
for one hundred and eighty. 


By Hon. Mr. Murdock: 
— QQ. Now, tell me what would happen if there was a breakdown or a snowbank 
| at Prescott causing delay of four or five hours?—A. After you pass eight hours 
you go on time and a half. 
| Q. But what about this passenger car if they were held up?—A. The 
| engineer’s overtime would commence at five hours, and the conductor’s and 
_ brakeman’s at seven hours and forty minutes. 


ae 

~ By Hon. Mr. Robinson: 

ia _ Q. You have pointed out something that you think needs to be remedied. 

’ Have you any suggestion as to the way in which it should be done?—A. I am 
perfectly willing to believe that one hundred miles was a reasonable day’s work 


- own interest. In the short run your service is pretty well a fixed thing, and if ~ 
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in 1890, but what I am suggesting now is that the men and the management a N 
down with the aid of a psychologist or anyone else to work out what should be 
a reasonable day’s work to-day in passenger service. 

Q. You leave it to the men and the management?—A. Yes, sir. 

Q. Does that twenty per cent reduction apply equally to the rest of the — 
employees?—A. Oh, no, sir. These are the people who have been able to freeze — 
their rate of pay in accordance with an outmoded seale of a public utility. | 

Q. Unification, then, would not be the remedy?——A. It may be; but when — 
you have unification there would still be the same problem. 

Q. The problem would be still there?—A. One of the reasons why, if I were 
a senior man in this service, I would want unification, would be that there would 
be perhaps savings there which I could collar by continuing this obsolete system. — 

Q. Unification might help the senior men?—A. Yes. ' 

: { 


By Hon. Mr. Horsey: 


Q. It would aggravate it?—A. It would aggravate insofar as the normal ~ 
passage out of the system would speed up; but if it was any good it would produce _ 
additional earnings. D 


By Hon. Mr. Murdock: 


Q. Is it your position that the labour organizations have been dictators and — 
have dictated these rates and conditions, which you hold are abnormal, and ~ 
that there should be another form of dictation?—-A. May I say, sir, they have 
been tactfully magnificent. Strategically, I think, they have run against their 


you can raise the pay and make the conditions more onerous, the railways will — 
pay up. But in the long run wages are considered as a cost before they can 
become income, and for the long run you make capital expenditures which permit — 
you to avoid payments to labour. Therefore in the long run the result has been 
unfortunate, peculiarly with the junior men. . 

Q. Would it influence your view if I told you that I had been a brakeman 
on a freight train on a division of one hundred and fifteen miles, for which I © 
was paid $1.25 on an average, and that because of delays I worked forty hours?—_ 
A. Yes, sir, it does, because I think that no doubt in the early period there were — 
many things which management did that were definitely unwise. I think the 4 
unions began, quite properly, to control that; but they have allowed that to — 
continue to the present, when that situation no ‘longer rules, and it is destructive a 
of the— Bi 

Q. Have you ever read Crowded Years, by W. G. McAdoo?—A. Part of it. — 

Q. Did you read what he said about railroad men’s wages prior to 1918?— — 
A. Yes, sir. a 

Right Hon. Mr. Mricuen: I thought it was the weakest part of the whole ~ 
book. aie 


By Right Hon. Mr. Meighen: 


Q. Mr. McDougall, referring to the statement that if we had allowed shell 
railroads to go into liquidation we would have avoided these problems: if a 
railroad goes into bankruptcy it either closes down or is operated by a receiver-— 
ship?—-A. Yes, sir. 

Q. And if it is operated by a receiver the, employees continue, and if there | 
is difficulty paying them it can be done by receiver’s certificates?—A. Yes, sir. 

Q. So, if that were the case, if it closed down, of course the men would | be 
out of work, But if it were run by receiver’s certificates, it would mean hee 
might have been an opportunity of continuing the business at the expense Ory the : 
capital invested in the railway.—A. That has happened. af 

Q. And the same might occur in the States?—A. Oh, yes. 
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Q. Could you tell us what percentage of the railways of the United States 
_ are solvent to-day?—A. I am sorry, sir, I cannot. I think it is in the order of 
sixty per cent. 

Q. But those sixty per cent have been assisted by loan subventions?—A. First 
of all you have had the Reconstruction Finance Corporation offering loans, and 
second advances in freight rates. Now, it is just barely possible that advances 
in freight rates in the United States were justified; but clearly, I think, having 
regard to the distress of Canadian export industries nothing of the kind is 
possible here. Therefore our own rate changes are in the nature of scaling down 
rates on the higher commodities in order to meet motor competition, and the 
_ distress of the raw material producers is so great that you cannot raise rates on 
the low grade commodities. 

Q. But the United States has never followed the policy of keeping their 
_ railways out of liquidation as far as possible by loans at low rates—A. Yes, sir. 

@. What has occurred there is pretty much a parallel of what has occurred 
_ here, speaking in the large?—A. It is a little bit worse. They have turned down 
a bit earlier and have gone down a bit further, and having regard to the fact 
_ that this country itself usually follows them with a five year lag, I think things 
look pretty black. 
} Q. You say they have gone down further. In proportion to population and 
_ traffic they have much less mileage—A. There is twice as much traffic there 
per mile of line. 
4 Q. In view of the fact that they have double the traffic that we have, and 
_ have gone still further down the hill, would you say that that was due to our 
: oe fewer systems?—A. I don’t think so, sir. I do not think it is a cardinal 
- fact. 


; By Hon. Mr. McRae: 
Q. Professor McDougall, did I understand you to say it was impracticable 


—_— 


to advance rates in this country?—A, I would think it very doubtful. I will put 
it this way, that taking 1926 roughly as a base, our general wholesale price index 
is now 73.3, the index of Canadian farm products prices is 64.8, and of field 
peters it is only 54-7. Now, the case that is most open to criticism is the Crow’s 
Nest rates, but in the face of the present price of wheat what chance is there to 
lift those rates? I would think that even from the narrowest interest of the 
railways themselves, they might want to leave them as they now are. 

(). Is this a fair statement, Professor, that our present rates do not pay the 
cost of transportation—A. Yes, I think so. 
i) Q. If that is the case and they cannot be raised, how are we ever going to 
set things right? 


q By Hon. Mr. Calder: 


f Q. Before you answer that, let me put this side of the case. The producer 
at the present time has a tremendous struggle to keep in existence. If you 

increase the cost of his hardware and lumber and furniture, and the cost of 

‘shipping his goods, he will have a much harder struggle to exist—A. May I put 
t 


‘it this way, sir, that if you cannot raise the price at which you sell, you have to 

educe the cost of performing the service. And that is exactly what I have been 
talking about that here is an important cost and that it ought to be reduced. I 
have not touched at all the fact that all railway employees are now back on the 


). 
ft I] 1929 rates of pay, despite the fact that the general wholesale price index is 
down to 73 per cent, and that the cost of living is 83 per cent of what it then was, 
and despite the extreme burden which is put upon raw material producers. The 
Taw material producer is exposed to international movements and he cannot save 
himself. These railway people get themselves barricaded behind agreements and 
manage to stay there. Except for a short period in 1923, about six months, their 
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maximum reduction from the basic rates of pay was 15 per cent; in that six 
months period it was twenty per cent. Since the spring of 1938 they have been 
at the 1929 rates. 

Q. That is the high rates?—A. At the highest rates they have ever known, 
yes sir. Now, it seems to me that there is something peculiarly anomalous in 
a country like this trying to guarantee high rates of pay per hour and per 
day to the sheltered workers and to pay those high rates to a constantly diminish- 
ing number when you have such a pressure on the total labour market. 


By Hon. Mr. Hugessen: 
Q. You say that the long range result of that policy is to reduce the total 
number of employees in the industry?—A. Yes sir. 
Q. In favour of a small and highly paid number, at the top?—A. A small 
and highly paid group at the top. 


By Hon. Mr. Robinson: 
Q. Or, to put it another way, high wages cause unemployment?—A. Yes sir. 


By Mr. Biggar: 


Q. It is not only high wages to those men at the top, but high wages to 
those employed men when employed only half the time?—A. Yes. 


By the Chairman (Hon. Mr. Beaubien): ‘ 


Q. If the high wages paid to railway employees were reduced in the same — 
proportion as the cost of living was reduced from 1926 to to-day, how much © : 
money would be saved to the railways, 20 per cent?—-A. Yes, fully 20 per cent. 
That is, if you made a reduction of that kind it would be 20 per cent off j 
$193, 000, 000. 


By Right Hon. Mr. Hess’ R 
Q. But your indictment, Professor McDougall, is not so much against 
the scale of pay per hour as it is against the structure and the method of 
employment and the artificial rules?—A. I have felt two things, with regard 
to those employees only, that the whole structure is basically unsound, totally 
obsolete, and that therefore I could properly say that here; but as, shall I SAY, 
a footnote to my main position, I add the other one, which is applicable not 
only to those employees but to all railway employees, and indeed generally 
to a great many different kinds of employment, my own and the Civil cerviGa 
included, because you have in a great many places, not merely on the railway 
only, come back to the 1929 level in the face of a fallen cost of living. . 


By Mr. Biggar: 


@. You are not able to speak about other classes of railway employees, 
imagine?—A. No sir, not directly. That is, I prepared myself specially pe 
this. 

Q. There are numerous classes, probably the vast majority of the remainin 
employees, who are employed at ordinary daily or monthly rates?—A. Yes sl 

Q. The figures that you have given us are those from page 34 of ue 
Statistics of the Steam Railways of Canada for 1937?—A. Yes sir. ; 


Hon. Mr. Parent: Is that a Government publication? 


Mr. Bracar: Yes, it is a Bureau of Statistics publication, for 1937. Pech 
the Committee would like to have the numbers of the classes that are in 1 


on that a add it to the fecoRt 
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Hon. Mr. Rostnson: Would you include in that the amount paid for super- 
vision, or management, to officials? 


Mr. Biacar: I am afraid that cannot be done. 
The Wirnesss: I think, sir, at pages 32-3 you could get that. 
Right Hon. Mr. Metcuen: You should have asked that when they were here. 


By Hon. Mr. Robinson: 


Q. When the labour men are arguing that their wages should be high, they 
point to the officials. I was wondering what the amount paid to officials is— 
_A. The total for executives, general officers and assistants is $3,800,000, and for 
_ division officers, $3,087,000. 

Q. That is about $7,000,000, the whole thing?—A. Yes. 
| Q. Is that for one railway’?—-A. No sir, that is for the steam railways 
in Canada. 

Q. So it would not be very big, anyway? 

Right Hon. Mr. Metcuen: Still, it is an example. That is its effect. 

The Wirness: May I put it this way, that your average return to the 
average officer is $3,356 per year; whereas, if I am correct, your senior engineers 
are making about $4,000 or better, at fifteen days work per month. 

: Mr. Biccar: I can include in that schedule also the average rates, unless 
the Committee would like to hear them now. I can give them now. 


By Hon. Mr. Hag: 


Q. There is one question I should like to ask Professor McDougall. This 
reservoir of unemployed labour in the running trades on the railways does not 
apply to any other class on the railways?—A. Oh, yes sir. There are... 


{ 
4 
4 Hon.. Mr. Murpocx: Shop crafts. 
f 
f 


The Witness: In the shop crafts the same thing happens. And there 
_ was a case in the Labour Gazette recently of the men working under the railway 


on the docks in Montreal, and it came out in the same case that there is the 
same fluctuation for freight handlers in the big terminals. 


4 eb ye one Mar “Haig: 

ba Q. Have you any suggestion—this is a question that has worried me a 
great deal—as to what the railways could do to meet that situation?—A. No 
sir. I just do not think it is possible. It is one of the consequences of our 
Situation. The grain has to be moved when it is moved, and there is no other 
_ way around it. The fluctuations in traffic happen. And while some small changes 
can be made, they will not be great and they will depend mainly upon changes 

in the people who provide the freight rather than upon the railway. 


-& 


ae. 

it ‘ By Hon. Mr. Calder: 

‘ Q. The same fluctuations exist in other fields of labour. The carpenter, 
he bricklayer, the mason, the plumber, all these people are affected by very 

great fluctuations?—A. Yes sir. Our seasonal movement in this country is 

_ heavier than in other countries, just because of our climate. 


x By Mr. Biggar: 

— Q. Will you explain to us a little more fully how the depression affects the 
personnel employed at the time it begins?—A. Well, at the initial point you 
have your senior men taking assigned runs, making their maximum mileage 
ind then signing off till they begin a new month. If they are high enough up 
the seniority list they will not be affected in any way by the depression, 
except through the indirect effect of having their real earnings increased by a 
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falling cost of living or by having their money earnings reduced by having the — 
basic pay changed. That is, generally speaking, they will be like people on 
salaries, who are on the whole benefited rather than hurt by a depression. The — 
men at the bottom of the list will just pass off it altogether. In the passenger ; 
engine service you have a pool, and when the average mileage per month falls — 
below 4,000 you drop men; when it gets above 4,800 you add men. In freight, 4 
it is between 3,200 and 3,800. So that the weight of the depression is something — 
that falls on the junior men entirely. That is qualified to the extent that the — 
senior men as an act of grace give up mileage, which they did do between 1932 — 
and 1936-7. But those concessions of mileage were never more, in their effect — 
on the official statistics, than just about enough to balance the increase in real ~ 
income by the fall in the cost of living. q 
Q. Carry that a little further. There are two groups: the road passenger ~ 
engineers and the road freight engineers. What happens to the junior men on — 
the road passenger engines in the case of a depression?—A. I think it works © 
this way. I speak here subject to correction. It is a terribly complicated © 
business, and the schedules are drawn not in a fashion that lets an outsider see — 
them easily. You go first from road passenger down to road freight, then to — 
yard, and then out. But I think you.can move between the road classes and 
the yard class only about twice a year, as the schedule changes. That is, if you © 
fall at the end of the road freight list you would have to wait till the general — 
time-table changes before you could get into yard service. But I speak subject 
to correction. q 
Q. Speaking generally, a conductor, for exemple, would go down to brake- — 
man?—A. Yes sir. fs 
Q. And a road passenger engineer, to road freight engineer, and from that, ~ 
I suppose, to fireman?—A. Yes sir. 4 
Q. Passenger fireman first and then road Freight fireman?—A. Yes sir. 7 
Q. And it is the fellows at the bottom of the whole list, after that readjust-— 
ment has taken place, who are out of employment?—A. Yes sir. “The who 
thing falls on them finally. x 


By Hon. Mr, Calder: i 
Q. You referred to the fat lines and the lean lines, and you pointed out the — 
discrepancies that exist between, not the earnings, but-—-A. The traffic volume in 5 
ton miles per mile of line. . 
Q. Yes. You referred to the same wages being paid where the earnings 
were small as those paid where the earnings were large—A. Yes. q 
Q. Do you suggest there should be a difference in the schedule of wages. 
in the case of the fat lines and the lean lines?—A. It is this question, sir. When 
you had a complete monopoly it was quite possible to do almost anything 
you liked, but at the present time, if you have a branch line that is opposed 
to trucks and buses, for how long can you maintain a high scale of wage 
and a five-man crew against a truck, where one man is willing to work he 
or twelve hours and for very much less money and be as obliging as he “ 
how? 


Commissioners will not let you stop.—A. Yes. But some day the Board of 
Railway Commissioners may realize there are trucks on the road. 


Some Hon. Mmmperrs: Oh, oh. 


By Hon. Mr. Calder: 


Q. In your opinion who would have to deal with this question, the Federal — 
Government, the provincial Government, or the railwaymen and the employees? — 
—A. If the railwaymen would raise it I think it is their proper function, — 
but if I may quote from Mr. Gerard Ruel’s comment before the Duff CE De 
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‘mission when he was asked there whether there was not ground for a general 
reduction on account of the change in the cost of living, and so on, he gave 
certain answers. I will read Mr. Commissioner Loree’s questions and Mr. 
- Ruel’s answers:— | 

4 Commissioner Lorre: When you get through with your five-year 
effort and everything, you save about $30,000,000? 

Mr. Rueu: Per annum. 

Commissioner Loren: Yes. Why don’t you reduce wages 15 per 
cent and save $36,000,000 overnight? 

Mr. Rusu: I wish we could. 

Commissioner Loren: Why not? 

Mr. Rusu: As far as the Government railways are concerned, 
we would be ordered to cancel that in twenty-four hours. . . . . The 
C.P.R. might do it; we could not. We would not receive any support 
at all, we would be blackguarded all over Ottawa. We would not 
dare to go on the streets, we would be chased out. 


By Right Hon. Mr. Meighen: ! 
Q. What page is that?—A. Page 2254, sir. How the railways’ hand can 
_ be strengthened until they can take reasonable action on this matter, I do 
_ not know, but my effort this morning is directed towards that end. 


By Hon. Mr. Calder: 

if Q. We have got to make a report, though. Do you want us to report 
that the railway companies should take this matter up?—A. Yes, sir. 

Q. Not the Federal Government? 


By Hon. Mr. Parent: 
i Q. They have the last decision in the matter just the same—A. It is a 
_ matter for consideration by the railways, certainly. 


By Hon. Mr. Robinson: 

‘q Q. The management, I suppose, have not the power to-day?—A. Shall 
' I say they have the power to propose, but if the unions dissent, I think it 
- must be a matter of agreement. 

4 Q. What you really want is to hold some sort of prayer-meeting to con- 
_ vert the unions?—A. Yes, a prayer-meeting. 


By Hon. Mr. Parent: 
Q. You should get a guarantee that they will not.resort to a strike. 


By Hon. Mr. Calder: 
ie. Q. According to your own statement, the highest wages ever paid the 
_ railway employees was around 1929?—A. The same rates of pay per mile 
- are being paid now. 
a Q. Yes. Notwithstanding all that has happened, the depression that 
has continued and the conditions that exist right at the present time, against 
the will of the railways the employees are back just where they were. 


By Hon. Mr. Murdock: 
Q. And the United States railway wages are 10 to 13 per cent higher 
the result of a recent settlement. And, Mr. McDougall, do you know that 
Mr. Loree undertook to put into effect on his own railroad, the Delaware and 
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Hudson, the principles that he enunciated there, and that a strike of the 
employees changed his mind?—A. And I wonder, sir, if you are not prewine 
my point. 

An Hon. Memsperr: “We would be chased out of ‘Ottawa! 


By Right Hon. Mr. Meighen: 

Q. Mr. McDougall, if the history is as you have disclosed it, there must 
be an enormous number of competent railwaymen throughout the country 
unemployed or half employed who could practically run the system?—A. Yes, 
sir, I would think that is probably true. The railroads could certainly answer 
the question, having their lists. 


By Hon. Mr. Calder: 
Q. Are you acquainted with how they deal with this question in Great 
' Britain?—A. No, sir. This is outside the main field of my work at the 
university, and I have not made a study of the conditions in the United States 
and in England that I should like to make. 

Q. Probably Mr. Murdock can tell us. I understand that when the railway 
companies amalgamated there the state set up a board of some kind to deal 
with the whole question of wages. 


Hon. Mr. Murpocx: In the United States? 


Hon. Mr. Cauprer: No. In Great Britain they set up practically what was’ 
a State board to deal with the question of disputes with respect to all agree- 
ments between the railway companies and their employees. 


The Witness: May I add this, sir? I am not putting it forward as a proof 
of original sin on the part of the unions. They had unique power and they took 
what came from it. They have been able to shelter themselves behind the — 
general losses of other classes when the railway earnings as a whole went down. 
But I think if you look for the motive rather than the consequences, it arises 
out of this continuous fall in the numbers employed, and that there is a very 
general fear to allow any change in these rules lest it may mean a reduction in 
those numbers. But if the industry is shrinking, as I think graph 1 shows, then 
clearly with nearly all your employees concentrated at the very top of the age — 
group, you could make changes now rather than bring in new men at the bottom — 
and then build up the expectations of those very high returns and have to break — 
them later. It seems to me it would be much better to make the change as your ~ 
railway forces change normally—normal attrition. 


By Mr. Biggar: 

Q. Instead of employing new men now at the present scale, you would change © 

the scale but leave the men now in the service at their present level until they ~ 
reach retiring age?—-A. And if the men now running fifteen days were running © 
twenty-two days, you would have a very great reduction in that case, probably — 
50 per cent in the cost per mile, and you could maintain them with the same © 
very high monthly earnings they now possess. P| 
Q. But by getting them to do a little more work?—A. Yes, x 


By Right Hon. Mr. Meighen: 


Q. But is it not the case that the regulations are more at fault than the — 
scale of wages?—-A. Well, if you look over the rates of earnings coming to other i 
people of equivalent skill, $4,000 does seem an extraordinary return. 

(). Yes. But the regulation is compelling employment where employment) 
really is not needed and this seems to me much more indefensible than the 
liberal wage?—A. Yes, I agree heartily. 

[Prof. John L. ‘MeDougail.] 
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By Hon. Mr. Murdock: 


'Q. Mr. McDougall, would it be fair to ask you, what are the comparative 
_ rates of wages of professors in the United States and in Canadian colleges?— 
A. I don’t know. I think, speaking generally, that the scale for the men at the 
top of the particular listing is double in the United States to what it is here. 
Coming down ‘at the bottom, I think the scale might be about 30 per cent higher 
in the United States. 


—— = 


By Hon. Mr. Cote: 


Q. Mr. McDougall, when you say that the present rates of railway em- 
ployees are higher than equivalent pay, you mean to employees in other occu- 
_ pations?—A. Yes, I am speaking mainly of train and engine service. 
Q. I am very much interested in your statement, because last year I asked 
early in our proceedings that some figure be supplied to us on that very point. 
_ I was told that our statistics department was unable to provide the information. 
So we went without that figure. Now you have made the statement, would you 
go into that in a little more detail and give the foundation for your statement, 
for the comparisons you make?—-A. Based on volume 5 of the Census of Canada 
for 1931, sir, you can show that males earning more than $2,950 are—I quote 
from memory—about 8 to 9 per cent of the total number earning wages. If you 
take in farmers and others who are operating on their own account, gainfully 
employed, it would mean, I think, people earning better than $3,000 are less 
than 7 per cent. But I feel quite confident that engineers and conductors who 
_ run above that figure are not in skill at the top of the 7 per cent of the popula- 
tion scale. For the engineers it would probably be that in earnings they are in 
the top 4 per cent. 
: Q. But you did not compare them with any particular trade or profession 
outside their own?—A. I have not made that up. 


Q. Ido not know whether you have my point.—A. I think I have, sir. 
} Q. You take a trainman, did you compare his earnings for so many days’ 
7 work a year with those of some person occupied in another trade, a street 
fae conductor, for instance?—-A. There is no comparison at all there. 
a Q. You were asked about university professors a moment ago. It is an 
amusing question, but it is not a basis of comparison. I want a basis of 


ae 
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- comparison which is really warranted.—A. You are asking for specific rates. sir? 


we 
i] 
: 


Q. What about the income of a street-car conductor compared with that of 
a trainman?—A. In the Grey Coach Line service operating out of Toronto, 
where the conditions are unusually favourable for motor-coach operation, 
the men work a ten-hour day and get about $1,800 a year. So you can 
compare that, I think, fairly against a passenger engineer working fifteen 
days a month and drawing something like $4,000. 

i 
By the Chairman (Hon. Mr. Beaubien): 


QQ. Fifteen days of eight hours?—A. Fifteen calendar days, which might be - 
i ‘more than eight hours. 


By Hon. Mr. Black: 


i Q. The rate of pay for these engine men and train men does not seem 
a to be so high basically; it is the regulations and interpretations and conditions 
; throughout “that bring the total of the earnings to a very high scale, isn’t 1t?— 
A a would be inclined to say both, sir. 

3 _Q. Now, these are not fixed by law, but by some arbitrary rule made by 
the > brotherhood, and agreed to by the management?—A. Yes,‘ sir. 
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Q. Therefore there is no reason why the management of the two roads, 
in consultation, should not reduce or cut out these superfluities and get-— 
A. There is no reason whatever if they have the courage and the strength to 
face it. 

Q. Now, these men in the railway trades are intelligent men, and they 
do as we all would do—they hold on ito their high rate of pay as long as they 
reasonably can; and one reason why they do it is that the heads of the two 
railway systems have not been strong enough to meet them.—A. I think, sir, 
there is something else again. These unions are international unions, and the 
difficulty of breaking away is really very great. I think the situation is maturing 
in the United States in the same way it is here. For instance, in the report 
of the recent Emergency Board to the president—the Board was appointed 
on September 27, 1938—the railways of the United States made what I think 
was a rather unwise basis in asking for a reduction of pay. To quote from 
the final page: 

Consideration of savings in labour costs could also focus upon certain 
problems that should engage the attention of management and men more ~ 
openly than has hitherto been the case. These flow from regulations 
prevelant in the operating service that call for pay not commensurate 
with the amount of additional benefit rendered. Some of these regula- — 
tions have been relaxed or dropped, but a frank candid inquiry as to 
their equitable nature could well be made the obligation of both — 
management and men. 


Q. Now, while these unions are international, that is only an argument. — 
They do not control Canada in any way. A 
An HonovurRABLE SENATOR: Sure! f 


By Hon. Mr. Black: a 

Q. They do not control, except insofar as they are allowed to.—A. If © 
you have an international union which is committed to a given situation, and — 
it is under fire in one spot, and there is a strike there, and they assess and pay — 
strike pay in this one small area, they can hold out for a long time. a 
What I am afraid you are getting at, then, is that there is no relief. If © 
that statement is correct, these people are all-powerful, and not reasonable. © 
I seems to me the management of the railroads in consultation with the men ~ 
should endeavour to get an agreement. If wages, according to your figures-— — 
and they are very interesting—were reduced to a sound average wage, a high | 
comparative wage, there would be a saving of $30,000,000 or $40,000,000 a — 
year.—A. I think it very likely that while you would make savings on particular 
trains, you would then feel free to offer services at other places, and increase — 
your train miles so that you would have a greater saving than the money © 
saving would show. So I think there is a reason why the employees might ~ 
be ready to consider this matter. a 
Q. I am assuming that they would be reasonable in a conference properly ~ 
held. But if nothing could be done—let us assume that they would not agree to ~ 
- any re-adjustment—what then?—A. I think, sir, the railways have put a © 
tremendous effort into having good relations with their men. The two large rail- _ 
ways have departments of personnel which do nothing else. But when you per- — 
ceive the kind of destruction that has gone on over the past twenty years, you will ; 
see that good will can be bought at too high a price. bi 
Hon. Mr. Donnetity: While I am not a member of the committee I am a ~ 
member of the Senate— 


Hon. Mr. Danpuranpb: You are at home. 
@ 


Hon. Mr. DonneLty: Thank you. I wish to express my appreciation of the’ ie 
manner in which Mr. McDougall has ore utterance to views held by man 
aie John L. McDougall.] 
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“people. I have heard similar views expressed several times, but the difficulty 
foreseen is that if the railway companies attempt to make a change they will be 
met with a strike; that if the Government of the day attempts to remedy it they 
will feel the effect in the next election. These are two objections that I have heard 
most frequently in regard to any proposals made to remedy the situation. 
Hon. Mr. Buacx: Of course that is the difficulty. We seem to be faced 
with the idea that there is a great field for economy and saving. But we are 
afraid to do anything. I wonder what would be the effect if the railways reduced 
wages anyway? Would it not be better to have a tie-up for six months or 
a year until we get settled? 
The Wrrness: I question whether that railway strike would last six 
months to a year. Those who were forced out of employment have some kind 
_of organization, and there is a reference to their offer to the railways to operate 
_trains below the rates charged by the regular men. I would think, having regard 
_to the rise of other means of transportation, a strike is much less serious than it 
would have been twenty-five years ago, and those who have been out of 
employment for the last six years might very well walk in. 


By Hon. Mr. Dandurand: 
Q. Have you the number of men who were laid off by both railways since 
_1930°—A. I can give this figure. In 1926 there were 25,223 men in those 
_ classes, as an average; in 1928 the figure had risen to 109-5 per cent of that; 
in 1932 it fell to about 66-7 per cent, and in 1937 it was 77-2 per cent, so the 
figure is now about 19,475 men. 

By Hon. Mr. Parent: 


~ — Q. Out of work?—A. No, in work. There are roughly 6,000 odd men who 
Bhave gone out. Of course it was very much more than that in 1922-23. 


By Hon. Mr. Murdock: 


‘Q. Would you give us your view on one point that certainly would be used 
or comparative purposes? American railroad men running into certain of our 
‘terminals, particularly Montreal, and through the southern peninsula, are 
receiving wages of ten to thirteen per cent higher than those received by Cana- 
‘dians they come in contact. with—A. That figure of ten per cent to thirteen 
“per cent was a comparison for all the years between 1926 and 1935. It did 
get down as low as nine per cent. 

Q. Before the last increase in the United States?—-A. What was the ques- 
n, sir. 

_- Q. What kind of an apology would you make to Canadian railroad men 
generally for permitting a continuance of that condition under which men in 
imilar conditions who are getting ten to thirteen per cent less now would be 
reduced?—A. This is a country which on the whole is less productive than 
the United States per head of population, and therefore it is impossible to pay 
as much. In fact, the earnings in other occupations in this country are very 
much more than ten per cent below those in the United States. Even with 
‘the disparity complained of, railway men are better off here than they are in 
e United States. 

~ Q. Do you say that all Canadian wages are very much below those in the 
United States?—A. Yes, sir. Naturally it spreads over a range, but the central 
ndency is to have very much lower wages in Canada than in the United States. 
e productivity is lower per head. 


i} By Right Hon. Mr. Meighen: 
 Q. Before you would apologize you would want to be sure that their 
- was right—A. Oh, yes. 
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By Hon. Mr. Murdock: ‘hpxe. ewoly Istoia DIAS event ea 
' Q. Then your thought is that > ‘Canadiaa railroad men’s wages are about c 
twenty per cent too high?—A. May I put it this way? Railway men’s wages 
in Canada are now higher in relation to those of other people in Canada than 
American railway men’s wages are in relation to those of other people in the 
community. 

Q. You had better check up on some of your figures, professor. 

Hon. Mr. Ropinson: Going back, this graph of the tendency of the tae 
ways is rather depressing. Last year we had some evidence which indicated that — 
we were just down in a little hole, but would come up again, and many figures ~ 
based on the actual operations of the previous years were given to guide us in 
future years. But I judge from this graph which you produce that you do not 
think there is much prospect of coming back, but that we are on the down ~ 
grade. It looks as though we were going to continue, and any figures based on | 
the past would be misleading, and the situation instead of getting better is — 
going to be more aggravated as time goes on. Am I right?—A. I think you are, — 
sir. First, motor transport is nipping off all the traffic where rates are high, and ~ 
second, the volume of tonnage per capita which the railways once got they are ~ 
no longer getting. I prepared a table showing the volume of freight traffic ~ 
adjusted to the population, freight traffic carried per capita. The only long series ~ 
there is one which includes duplication. That is, it is freight originated in — 
Canada, freight interchanged between Canadian railways and freight received — 
from foreign railways. So it has certain faults. But it is a long series; it runs © 
from 1875. From 1875 to 1920, freight traffic per capita on that series was © 
~ increasing by 5:35 per cent per annum, a simply tremendous change. That isa ™ 
change which is adjusted for the rise in population. Now, then you flatten off q 
after that, and from, say, the 1913 peak you just get back there at 1926 or 1928. 
And at 1932 you are down at the level of 1903. So I am not prepared at all to. 
think that this is merely a depression phenomenon. oo 


By Hon. Mr. Horsey: 


Q. Why did you begin at 1921?—A. I started at 1921 only because the” 
national income series begins there. I would very.much like to go back and — 
see what the normal movement of the business cycle is, but the income figures” a 
are not there. ae 

Q. But there has been a gradual falling, you think?—A. I would place the . 
term as not later than 1923, and it may be earlier. I find it significant on that , 
chart that in the passenger service 1923 is the one year where it is higher than 
the preceding. After that it is continuously downward. And in the freight 
service, 1923, a good crop year, was higher than 1921. 


By Hon. Mr. Calder: a 
Q. That graph covers a period since the last war?—A. Yes, sir. hy o 
Q. It also covers a period when, for about nine years in Westen Canadal 
we practically had no crops. But if this old world ever straightens itself out and 
all these restrictions and other things that exist now all over the world dis- 


hint so. ql think the very most I sould ever hope for, under the most five a 


able conditions, would be to have that percentage flatten, merely to run lo 
That is the most optimistic thing qT can foresee. a 


| concerned, was that they had a trivial effect on our railway earnings. 
they took away from the railways amounted to very little. 
[Prof, John L. McDougall.] 
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Right Hon. Mr. MricHen: I did not get that impression, Senator. That 
was with regard to interprovincial traffic, but not the local. 
' Hon. Mr. Catprer: My impression is that it was said to be very small. 
Hon. Mr. Danpuranp: That is the interprovincial traffic. 
Hon. Mr. Haic: We were told that'98 per cent was provincial, and ioe 
have taken all the good part of that 98 per cent. 
The Witness: The freight revenue in 1937 was $270,500,000. I understand 
that the gross revenue from motor operations is in the eighbourhood of $60,000,000. 
That does not take into account the further loss of revenue which comes when 
the railway keeps traffic but at a lower rate. 


y 


By Right Hon. Mr. Meighen: 
+ Q. When the rate is nob Yes. If they cut their rates, it all comes 
out, of the net revenue. 

Q. Did you ever know a downward drift of an industry, extending over a 
period of as long as eighteen years, that was definitely reversed? Did you ever 
know of any such industry in history?—A. I only know of one book on the 
subject, Kuznetz’s Secular Trends in Production and Prices, and it covers more 
the growth period than the time. 

Q. That is different—A. But the argument there was that growth which 
was faster than the growth in population, eventually flattened out; that it was 
impossible to maintain it. 

: Q. But when there has been a downward drift in an industry over a 

_ period of eighteen years, I venture the assertion there has never been a rever- 

~ sion.—A. In relation to the railways I think, sir, it is possible to overstate the 

ee ranent weight of motor competition, What we are doing up to the present 

_ time is comparing railway prices with motor costs. The Chevrier Commission 

; E suggested that the absolute minimum for motor freight rates under present 

conditions should be about 2 cents per ton mile. If the railways could get the 

_ traffic, they could grow fat on one cent per ton mile. 

*» Q. That may be. That does not answer the question—-A. At the present 

_ time I do not think any of the provinces have begun to face the weight of 

_ costs which the highways they are putting in are entailing. ‘These. are being 

_ absorbed in capital and in depreciation that is not being met. Now, if and 

_ when they are forced into that, I think you will find a relief. I do not think it 

- is a near term in the least; it may be another ten years. 

| .Q. You think there might be a definite drift upward over an extended 

a ppericd, in the railway business?—A. I think this way, sir, if I may speak to 
_ the report of the Chevrier Commission: in that report it is quite clearly recog- 

i, nized that the heavier vehicles entail an additional cost. The principle is 
admitted. But when it comes to applying it I think the Commission just runs 

‘ right around the question and fails to meet it. So that if and when the costs 

( finally come in and force the provinces to assess these heavy vehicles much 

4 more heavily than they now do, then the competitive power of the railways will 

be very greatly improved. It is a hope and it is a long-term hope, but it still 

cau suggest that you would flatten rather than continue to decline. 

~~ Q. You might flatten, perhaps, for a while. 


:. _. Hon. Mr, Brack: That is not very encouraging for an increase in business. 


By the Chairman (Hon. Mr. Beaubien) : 
; Q. But do you not think that even if the provincial governments inter- 
Boned, transportation by truck might by that time be developed considerably? 
There might be better trucks, larger trucks, and so on?—-A. Well, sir, the total 
size of the trucking industry is dependent at the present time on the amount of 
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subsidy it draws from provincial treasuries and from other users of the roads. 
I can see on that basis almost any level of development. 

Hon. Mr. Ropinson: Mr. Chairman, is it too late to start on another line 
before adjournment? Fi 
_. Hon. Mr. Hate: Yes. h 


The Committee adjourned until 3 o’clock this afternoon. 


The Committee resumed at 3 p.m. 


Hon. Mr. Rosrnson: Mr. Chairman, I should like to ask the witness his 
views on the question of a solution of our difficulties by increased population. 
We have heard that advocated. What effect would it have on the railway — 
situation, and what does he think about it? Would that be in order? 

The CuHarrman (Hon. Mr. Beaubien): It goes outside the ambit of his 
evidence. 

Hon. Mr. Rosprnson: What is his idea? ; 

The Witness: May I answer, Mr. Chairman, if I restrict myself to five 
minutes? ‘ 

The CHAtrRMAN (Hon. Mr. Beaubien): Yes. 

The Witness: First, a great deal depends on what you have to offer people 
who come. You have to offer them more than a share of the national debt. 
Second, it depends on where they are to be placed— 

Hon. Mr. Danpuranp: I thought that would be one consideration. 

The Wirness: —that if they are in the export trade producing heavy — 
tonnage, then probably they would be a very great help. I am not so certain 
that it means anything very much if you segregate them in the urban centres— 
certainly not nearly so much. It again comes back to that question, the ~ 
movement of population which is encouraged by the existing price structure. 
In the proceedings of the Canadian Political Science Association, 1934, pages 
220 to 237, Mr. W. D. Hurd published a study on Population Movements in — 
Canada, 1921 to 1931. In that study he showed, first, that between 1921 and 
1931 the net loss of the prairie west in native-born was 66,000 people; second, — 
that the net movement out of rural Canada in the same years, 1921 to 1931, © 
-was 408,000, made up of an outward movement of 550,000 native-born and a ~ 
partial replacement of 142,000 foreign-born. That is a net movement only. — 
If you take into account the foreigners who come in, go on the land, and then © 
leave it again, you have figures in the order of 670,000 to 700,000 people. That — 
occurred in a period when agriculture was expanding, the expansion being in © 
the order of 16 to 21 per cent, depending on whether you take the total amount ~ 
of land in farms or the improved area of farm land. That period, 1921 to 1931, — 
was one which was extraordinarily favourable by comparison with the period © 
to date since 1931. Given the continuance through 1931 to 1941 of the same ~ 
forces which were present in the period 1921 to 1931, you would have a net ~ 
exodus from our rural areas of 800,000 people. I do not need to say what has ~ 
happened in the deterioration of the economic opportunities in our rural areas. — 
Now, where do you put people if that is all the inducement to work upon? 


By Hon. Mr. Robinson: eye 

Q. That is what I want to know. Perhaps you can tell us—A. It is easier — 

to analyse it than to give an answer. 
[Prof. John L. McDougall.] 
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i By Hon. Mr. Horsey: © 

Q. Mr. McDougall, have you got the figures worked out for the United 
_ States earnings in proportion to income from 1921 on?—A. Earnings and national 
- income? 
| Q. Yes—A. I have not that, sir, but Mr. Leslie Thomson in his book has 
_ done something very similar, drawing on the work of Colonel Leonard Ayres, 
of the Cleveland Trust Company, and it shows an identical movement. I can- 
not give the exact page. 

Q. It is just a severe drop?—A. I do know the figures show a greater drop 
in the number of railway workers employed between 1926 and 1936 in the United 
States than in Canada. So I would judge it is the same thing. It probably 
started earlier there and has been a shade more severe. . 


~ 


By Mr. Biggar: 
Q. One of the members of the committee has asked me to ask you to expand 
a statement you made that it would be a grave mistake to set down as entirely 
due to motor traffic the depreciation in the railway situation that is indicated in 
Table 1—A. It is much easier to state it negatively than positively. The rail- 
_ way’s own estimate as presented to the Duff Commission was that the loss in 
_ revenue in 1930 through motor competition was in the order of $24,000,000. If 
you take the same percentage of the national income as at 1921, that $24,000,000 
- accounts for only one quarter of it. So I am much surer of the fact than the 
- explanation. Various explanations can be offered, as for example:— 
1. A falling proportion of the population engaged in the industries 
F producing heavy traffic; 
2. Approaching exhaustion of certain natural resources, as, for 
example, lumbering in Ontario; 
3. The end of the construction boom associated with the opening of 
the prairie West; 
4, Rationalization of industry in order to economize in transportation 
costs: and 
5. The general tendency of any rising trend to flatten out. 


By Hon. Mr. Calder: 


. ~Q. What about the opening of the Panama Canal?—A. I would think that 
_ was a factor of importance, but I could not rate it. 


Hon. Mr. Buack: It would not affect volume. 
Hon Mr. Caper: It would affect your rail haul. 


By Hon. Mr. McRae: 


Q. The passenger percentages would indicate that from 1921 to 1937 there 
_ was a falling off of sixty-one per cent?—A. Yes. 

¢ Q. That is more serious than the freight drop. Could you give the factors 
that have so far dissipated the passenger business?—-A. It is very hard for 
_ anybody on the outside to do that. I get the grand aggregate figure through 
the railway reports, and cannot tell where it occurred. You get a figure of 
_ passenger revenue from ticket sales, and also a revenue from the sale of seats 
in parlour and sleeping cars. When the figure was first prepared the revenue 
from parlour and sleeping cars was 6-1 per cent of the revenue for carrying people. 
That percentage climbs constantly until 1931, when it is up to about 12 per cent. 
_ Then it falls off slightly. By 1937 it is 12-96 per cent. The figure after 1936 
does not show the full position, because you pay more for transportation in the 
‘parlour and sleeping car after June 1936, than to travel in coaches; so the rail- 
_ ways probably inflate that percentage to show the amount. Now, either those 
_ people who are travelling are travelling soft, or else the losses are entirely on the 
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_ branch lines. 
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By Hon. Mr. Hugessen: 

Q. The branch lines where there are no parlour ears?—A. The people are 
not travelling at all. You can show that continuously the percentage is rising. 
But certainly to stick, as the railways did, to a standard rate of fare of 3-45 
cents right through from 1921 to 1936, in ‘the face of a decline of that kind, 
without any attempt whatever to meet it, is one of the things I would rather 
they explained. 


By Hon. Mr. Murdock: 

Q. Is not the private automobile largely responsible?—A. I think it is, sir; 
but one of the reasons why I came into the study of the railway running trades 
was that I was wanting to find out what could persuade them to stick to figures 
like that in the face of falling volume, unless something was holding them up. 


By Hon. Mr. Black: 

Q. Would not a reduction in passenger rates simply mean a reduction in 
revenue?—-A. That depends, sir. In the southern United States they found 
that as they dropped rates they got more passengers, but not enough more until 
they got down to a cent and a half. Then they made more in net revenue 
than at 3-6 as the standard fare. Then there is the experience of the eastern 
lines. They were compelled by the Interstate Commerce Commission to come 
to two cents. They wanted to fight it, and the only reason they didn’t was that 
the Baltimore & Ohio stood out. They took the two cent rate until some time 
in 1937, when they appealed for two and a half. They were given two and a 
half, and discovered they were better off with two cents. 
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By Mr. Biggar: 


Q. You haven’t got before you the proceedings of the committee. Perhaps — 
I might show you exhibit 10, at page 49. That is the one which shows the 
average passenger journey. You will observe that the average length goes up ~ 
from 1923 until about 1927, then falls substantially, and then has gone up ~ 
very much since 1930.—A. That would suggest that it was a falling off in the _ 
branch lines travel. x 
Q. The comparatively short journeys in coaches as distinguished from the : 
comparatively long journeys in parlour cars and sleepers?—A. Yes. A 
Q. Now, you think that independently of the development of the motor — 
traffic—because I think you say the motor traffic did not become important until 
1929-30?—A. Not in freight traffic. That is, in so far as it did take traffic j 
from the railways, it was cheaper in net revenue to let it go than to reduce © 
the rates and fight. It was not until 1933 that they did make general reduction 
Q. You don’t know how long before that there had been pressure?—A. It — 
was growing, but in their judgment it was worth while to ignore it—and I am 
not convinced that they were wrong. They may have been slow, but they were | 
not badly wrong. ‘| 
Q. Now, with regard to freight, do you know whether the same falling 
off appeared in the United States?—A. Yes. Pa 
Q. Some of the reasons you suggested for the falling off in Canada would — 
hardly apply to the United States—A. I think the same influences are there. 
Q. The exhaustion of natural resources?—A. You have the exhaustion of 
natural resources in the east, in lumber, even more than here. a 
Q. Is there anything in the increase in the self-containedness of areas, the” 
kind of thing that is said to be affecting international trade?—A. There is ‘thi 
I think. At the beginning of the railway period it was cheaper to manufactu 
at certain very narrow centres and move your products out. The whole develop 
ment of New England was on that basis, and the relative decline since es 
[Prof. John L. McDougall.] i. 
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sa Brae of that. The course of the steel industry proved the same thing— 
the movement towards Chicago and away from Pittsburg. As you develop 
skull you move labour towards materials and the final market. 

_ Q. And your actual movement of tonnage falls in proportion to population? 
A. Yes, although in Canada that is qualified by the tremendous importance 
of the grain traffic in ton miles per capita. In 1923 we were up near the top. 
In ton miles of grain traffic per head of population, there was 4,231 in 1928, 
and that is a higher figure than in any previous year. The fieure in 1923 was 
3,781 and the previous high figure was 3,869 in the year ending June 30, 1917. 
The corresponding figure for 1937, which is again the best since the depression, 
‘is 2,421. The grain traffic, on account of the long movement, does lift that 
figure. 

4 The chart referred to by Professor McDougall was filed as Exhibit 98. 
Mr. Biacar: This chart may not appear in the same number of the proceed- 
: ings as to-day’s evidence, as it may take a little time to photograph the chart. 


The Committee said they would hear Mr. Meikle of Winnipeg. He is 
here now. 


Mr. ALLEN MEIKLE was called as a witness. 


By Mr. Biggar: 
 Q. Mr. Meikle, I understand that you are the President of the Canadian 
Federation of Labour?—A. Yes sir. 
— Q. You are speaking on behalf of that Federation, which includes some 
“railway employees?—A. Yes sir. 
_  Q. Have you got a submission that you want to make to the Committee? 
—A. Yes sir. 
 Q. Perhaps you might tell the Committee how the Federation of Labour 
is constituted, and what its relation to railway labour is, before you go along. 
_ Right Hon. Mr. Meicuen: It is all labour? 
' Mr. Biccar: Yes. 
_ The Wrrness: Before you ask me any more questions, Mr. Biggar, I would 
e to say something in reference to what happened here at the last meeting of 
s honourable Committee. I have a press report here, dated Ottawa, March 15: 
The Canadian Federation of Labour was formed in 1936 for the 
express purpose of clamouring for railway unification, Senator James 
Murdock, Liberal, Ontario, declared to-day in the Senate Committee 
inquiring into the railway situation in Canada. 
at is a true report of what Senator Murdock said, I want to say here it 
terly and damnably untrue. 
Hon. Mr. DanpurAND: You can give your evidence politely, Mr. Meikle. 
_ Hon. Mr. Parent: How do you spell that word you used? 
_ The Wirness: It is good English. It is used to emphasize a statement. 


Hon. Mr. Murvocx: The report as made in the press is quite correct, and 
n be proven so. 


By the Chairman (Hon. Mr. Beaubien): 


Q. Mr. Meikle, would you be good enough to use parliamentary language, 
uch as you can?—A. Yes, I will. Mr. Chairman, we have come to a sorry 
in a free country, when a group of citizens who dare express their opinions 
public matter cannot do so without their motives being impugned by 


‘of 


in privileged and restricted positions. The statement, as I said, is totally 
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untrue, and when anybody attempts to try and substantiate that, probably I 
will have something more to say about it. ; 

With your permission, Mr. Chairman, I will read the memorandum. 

Hon. Mr. Murvocx: Half a minute. Perhaps we might develop some 
other facts now, if you do not mind, Mr. Chairman. Mr. Meikle is here 
speaking for the Canadian Federation of Labour. I think we all appreciate 
the fact that the component parts of any federation are the representatives of 
certain organizations. Would it be unfair to ask Mr. Meikle what organization 
he belongs to? 

Hon. Mr. Hate: Mr. Chairman,— 

Hon. Mr. Murpvocx: Just a minute. 

Hon. Mr. Hare: I take a point of order. I do not think that question 
should be asked. We have not asked any other representatives of labour whom 
they represented. They said they represented certain people or organizations. 
I think the question is out of order. It is only going to cause a bitter discussion 
over this and that form of labour. I do not think we ought to go into that. 

Hon. Mr. Murpocx: You are right. It would only go to prove what I 
said the other day— 

Hon. Mr. Hara: Don’t let Senator Murdock put words into my mouth, 
Mr. Chairman. 

Hon. Mr. Murvocx: Let it go. 

Hon. Mr. Haic: I do not think the question that Senator Murdock asked 
should be allowed. The rest of us do not bring our labour opinions into this 
Committee, as one gentleman on this Committee does. When Mr. Meikle is 
through, if he wants to go into an argument with Senator Murdock, let them 
go to it. I will listen. 

Hon. Mr. Danpuranp: I thought, Mr. Chairman, that at the outset we 
should have obtained from Mr. Meikle a list of the members of the Canadian 
Federation of Labour, so that we should know what he represents. 

Hon. Mr. Hata: That is all right. 

The Wirness: Yes, I can give you that. ) 

Hon. Mr. Danpuranp: And he could perhaps tell us at the same time how 
those members of that Federation expressed their views, so that we may know 
whether he is speaking for them all. 

The Wrerness: I would not say, Gentlemen, that I speak for all the 
members in the Federation. I speak for the Canadian Federation of Labour, 
for the majority in that group. 


By Right Hon. Mr. Meighen: » 
Q. Who are the Federation, Mr. Meikle? What constitutes the Federation? 
__A. It is made up of different organizations from coast to coast in Canada. 
I have a list of them here. I could give you the main ones off-hand. | 
Hon. Mr. Cauprer: Take your time. 
The Witness: I have so many documents here— | 
Hon. Mr. Murvocx: While Mr. Meikle is looking for that, may I quote 
from the Winnipeg Tribune, of the 17th of this month? Winnipeg is wher 
Mr. Miekle comes from. ¥| 
The Cuarrman (Hon. Mr. Beaubien): I think we ought to get his answel 
to the question first. y 
The Witnuss: I will give the names offhand, anyway: The Building 
Trades Workers of Canada; the Transport and General Workers Union 0! 
Canada; the Electrical Communication Workers of Canada. And the One 
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Fic Union is a component part of the organization. There is the Saskatchewan 
Coal Miners’ Union, and a dozen or two locals in general unions all over 
Canada. There are general workers, sugar workers, labourers, and different 
‘classes of men all over the Dominion. 


By Hon. Mr. Hugessen: 
Q. How many railway workers do you claim to represent?—A. I could 
not tell you offhand. I admit the railway workers in the Federation are not 
very numerous, because of certain discrimination that took place many years 
ago, where men lost their jobs because they had belonged to a Canadian union. 
That depleted our ranks. But the rest of the workers in Canada, eI 
about 52,000, belong to the Canadian Federation of Labour. 


By Hon. Mr. Calder: 
Q. That covers all the organizations you referred to?—-A. Yes, sir. 
Q. The 52,000?—A. Yes, sir, all over Canada. 


By the Chairman (Hon. Mr. Beaubien): 
—  Q. If you have finished answering that question, will you proceed now 
with your memoradum? 
Hon. Mr. Murpocx: May I now quote from the Winnipeg Tribune? 
The CHatrman (Hon. Mr. Beaubien): Yes, if you want to. 


Hon. Mr. Murpocx: And I will ask Mr. Meikle how correct this is. I 
am reading from the Winnipeg Tribune of March 17, 1939: 


0.B.U. OUSTED BY FEDERATION 


Ottawa, March 17——-The One Big Union has been suspended from 
the Canadian Federation of Labour because of “delinquency in payment 
of affihation fees,” W. T. Burford, secretary-treasurer of the federation, 
said here Monday night. 

There are about 3,000 O.B.U. members affected by the suspension, 
and the membership of the federation will now stand at 40,000, Mr. 
Burford said. 

The O.B.U. is a western organization, with headquarters in Win- 
nipeg. 

0.B.U. DECIDED TO QUIT FEDERATION 


Suspension of the One Big Union from the Canadian Federation 
of Labour, announced in Ottawa, did not surprise R. B. Russell, 
secretary. 

He said the O.B.U. took the first step to discontinue affiliation 
with the C.F.L. 

“A month ago we advised the executive of the C.F.L. ones it 
stopped propaganda in favour of railway unification we would withdraw 
from affiliation,” said Mr. Russell. 

He added the C.F.L. had not halted its “ unification propaganda,” 
and at an O.B.U. executive meeting Thursday night it was decided the 
western organization would immediately discontinue its affiliation. 

Mr. Russell said the O.B.U. had 23,000 members “throughout. 
Canada.” 


A. Yes, sir. 

eC). Then, is it fair to ask, whence comes your authority to speak for a 
ration, when as a member of an affiliated organization you are outside 
e fold?—A. Because I am also a member of the Transport and General 
kers Union, lined up with the Canadian Federation of Labour. 
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Hon. Mr. Parent: So he can transport his views anywhere. 


ee ee 


By Hon. Mr. Murdock: 
Q. A moment ago you quoted the O.B.U. as one of the Wrenner ene Do 
you withdraw that now, or is this statement correct?—A. Withdraw what? 
Q. Is the O.B.U. represented by the Canadian Federation of Labour here, 
by you?—A. That section in Winnipeg that was responsible for that statement 
has been suspended temporarily, for the lack of paying their per capita tax. 
That has never been discussed in the O.B.U. at any general meeting. 


ee a ae 
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By the Chairman (Hon. Mr. Beaubien) : 

Q. Now, Mr. Meikle, will you proceed?—A. First of all, Mr. Chairman, — 

I want to thank this Committee for the courtesy extended in allowing the © 
Federation to present its views at this time. I will read my memorandum ~ 


ee ee ee ee 


Honourable Members of the Committee: . 
1. In view of certain statements that have been made, reflecting on the ~ 
bona fides of the Canadian Federation of Labour, and impugning its motive in ~ 
advocating a solution of the railway problem, it may be useful to outline the ~ 
history af the Federation and the position it occupies as an organization of © 
Canadian workers. The Canadian Federation of Labour had its origin in 1902. — 
In that year the Trades & Labour Congress of Canada excluded from affiliation — 
such national or independent unions as comprised workers in occupations in — 
which United States unions claimed an exclusive franchise. The national or ~ 
independent unions which refused to surrender their autonomy formed a new 
central body which after an interval adopted the title of The Canadian Federation — 
of Labour. In 1927, in order to achieve a wider unity, the Federation adopted” 
a new constitution and a new title. Some organizations which had held aloof — 
were thereby induced to join. But it was found that the effect of the change 
was to place a certain group in a position to acquire complete control. It became 
necessary in 1936 to revert to the original name of the Federation when its— 
principles of democratic citizenship were endangered. For the Federation has 
always regarded labour organization as something more than economic activity; 
it views the Labour movement as a phase in the age-old struggle of the common 
people for freedom to live their own lives in their own way. It is opposed to- 
foreign domination of Canadian workers’ organizations, and to dictation fror 
any other quarter. It may be distinguished further from other organization 
by its consciousness that a regimented economy and democratic institutions hay 
cutie yet existed together. % 
. It is primarily because the Federation desires the maintenance of a free. 
prec tone in Canada that it is impelled to submit its views to the Special Com: 
mittee on ‘the best means of relieving the country from its extremely seri 
railway condition and financial burden consequent thereto”. While the Federatio: 
is keenly aware that our capitalist system does not always function in a manne 
which is fair to the workers, it realizes that the system exists, and that shoul 
the system cease to operate it would not necessarily give place to a better o 
It is obviously to the interest of both employer and employed that while 
system persists it shall be made to go, and that it cannot be made to go unl 
there is sufficient inducement for venture capital to equip industrial enterpr: 
Allowing for every known or suspected case of imprudent investment, the railway | 
systems of this country represent the beneficial placement of billions of doll 
of capital, and the crux of the railway problem appears to be that that capi 
is not earning even those modest returns which the most severe critic wo 
admit to be necessary to maintain economic health. One great group of railw 
owners receives no return, and another and even greater group, both in Cana 
and abroad, receives its returns at the expense of the taxpayer, and not a: 
[Mr. Ie Meikle.] 
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result of profitable operation of the industry. On this account the Federation 
is of the opinion that the solution of the railway problem is a matter of concern 
to all citizens, whether indirect or direct taxpayers. It believes that a solution 
_ is particularly in the interest of the railway workers, as well as of the workers 
- generally. A solution is desirable if for no other reason than that a large cause 
of the present psychology of pessimism would thereby be removed. Freed from 
that incubus, new confidence might be expected to develop quickly, and the 
public, having seen one grave disability successfully overcome, would turn its 
attention to other pressing economic problems with greater assurance of being 
able to solve them. ‘The Federation also desires to express the view that the 
financial problem of the railways (or of the taxpayers) is part of the larger 
_ national problem of the duplication and overlapping of transport facilities in 
Canada, a superfluity of service and equipment which has greatly increased the 
burden of public debt, thereby raising an obstacle to social reform and lowering 
the general standard of living while undermining established conditions of 
~ unemployment. 
q 3. The Federation has stated its views upon this larger problem to the 
- Dominion Government. It has urged upon the Government the elimination of 
_. duplication, as far as possible, in all transport services and the integration of 
road, rail, and water transport as far as these services are subject to Federal 
- authority. It believes, however, that regardless of what may be accomplished 
- in other spheres of transport service, the financial situation of the railways 
_ warrants their complete co-ordination, under one management, not only in the 
- interest of the taxpayers in general (who include the workers of all occupations) 
_ but particularly in the interest of the railway workers. During the last eight 
_ years many thousands of railwaymen have lost their employment largely 
_ through piecemeal measures of co-operation. These workers have received 
no compensation whatever for the loss of their jobs, whereas in the United States 
and Great Britain railway co-ordination has been carried out with full provision 
for all the employees concerned. The issue has been deliberately confused in 
_ Canada by the injection of the question of ownership. Under the only method of 
- complete co-ordination that has been proposed, ownership would not be effected. 
Assurance has been given that adequate provision would be made for all present 
employees either by separation allowances to maintain any displaced workers 
while they were securing employment elsewhere, or by a reduction of the pen- 
sionable age. The Federation believes that both of these provisions are essential 
to a fair settlement, and that the lowering of the pensionable age will prevent 
any loss of employment or displacement of labour, as the whole process of 
adjustment would be bound to take several years. The alternative to co- 
ordination, so far as railway workers are directly concerned, is the continuance 
and the extension of the present process of staff reduction, with part-time em- 
ployment and generally depressed living standards for those who remain in 
railway service. The whole burden of the depression in the industry falls upon 
the lower-paid workers; the higher officials are seldom affected. 
_ 4, Although, on general grounds of social policy, the Federation emphasizes 
‘the need to provide compensation for railway employees who might be laid off 
as the result of railway reorganization, the number of railway workers has been 
reduced to such an extent in recent years that it does not see, either in the con- 
tinuance of the present structure of the industry or in the modifications of that 
structure that have been publicly advocated, any serious threat of further 
curtailment of employment for the present railway staff. If, however, co- 
ordination should result in more rapid rationalization than its advocates an- 
ticipate and thus lead to dismissals of present employees, it is submitted that 
‘the companies should be obliged to recompense them on an agreed scale. Due 
‘provision has been made in other countries for employees affected by recent 
railway reorganizations on a national scale, and there is no apparent reason why 
the compensation plans approved by the railwaymen’s unions in Great Britain 
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and the United States could not be adapted to’ the situation in Canada. The 
objections that have been expressed by Canadian railway employees to measures 
designed to put the industry on a sound economic basis seem to be prompted 
by the one factor which differentiates the Canadian situation from that of other 
countries, namely, the existence of a state railway in competition with a privately 
owned railway, 


5. In this exceptional circumstance the Canadian Federation of Labour 
sees added reason to hope that a solution of the railway problem will be 
promptly found and applied. In common with other labour organizations, 
the Federation respects the policy of public operation of public utilities. It 
deplores the discrediting of that policy by the misfortunes of the state railway, 
but it does not believe that loyalty to a great experiment in public enterprise 
enjoins blindness to the public welfare, and it doubts whether the faith of 
working men and women in what is commonly miscalled public ownership 
would long survive a realization that adherence to a fetish is needlessly cost- 
ing the average family about a week’s wages every year in taxes. The measure — 
of railway co-ordination proposed by the Canadian Federation of Labour does — 
not involve the relinquishing of the national equity in the railway industry: 
that indeed would scarcely be possible in view of the existing liabilities. It is — 
simply proposed that the railways should be operated under a single management ~ 
as one enterprise. It may be noted that the co-ordinations of railways which 
have occurred in Great Britain and the United States have not been complicated 
by questions of public or private ownership, and in Great Britain although the 
workers have advocated a state monopoly they have not carried that agitation 
_ to the point of interfering with rationalization. They do not insist today any 
more than they did in 1921, when some 120 railways were merged into four — 
companies, that public ownership shall be a condition of co-ordination. Their — 
motive in pressing for the elimination of extravagant duplications of service is 
to place the railway industry on a sounder economic basis and to enable it to 
improve conditions of employment. 

6. The demand of the British workers for further rationalizing of the rail- _ 
way industry is made in full confidence that railway employees will be pro- ~ 
tected as companies are merged. That protection was guaranteed by the Rail- 
ways Act of 1921, with the terms of which honourable members of the Special 
Committee are doubtless acquainted. The act provided that any employees who 
were dismissed were entitled to compensation from the amalgamated companies. — 
Employees transferred to other work were not to be ‘“‘ in any worse position” in ~ 
respect of the conditions of their service. The effect of these restrictions was 
that rationalization of the British railway system was carried out gradually over _ 
a period of years, so that reduction in staff largely corresponded to normal em- | 
ployment attrition, and dismissal compensation payments did not become | 
onerous in amount. The only complaint by the British railwaymen as to the | 
compensation provided in the few cases of dismissal that have occurred is the |} 
general one that the worker always deserves more than he gets. They are con- | 
vinced that the system is fair in principle and they want it to be continued and | 
extended. Thus Mr. Fred Watkins, M.P., the President of the Railway Clerks’ | 
Association, writing in the February 1938 number of Labour, the organ of the | 
British Trades Union Congress, comments: . 


The act of 1921 provided that workers whose employment was ter-— 
minated by the amalgamations were fairly compensated. Similar nda 
other protective measures for security and fair conditions of employment — 
must be included in the plan for co-ordination. - 


7. Similarly in the Emergency Railway Transportation Act passed by thea 
United States Congress in 1933 is was provided that reductions of staff neces- 
sitated by co-ordination should be limited to 5 per cent of the employees bem 4 
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annum, which is the normal rate of staff attrition through death, retirement, and 
. change of occupation. This act was supplemented by an agreement between the 

unions and the railway companies in May 1936 which brought the benefit of 
dismissal compensation to all employees laid off, including many who were not 
protected by the terms of the act. Displaced workers have the option of demand- 
ing a lump-sum settlement, or of being paid 60 per cent of their average monthly 
earnings for a specified number of months, depending upon their length of ser- 
vice with the railway. The scale of payments is as follows: 


Period of 

Length of service Payment 
Trend Messetlom woeyoans fen, eto teue 64 cares) GO. MOUS 

Paola alesse tate 3S Meats sue li es soe. 4) 12: months 

BE OUCIdeSSMEI AN @ OF VEATS EM ta Nee vetcietc se ) LS MOnbis 

Orandmlcss than lOnVearsie ous es Sele ieee OO) MOuunS. 

TORand Mess’ than lotyearsie co ee ey” 48" months 
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By Right Hon. Mr. Meighen: 


Q. That system of compensation applies where?—A. In the United States 
_ of America. 

i Q. Is the British system much the same?—A. On a similar basis. It is 
hardly as lucrative. 


By Hon. Mr. Calder: 


Q. Are the men permitted to do other work?—A. Yes. 

Q. They do not: have to account for any moneys earned in other occupa- 
-tions?—A. No, they are compensated for loss of employment. 

Q. Loss of railway employment?—A. Yes. 

8. The advocates of railway co-ordination in Canada have expressed an 
intention to protect the interests of the workers now dependent on railway 
employment. At the normal rate of attrition 1t would appear that retirement 
from the service on account of age, death, disability, and other causes would 
permit a staff reduction of five or six per cent per annum, as compared with 
approximately three per cent per annum estimated as necessary for the adjust- 
ment. Thus even should the volume of railway traffic remain at approximately 
the present low level during the estimated five-year period of adjustment, there 
‘would inevitably be a considerable natural reduction in the railway personnel— 
possibly a greater reduction than co-ordination would require. In the alter- 
native, a drastic cut in wage rates would appear to be unavoidable if a sub- 
stantial reduction in railway costs of operation has to be made in other ways. 
‘Thus, for the railway workers the balance of advantage would appear to be, 
at the lowest estimate, on the side of co-ordination, since the economies which 
would be realized would strengthen the railways’ ability- to-pay position relative 
to wage rates. To reassure the railway workers that their interests will be 
fully protected the Federation offers the suggestion that the question of reserv- 
ing a proportion of the savings realized by co-ordination as an insurance for 
tailwaymen’s wages should be considered by the Committee. 

9. The Canadian Federation of Labour would be opposed to any action 
which would bear heavily on the workers. In its view, wholesale dismissals 
er oo- aval ae Secs would be a pe reason to refuse to con- 


f. a real S iietrcs to sea fared on fie ant of trieats He interests, 
no loss of employment need result which would be beyond the scope of just 
and reasonable compensation. The Federation would also deplore any decline 
in the standard of service given by these public utilities, once the spur of 
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competition was removed, and its whole support of the plan of co-ordination is — 
based on an assumption that any Government of Canada would make complete — 
provision against this danger. There is reason to believe that this attitude of — 
willingness to deal fairly by capital is much more in the interest of the workers — 
than would be a continuance of the present dangerous situation. Another reason 
for the Federation’s attitude is that, even if the Canadian people be willing | 
to continue indefinitely the present situation, it will sooner or later produce — 
such a crisis in our public financial affairs as to disturb and possibly wreck — 
the very foundation of our social and economic system. The fact that this — 
Committee is sitting is evidence of a realization of the gravity of the situation; — 
indeed the Committee’s terms of reference are an explicit statement to that — 
effect. 
10. The Federation finds further warrant for its attitude in the serious © 
disruption of labour organization which the present situation threatens. There is — 
a widespread belief in Canada that the earnings of railway workers are unduly © 
high. It is true that the senior workers: in many branches of railway service i 
i 

$ 


have high basic rates of pay and are given the right to preferred treatment in — 
the amount of work they may do before the juniors are permitted to work at — 
all. Up to the present, the growing discontent of the juniors has been throttled 
by threats that unless they remain loyal to the policies adopted by the seniors 
the big bad wolf of co-ordination will get them. Slowly but certainly this © 
transparent falsehood is. being exposed, and the discontent of the juniors is © 
becoming intense. The United States unions which embrace most Canadian — 
railway workers are not associated with the Canadian Federation of Labour, | 
but it is not the Federation’s desire to see their Canadian branches disrupted _ i 
by internal strife. It hopes that Canadian railway workers will remain united — u 
until the growing sense of nationhood leads them to throw off their foreign | 
allegiance and to ally themselves with their fellow-workers in the national 
labour movement. But so long as fear of co-ordination can be used by design- | 
ing groups to repress the workers, so long will there be discontent and disunity | 
in the ranks. The situation militates against the maintenance of good relations — 
and mutual interest in each other’s welfare between railwaymen and othoall 
workers. The selfish inclination of the senior members of the railway unions 
tends to set them up as an aristocracy of labour, and there is no justieation | 
to tax the other workers of Canada for the support of a favoured few. A con- | 
tinuance of present conditions will, it is believed, tend to develop an antagonism — 
between the employees of the two railway systems. The workers employed by > 
the Canadian Pacific Railway are rapidly coming to realize that the solvency | 
of the corporation which employs them is in danger, and, while they are not | 
yet. ready to face an open breach, it is believed that one is inevitable. ¢ 
11. The Federation deplores ‘the growing tendency of Canadian National | 
Railway employees, as such, to interfere in politics. Every citizen has the right to | 
exercise the franchise, but our public life is not based on a theory of the corporate | 
state in which each group of workers is a political unit. Yet this is the present a 
trend. As the fact is well known, it does not need to be stressed in this sub- | 
mission. The Federation, however, believes that nothing more useful could be | 
done than to remove the Canadian National Railways from this too clos e | 
connexion with Government and therefore with party politics. This connexion | 


of ‘He ae a status hich would nae be conducive to efficient hea on or thal | 
present anomalous system in which it is a corporation drawing on the state | 
for its' support yet able to dispute the authority of Parliament even to shag 
its co Gen Mala in any detail. * 


Co-operation as advocated by the Cane. of the Canadian National Railways ton 
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_ would be merely a system by which two costly managements were retained to 
- operate one railway. It would be a confused and complicated situation in which 
the economies which were made would not include the easiest and least speculative. 
eae alarmist suggestions that workers would lose their jobs through co-ordina- 
_ tion, at least by this policy any loss which resulted would be distributed among 
all classes of employees. One president would be out of work more certainly 
than any other employee. The system of co-operation, carried to any extent 
_ where it could accomplish substantial savings, would retain all the highest paid 
_ officials and eliminate duplication only among the lower paid workers. It is 
_ generally acknowledged that it would not save anything like as much as would 
- co-ordination. It would have the special disadvantage that it would maintain 
_ the present system under which the personnel of the state railway intrudes 
in all political discussion with a unity of purpose which betrays a central 
direction. No other alternative has been suggested, except the hazardous one of 
- continuing the existing arrangements in the hope that some miracle will bring 
salvation. 
13. The Canadian Federation of Labour desires to dissociate itself from 
_ the views publicly expressed by various other organizations. The attitude of the 
so-called standard railway unions—i.e., the Canadian branches of the United 
_ States unions—towards the railway problem is mainly negative. They argue 
_ that co-ordination would be disastrous and they suggest that the railway industry 
_ should be exempt from the economic limitations by which other industries have 
_ to abide. The extent and nature of their positive proposals to deal with the 
7 railway problem are revealed in the utterances of Mr. Joseph A. Corbett, a 
_ Canadian official of the Brotherhood of Railway Carmen of America, who 
q recently suggested that the solution of the railway problem lay in the direction 
- of (a) a repudiation by the Dominion Government of its guarantee of Canadian 
_ National obligations; (b) severe regulation of highway and waterway transport; 
and (c) an increase in freight rates on grain, coal, ore, etc. 
14. While agreeing that it is most regrettable that the credit of the Dominion 
- of Canada has been involved to the present extent by railway ventures, the 
_ Federation would not care to share the responsibility of urging any measure 
_ of repudiation of national obligations. Indeed, the prospect that a continuation 
_ of the present policy may ultimately compel repudiation, or inflation of the cur- 
_ rency, is the Federation’s strongest reason for urging intelligent action. The 
_ Federation is aware that repudiation would wreck the whole financial and 
- economic system of the country, and in such a wreck the workers would be the 
first and heaviest sufferers. Wages would lose their buying power; the value 
of the workers’ small bank deposits and their modest insurance policies would be 
4 wiped out by even a threat of repudiation of the obligations of our Government. 
; 15. The pleas that have been heard for severe and restrictive regulation of 
waterway and highway competition can be taken seriously only if it be assumed 
that the intention is to carry this regulation to the point of actually destroying 
this competition. The Canadian Federation of Labour protests against the 
-assumpion that railway workers have any more claim to protection from the 
state than have the workers in competing industries. It is well known that 
conditions of employment in road transport are unsatisfactory, and the Federa- 
tion hopes that the power of the state will be used to obtain fair treatment for 
transport workers of every class. But it is realized that this is not what is 
wanted by those who advocate regulation of road transport to obviate the 
necessity of a change in the railway set-up: they obviously desire measures 
which will deprive other transport workers of employment for the benefit of 
_ the railway workers. 
- 16. With regard to the third of Mr. Corbett’s suggestions, the Federation 
ejects the theory that the railway problem can be solved by increasing the 
burdens now borne by the agriculture, the industry, and the commerce of 
Canada. While nobody would contend that workers should be forced to accept 
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low wages in order to give any industry the benefit of artificially low freight 
rates, it is wholly unreasonable to suggest an increase of freight rates for the 
sole purpose of protecting the railway industry from the results of neglect to 
improve its internal efficiency. If, after waste and duplication are eliminated 
from the railway service of Canada, it should then appear that freight, rates 
are too low to permit economic operation, the demand for an increase in the 
rates would deserve consideration. The provision of transportation at low 
cost is essential to our civilization, and it is felt that every effort should be 
made in this direction before the interest of any single group of workers should 
be permitted to dictate an increase of the freight rates which are paid by the 
primary industries of this country. There is no indication that, at the present 
time, the world wheat market is in any condition to justify an increase in 
freight rates on wheat. Moreover, the coal-mining industry is able to survive 
only because large subsidies are paid by the state for the specific purpose of 
permitting low transportation charges. To suggest that the Government should, 
with one hand, raise the freight rates against Nova Scotia coal and then, with 
the other hand, contribute an increased subsidy to meet these increased freight 
rates, all for the special purpose of enabling the railways to avoid internal 
economies which can be made without any sacrifice of the rights of the workers, 
is to carry an economic absurdity to its illogical conclusion. 


| 
| 
. 


By Hon. Mr. Hugessen: , 
Q. Who is Mr. Joseph A. Corbett?—A. He is Chairman of the American — 
Union in this country. 
Hon. Mr. Hate: That is given at page 9, paragraph 13, of Mr. Meikle’s 
submission. 


By Hon. Mr. Hugessen: 
Q. What is his position?—-A. He is Chairman of the Brotherhood of Rail- 
way Carmen of America. 
Hon. Mr. Caper: It is stated on page 9 that he is “a Canadian official 
of the Brotherhood of Railway Carmen of America.” 


By Hon. Mr. Hugessen: = 
Q. These views of his that you are attacking now, are they views of his — 
organization or his views as an individuali?—A. It would be quite possible to © 
_ quote from a dozen papers throughout Canada similar statements made by 
members of American organizations. 
Right Hon. Mr. MrigHen: We have heard them here. 


The Wirness: It is a common thing to read of some official of an American | 
organization making statements just like that. 


By Hon. Mr. Hugessen: 


Q. But I am asking you whether that is the official policy of the Brother 
hood of Railway Carmen, or what you call the American Union?—A. Yes, 
they have opposed any solution of the railway problem alone. They want to 
keep things as bad as they are. 

Q. You say he has suggested “ that the solution of the railway problem | 
lay in the direction of (a) repudiation of the Dominion Government of its i 
guarantee of Canadian National obligations; (b) severe regulation of highway a 
and waterway transport; and (c) an increase in freight rates on grain, coal, 
ore, etc.” Is there any official statement of theirs showing that this is their i 
policv?—A. Well, Corbett has made it on several occasions. wf 

Q. I know he has, as an individual. 

[Mr. Allan Meikle.] 
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- Right Hon. Mr. MetcHen: If he is Chairman, surely it is official. 
Hon. Mr. Parent: The statement does not say that he is the Chairman. 


Hon. Mr. Hucessen: There is no reason why it should be official. He 
has expressed his individual view, just as you or I might, Senator Meighen. 


The Wirness: We take it that when the Chairman of an organization 
- makes a statement of that kind and it is not contradicted by any of his officials 
throughout the country, it is fairly official. Statements of similar character have 
been made all over the Dominion, as reported in the press. 


By the Chairman (Hon. Mr. Beaubieu): 


Q. Would you continue with your submission, Mr. Meikle?—A. Yes, sir. 
17. This submission would be incomplete if it did not include reference to 
an aspect of the policy of state railway operation which concerns the Canadian 
_ Federation of Labour very closely. Whoever urges more economical operation 
of the railways is promptly accused, from one quarter or another, of being in 
the pay of private acquisitive interests. That has been the experience of the 
Federation, and the incident that occurred when the request was made for the 
present hearing was only the latest of many which indicate the extreme difficulty 
and the risk that have to be faced by a labour organization which seeks to 
express its views on a matter of national importance. An active campaign is 
_ being carried on against railway co-ordination. An elaborate propaganda has 
- been organized among the workers in the railway industry. The officials of 
the Canadian National Railways give the lead to this propaganda, which is 
designed to preserve their own employment by opposing measures to save public 
_ money. The present status of the C.N.R., as a state enterprise which enjoys 
great latitude in the disbursement of public funds, permits a practice which 
_ would not be tolerated in the Post Office, the Department of National Defence, 
or any other department of Government. It is suggested that there is a case 
for an inquiry into the methods that are being used, by an entrenched 
_ bureaucracy with ready access to the public purse, to influence public opinion 
_ in favour of a continuation of duplication of railway services. 
4 18. In submitting these recommendations, the Canadian Federation of 
Labour is mindful of “the inclination of all workers to resist technological and 
- industrial changes involving curtailment of opportunities of employment. It is 
| recalled that a century or more ago handicraftsmen in England smashed the new 
-steam-power machines, in the wild hope of saving their jobs. Such actions were 
_ short-sighted. The industrial revolution, which power machines made possible, 
opened up a multitude of new occupations and new trade channels. Opposition 
to the rationalization of the railways, motivated by the fear of losing jobs, is as 
reactionary as the machine smashing of the Luddites. In the existing economic 
_ system there is an inherent tendency to combination, to co-ordination, and finally 
to monopoly. To work against that tendency is to retard economic development; 
regardless of anything we may do about it the tendency persists. The final out- 
come of this tendency might be central management not only of the railways. 
but also of all other forms of transport. For the time being, however, the 
creation of a monopoly of transport is impracticable. The present proposal to 
co-ordinate the railways, as a single form of transport, contemplates leaving 
them in competition with road tr ansport and water transport, the whole however 
functioning under adequate Government regulation, The Canadian Federation 
‘of Labour submits that this would constitute a step toward improving the 
economic position of the nation, and that no section of the people would benefit 
more greatly than the workers. 
Hon. Mr. Danpuranp: Mr. Chairman, before Mr. Meikle started to read 
his statement, I asked him to give us a list of the various organizations which 
formed the Canadian Federation of Labour, He did not answer that question 
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to my satisfaction. It is in his interest to give us a list of the various organiza- 
tions. I would ask Mr. Biggar to read to him the statement to the Department 
of Labour as to the groups in this Federation, so that he may make any com- _ 
ments he wishes upon that statement. 

Mr. Biacar: Mr, Chairman, the relevant statement of the Department of 
Labour, which appears on page 3 of the Committee’s proceedings of this year, 
is under the heading “ Railway Organizations in Canada,” and is as follows:— 

No. of 
Locals Membership 
Affiliate of the Canadian Federation of Labour: 


One Big Union Ps Aa Shere biaeuces ewe Y 
Weston Shops C.P.R.).. 2 No report § 


Mr. Sutherland, the representative of the Department of Labour who gave 
evidence before the Committee last week, referred to the publication ‘“ Labour 
Organization in Canada, for the calendar year 1937.” He referred to page 27 
of that publication, where the Canadian Federation of Labour is said to have 
been established in October, 1936, ‘“‘ following a disagreement among the execu- 
tive officers of the All-Canadian Congress of Labour.” The statement goes on: 
“ As a result, one group decided to sever relations with the Congress and set up 
a separate organization. The name selected for the new body was the Canadian 
Federation of Labour, which was the name of a national organization formed 
in 1902 but merged with the All-Canadian Congress of Labour when that body 
was formed in 1927. A provisional set of officers was appointed to direct the 
work of the Federation until a convention could be called.” 

There are further notes under the headings: “ Purpose of the Federation,” 
“ Revenue,” “ Representation,’ and “ Attendance at 1937 Convention.” Under 
that last head the following is stated:— 

According to reports presented to the 1937 convention, delegates were 
present representing the following organizations: Amalgamated Building — 
Workers of Canada; Canadian Association of Railwaymen; Canadian 
Electrical Trades Union; Electrical Communication Workers; Canadian 
Federation of Musicians; One Big Union; National Union of Theatrical ~ 
Employees; National Union of Operating Engineers; Canadian National — 
Printing Trades Union; and various local units. 


The last heading on the page is ‘“‘ Membership of the Federation,” and it is ~ 
stated there: — bo 
The Canadian Federation of Labour reported a total affiliated mem- 

bership of 52,622. Of the 72 local unions reported to be in affiliation with 

the Federation, all of which were circularized by the department, only ~ 

39 made returns, showing a combined membership of 8,704. As mentioned 

on page 8, it is not possible to give audited figures of paid-up member- 

ship for Canadian Federation of Labour. Ei 

Then follows a list of the officers of the Federation for 1937, on page 28 

of this publication. - 
On page 8 down about the middle will be found this paragraph:— - 

Succeeding chapters of the present report indicate in detailed form 
the composition and numerical strength of the principal groups of labour _ 
organizations in Canada. 4 

Then after several sentences I find the following:— 

The other two bodies concerned, namely, the Canadian Federatio 
of Labour and the Federation of Catholic Workers of Canada, decline 
to make their records available for the proposed audit. 

_I think that is all in the publication which is relevant. 
‘Mr. Allan Meikle.] 


RAILWAY CONDITIONS 61 


hack Mr. Danpuranp: I think someone in the ee Department stated 
they had circularized various locals. 

_ Mr. Bicear: He said he had had no returns for 1938 so far, but still hopes 
‘to get some. For 1937 they had returns from only 39 out of 72. 

| Hon. Mr. Danpuranp: He stated that he had circularized the secretaries. 
That is Mr. Meikle’s justification for reference to so many associations. We 
pauld have the whole list of the associations that go to form his organization. 
/ By Right Hon. Mr. Meighen: 

Q. You can put that in?—A. Yes, sir. 

q Right Hon. Mr. Mricuren: I should like to ask you a question, Mr. Biggar. 
i have never met Mr. Meikle before, but I know you are a good judge of argu- 
ments and reasons. Assuming this presentation came from an association of 
penitentiary convicts, what would be your opinion of its value? 

| Mr. Bicear: From internal evidence? 

4 


Right Hon. Mr. Mricuen: Yes. 
‘Mr. Bicear: That is one duty that I escaped in this committee. 
4 Hon. Mr. Murpock: You would want to show first positively who did pre- 
pare it I think. 
Right Hon. Mr. MricHen: You can show that if you want to. It is mighty 


Hon. Mr. Meroe: Yes, it is. 


By Mr. Biggar: 
Q. Mr. Meikle, on the point Senator Hugessen was discussing, can you tell 
us so we may have it on record, where Mr. Corbett made this statement which 
is referred to in paragraph 13 of your brief?—-A. He made it in the Windsor 
Star, and it was copied in the Winnipeg Free Press naturally. 
Q. What was the date of it? 
_Hon. Mr. Murpocx: I saw it one day last week. 


By Mr. Biggar: 
Q. It is very recent?—A. Yes. 


By Hon. Mr. Hugessen: 
— Q. I want to point out, Mr. Meikle, that Mr. Corbett does not say in any 
way, shape or form what you contend in your memorandum that he did say. I 
rather anticipated that that might be the case. You say Mr. Corbett suggests 
repudiation by the Dominion Government of its guarantee of Canadian National 
ybligations, severe regulation of highway and waterway transport, and an 
rease in freight rates on grain, coal, oil, etc. This letter says that the real 
causes of the railway deficit— 
Hon. Mr. Caper: What letter? 
_ Hon. Mr. Hucrssen: From Mr. Corbett to the Windsor Star, on which Mr. 
Meikle bases paragraphs 14, 15 and 16 of his memorandum. Shall I read Mr. 
orbett’s letter? 
_ The Witness: Sure. 
_ Hon. Mr. Hucessen: Mr. Corbett writes: — 


_ Eprror, The Windsor Star, 

a Sm,—Mr. Dalton J. Little, secretary of the Citizens Group for Rail- 
» way Action, in a recent letter advises railway employees to agree to 
unification and grab Sir Edward Beatty’s sop before it is too late. He 
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also continues Sir Edward’s contention that unification will not displace 
railway employees, the alleged five per cent retirement annually will make 
the necessary staff adjustments painless. 

Railway employees are not fooled as easily as Mr. Little may think. 
They are aware of the fact during the past nine years of depression, even 
with both railways in operation, that retirements have not prevented 
thousands of men being laid off, still out of service, and that more than a 
15 per cent reduction of working hours in the mechanical trades has not 
solved their unemployment problem. Technological changes, increased 
efficiency and increased productivity of labour have, and are still, abolish- 
ing jobs faster than the staff is reduced by normal retirements. 

If Mr. Little and his friends really desire to find a solution why do 
they evade the real causes? (1) Interest bearing debt; (2) Unfair water- 
way and highway competition; (3) Too low freight rates on bulk com- 
modites such as grain, coal, ore, etc. 


Now, let us go a little further: — 

The $279,447,714.25 of perpetual four per cent to six per cent bonds 
unloaded onto the C.N.R. by former bankrupt, privately-owned railways 
and other high interest bearing bonds continuing to 1970 are amongst the 
causes for the C.N.R. failure to pay out of operating earnings the full 
pound of flesh to bondholders. Some of these bonds date back to 1858. 
The face values of these bonds have in some cases been repaid up to four 
times during the past 80 years, yet the principal remains and interest 
charges continue for ever and a day. In one bond issue of $13,000,000 
over $45,000,000 have been paid and the interest goes on forever. Water-. 
way and highway deficits are costing the taxpayers more than $80,000,000 
annually. 


That is a statement which may or may not be fact, but it is not a suggestion of 
repudiation. 


Right Hon. Mr. Metcuen: It is pretty close to it. 
Hon. Mr. Hucressen: Do you think so? 
Right Hon. Mr. Mricuun: Of course it is. 
Hon. Mr. Hucrssren: I take the liberty of differing from you. 
Right Hon. Mr. MretcHen: Why does he introduce the suggestion? 
Hon. Mr. Huerssen: He says it is one of the causes. + 
Right Hon. Mr. Mricuen: In effect, if we want to improve the condition, 
why don’t we look at the causes? x 
Hon. Mr. Hucrssen: He is referring to the causes. ; 
Right Hon. Mr. Meiaupn: For the purpose of getting an improvement. : 
Hon. Mr. Hucrssen: Mr. Meikle is trying to read into the letter what does 
not appear there. 
Hon. Mr. Murpocx: Read the rest of it. 
Hon. Mr. Hucrssen: Very well. The letter continues:— 
Canadian freight rates are the lowest in the world—0-99 cent for 
hauling a ton of freight a mile. Rates in other countries are up to 3-4 
cents per ton mile. If Canadian railways had received even the Australias 
rate of 2-50 cents in 1937 their net operating income would have been 
.$450,000,000 instead of only $53,000,000. Canada has low freight rates” 
in order to encourage agriculture and export trade. If aio a. 


Oe ee, a 


freight rates in Canadian railways. 
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That is not a suggestion for an increase in freight rates. It is merely pointing 
out that the low rates are the cause of the financial depression. 
Right Hon. Mr. Mercuen: But for the sake of a cure, he says, there is the 
way to look. 
Hon. Mr. Hucessen: No, no; he does not say that. 
Hon. Mr. Murpocx: Read the rest of the letter. 
| Hon. Mr. Hucessen: I will read it all. The letter continues: — 
4 _ Railway employees do not seek any special privileges. They only 
1 desire an opportunity to render useful service and earn an honest living. 
| If the interests Mr. Little represents really want the abolition of com- 
. petition and favour monopoly, then why stop with railway monopoly? 
4 Let us go all down the line with banks; life, accident and fire insurance; 
manufacturing; wholesale; retailing and even farming, with the savings 
going to the people who pay for these duplicated savings just as surely 
as the taxpayers pay part of the C.N.R. bond interest, the costs of water- 
ways and highways. Attorney-General Gordon Conant has stated that 
commissions to agents selling life insurance average 60 per cent of the first 
year’s premiums, 10 per cent of the second and five per cent for the 
succeeding 8 years. (Add to this the other vast administration costs and 
you get some idea of the duplicated cost of life insurance.) He also states 
that overhead costs of fire insurance are 49 per cent of the premiums paid. 
If monopoly will be a solution, then let us have planned economy for all 
services and industry. 

The records show that the poor C.P.R. bondholders and shareholders 
have not fared too badly. Since 1881 they have received more than a 
billion dollars in interest and dividends. 


I may be wrong, gentlemen, but I do not think that letter can be used as a basis 
for saying Mr. Corbett suggests repudiation of the obligations of the C.N.R., 
vere and unfair regulation of highway and water transport, and an increase in 
eight rates on grain, coal, and oil. 

Hon. Mr. Mvrpocx: Here is where that suggestion comes from, Railway 

acts, published by the Citizens’ Group for Railway Action. They say on the 
ft-hand corner of their issue of March 13, 1939: — 
Corbett Has Solution to Railway Problem. Joseph Corbett, general 
chairman for the Canadian National Railway employees who are members 
of the Brotherhood of Railway Carmen, recently has written the Windsor 
Star, making proposals which should be widely known because of his 
position as a leading spokesman for railway labour. 

Mr. Corbett’s proposals may fairly be summarized to mean: 

1. Repudiation by the Government of Canada of the Canadian Rail- 
way bonds which have been unconditionally guaranteed by the government 
both as to principal and interest. 

2. Legislation which would severely restrict the operation of com- 
mercial motor vehicles in order to force the use of railways, and 

3. Raising of railway freight rates on grain, coal, ore and other bulk 
commodities which cannot be handled readily by commercial motor 
vehicles on highways. 

_ Hon. Mr. Carper: That is the same. 
_ Right Hon. Mr. MrtcHen: What he says is, ‘Leave things as they are or 
one of these things.” 
Hon. Mr. Hate: And Leonard says so too. 
_ Hon. Mr. Murvock: I am not discussing that. 
_ Hon. Mr. Hucessen: But I am. He says nothing of the kind. 


think it is recognized in Great Britain that the railway attrition is five per ce 


? 
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‘ Hon. Mr. Murpockx: This Mr. Little works out those points for Railway 
acts. 

Right Hon. Mr. Mrteen: Who is he? 

Hon. Mr. Murvock: Not Senator Little. This fellow here. I get two or 
three of these sheets almost every day. That is his estimate of what Mr. Corbett 
said in his letter here. I would not be prepared to say that Corbett did mean 
those things. 

Hon. Mr. Cauper: That circular which you read, Senator Murdock, says 
it is a fair assumption? 

Hon. Mr. Murpock: Yes. 

Hon. Mr. Cauprer: Well, from a reading of the actual letter I fancy that 
many of us think it is a very fair assumption. q 

Hon. Mr. Murpocx: From Mr. Little’s standpoint it 1s. 

Hon. Mr. Cauprr: The letter means nothing at all unless it means that. 

Hon. Mr. Murpocx: These people are for railway unification, and it is his 
privilege, I suppose, to take that stand. oe 

Hon. Mr. Parent: But the circular which Mr. Murdock has in his hand is 


the same thing as Mr. Meikle has stated to us to-day in his memorandum. It 
follows practically the same wording. | 
Hon. Mr. Mvrpocx: Mr. Little’s summing up was satisfactory to Mr 


Meikle, I understand. | 
; 


& 


The Witness: How does he sum up? 


By Hon. Mr. Calder: 


Q. May I refer to one other feature of your submission, Mr. Meikle? 4 
Ae Ves: a: 

Q. Last year we tried to get information respecting the provision made 
as a result of the amalgamation or co-ordination or rationalization of railways 
in the old land, and we had a good deal of difficulty in getting what you might 
call reliable evidence as to what actually took place. Are you in any sensé 
personally familiar with the situation which grew out of that? Have you been 
in England and met the railway men there?—-A. Yes, sir, I have. I met them 
in England last year. I made it my business to interview a number of railway 
executives on the very question. 4q 

Q. Executives?—A. Yes; and I asked them what would have happened 1 


Q. What I want to get at is whether or not the provision to take care of 
the railwaymen who were put out of employment is satisfactory to the railway 
employees?—A. Yes, sir, it is. Mr. Fred Watkins is a member of Parliament. 
He wrote to Labour, the official organ of the British Trades Congress, saying) 
the provision was very satisfactory and worked out to the betterment of the 
men. They are quite pleased with it. 

Q. We had another point under discussion last year as to the question 
attrition through death, retirement, and so on, and we disputed whether 
amounted to 3, 4 or 5 per cent. You place it at 5 per cent?—A. Yes. 

Q. You indicate that it might be six per cent. Where do you get those 
figures from?—A. I think the director of railway personnel could substantiate, 
those figures. They have been quoted in several papers. The attrition is five 
to seven per cent in different parts of the country. At the present t 
because most of the railway employees are older than they used to be—most 
them are men of from forty-five to fifty-five—the death rate is much higher. 
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over a » number of years, from death, retirements, or other disability. The position 
we take is that every four, five or six years, ‘the natural attrition would take 
care oF it: 

Q. Did you meet any men who were actually thrown out of employment? 
—A. Yes, dozens of men who were on pension—playing golf and bowling, and 
having a real good time. 

Q. Did you find any complaint at all as to their treatment?—-A. No. The 
curious point is that after you are forced out of employment into another phase 
4 life, you begin to enjoy it more than you did your work. 


; By Hon. Mr. Murdock: 


3 

. Q. Nearly all the provinces have measures anes which they make certain 
payments for old age. Do you think that in equity to these old age pensioners 
van arrangement could be made to pension discarded railway employees at a 
‘much higher rate per month than is paid to old age pensioners? Would it be 
fair?—A. Yes, I think it would be fair to pension railway men off. 

q Q. And give them more than $20 a month?—A. Yes. 

_ Q. It would be preferred treatment.—A. I think it would be a precedent that 
might induce the Government of this country to raise the pension above the 
$20 a month. 


By Hon. Mr. Dandurand: 
Q. You speak of amalgamation in Great Britain. There is no such thing 
as amalgamation, except between four railroads.—A. There is co-ordination of 
one hundred and twenty roads down to four. 
. Q. So there are four groups co-operating in a co-ordinated way?—A. Yes. 
'  Q. There are four systems which are separate and autonomous?—A. Yes. 
But the Labour movement is demanding that they come into one again. That 
is the policy of the Labour movement in Great Britain. 
Hon. Mr. Cauprr: I have read that in several places. 
There is a statement here, Mr. Meikle, on the top of page 11, the second 


An elaborate propaganda has been organized among the workers in 
the railway industry. The officials of the Canadian National Railways 
give the lead to this propaganda, which is designed to preserve their 
own employment by opposing measures to save public money. 


What foundation have you for a statement of that kind?—A. Well, sir, Mr. 
irweather has been often quoted as making speeches on this particular ques- 
m and opposing all forms of unification. After he does so, if you listen to the 
adio, in part of Western Canada, especially, you will hear a discussion on the 
ailway problem, always by C.N.R. employees, quoting Mr. Fairweather liberally 
d taking the same view he does. It is those talks over the radio that are 
ing a little fire to the position of privately-owned railway workers, because 
who are employed by the Canadian Pacific Railway are beginning to wonder 
ether we exist at all or not, or whether we are committing a crime by 
rking for a private railway. "They do not pull their punches; in fact, they 
im they are the only people who have created wealth in Canada. If they are 
king about a branch into a mining area, they will quote the production of 
mine and say how much the railway has produced, The man who dug the 
and sweated his heart out is never considered. They have become the 
ocracy of labour, and the C.P.R. workers resent that very much, for we 
, rightly or wrongly, that we have played a part in this country. 


a By Hon. Mr. Calder: 

Have you any evidence to indicate that Mr. Fairweather or the high 
als of the C.N.R. are responsible? The radio is open to all sorts of people 
all sorts of discussions. 
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Right Hon. Mr. Mricuen: Not all sorts. 


By Hon. Mr. Murdock: 


Q. Who started the propaganda?—A. Against it? 
Q. No, for unification. 
Hon. Mr. Rosinson: Seven eighths of the propaganda is C.P.R. propaganda. 


By Hon. Mr. Horsey: 


Q. In this submission you talk about making concessions and so on, but 
there is nothing said with regard to the indemnification of men who lose their 
positions or property here in Canada if shops are closed up. There are people 
whose whole stake is in real estate, and who will lose everything. You have 
said nothing about any provision for them. How would you take care of that? 
It is just as important as the other—A. Yes, I think I said there was a scale 
of compensation for anyone who might lose his employment. 

Q. But what about his property and his investments?—A. I could not 
stretch a memorandum into that phase, whereby a worker in any industry— 

Q. It would not apply so much in Great Britain, but it would apply very 
much in Canada.—A. I do not think you could segreg gate the railways from any 
other industry and claim that any person who ever had worked for a company — 
should be compensated for loss of property if he has put investment in there. 


By Hon. Mr. Murdock: 

Q. Take a concrete case. The town of Hornepayne is entirely a railroad © 
town. What about the storekeepers and property owners there?—A. How would — 
I remedy that condition? 

Q. What about these people who would lose their all?—A. How about 
these people who are losing their Jobs to-day without compensation? 

Right Hon. Mr. MricHen: Suppose the Abitibi Mills in Manitoba closed] 
up, they would not get a sou. 

The Wirness: How about the building trades? They have lost their jobs. 

Hon. Mr. Horsry: But you are asking that railway labour be specified under — 
the spirit of the arrangement you suggest. 


q 


: 


1 
By the Chairman (Hon. Mr. Beaubien) : : 

Q. You have referred to the way labour has been treated in Great Britain. ie 

Do you know whether there is any compensation for the men who are changed s 
from one place to another?—-A. Any man who loses a job in one part and 2 
moved to another has his family and goods moved with him, and if he owned 
his home compensation is provided. 2 
Q. Are there any tribunals in Great Britain to decide between the man 
who has suffered and the railway?—A. Yes, there is. | 
Q. Do you know whether they have functioned well?—A. They have func-_ 
tioned at all times. j 
Q. Satisfactorily?—A. Satisfactorily to the workers. The workers are quite — 
happy over the situation. a 


By Right Hon. Mr. Meighen: = 

Q. But in Great Britain they do not extend their assistance beyond the i 5 
of the railway worker himself?—A. Oh, no. | 

Q: They do not go to the storekeeper or the lawyer?—A. Oh, no. 

‘Hon. Mr. Horsry: I think that is going too far. 

Right Hon. Mr. Mrichmn: I thought you suggested that. 

Hon. Mr. Horsry: Oh, no. 

{[Mr. Allan Meikle.] 


RAILWAY CONDITIONS 67 


% By Hon. Mr. Calder: 

Q. All you said that certain people talked over the radio and spoke of 
what Mr. Fairweather said; but you accused the C.N.R. chief officials of engi- 
neering this propaganda. ayy Mr. ‘Fairweather is quoted in those talks. If 
you look at the Fress Press any night— 

| Q. I might do the same thing if I was talking about the railways. There 
ds no reason why I shouldn’t. But you accused Mr. Fairweather of engineering 
this propaganda. 

Right Hon, Mr. MriecHen: “ Originating” would be a better word. 

| The Wirness: Probably “ originating” would be a better word. Suppose 

I spoke to-night on a certain subject, and throughout the Dominion of Canada 

men picked up my words and used the same words pertaining to the same sub- 

ject, I think I could be accused of creating that condition. 
Hon. Mr. Hucessen: You speak of “ elaborate propaganda.” 


By Hon. Mr. Dandurand: 

Q. Are you an employee of the Canadian Pacific?—A. Yes, sir. 

Q. Then I could perhaps now accuse you of repeating in your memor- 
andum, word for word, what your leader and chief, Sir Edward Beatty, has 
been repeating for the last five years—A. It would not be the first time, sir, 
I have been accused of that. 

Hon. Mr. Murpocx: Great minds think alike. 
] The Witness: I have been accused of that from more sources than one, 
especially from the heads of the National Railways organization. 


By Hon. Mr. Dandurand: 


j Q. But you speak of propaganda. Sir Edward Beatty for the last five 
years has been on the road urging further co-ordination—A. Yes, sir. 

; @. I see no harm in that.—A. As I said before, I have been accused of 
that in many cases. It is common talk against any man. Most of us have 
been in that position because we happened to take a view contrary to the 
other fellow. It is not always wrong. 


— 


By Hon. Mr. Hugessen: 


: Q. Is that not and what you are doing?—A. It is not always wrong to 
take an advanced view of any situation. I learned about the railway situation 
more in 1930, when I represented Canada at the Imperial Conference in London, 
from the railwaymen, which gave me a cue to write in 1935 on that subject. 
‘That is where I got my cue, not from Sir Edward Beatty. If Sir Edward Beatty 
has been good enough to read some of my stuff—I do not know; I never met the 
gentleman—all the more credit that a layman was able to see a point a little 
“ahead of the other fellow. JI took my overalls off on Friday night to come 
‘down here to place my views before this Committee. I will go back to the 
overalls again when I am finished here. I am no paid servant of anybody, 
except for the work I do in the C.P.R. shops. Next to coal mining and gold 
“mining, it is the hardest job in the world, so I have not chosen an easy way out. 
If all the crime that is being laid at my door for being paid for doing this work 
was true, I do not think I would be splitting nuts for the C.P.R. to-morrow 
morning, or whenever I go back; I would be taking an easier way out to make 
a living. Fortunately, it is not true. I feel sorry, honestly, gentlemen, for any 
public man, I don’t care who he is, who probably strikes a new trail. He gen- 
erally gets the whole herd against him, biting at his heels, accusing him of 
what they would do under similar circumstances. I was told by my mother, 
_ “4s people act themselves, they judge their neighbours.” I think that fits very 

well to- day. I felt very incensed at the statement made by Senator Murdock 
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that I was in the pay of anybody. The people whom I spring Nee don’t do 
things that way, never did and never will, and I hope that Mr. Murdock will 
retract that statement. 

Hon. Mr. Murpockx: Not a chance. 

The Wirness: I will make him retract it, on the public platform or any 
place the likes. I would not say anything about him. His experience in the 
labour movement is far from being as good as mine; I have been in it since 
I was thirteen years old. But I don’t want to go into that here now; I want 
to treat this Committee with the decorum it deserves. I want to express my 
opinion on things that I know something about. I am a C.P.R. worker, and the 
C.P.R. worker is suffering more to-day from the lack of efficiency in railway — 
operation than the C.N. R. worker, because we can’t pick papa’s pocket at the 
end of the year. 


By Mr. Biggar: } 
Q. Perhaps you will tell us why the C.P.R. clone are suffering more © 


than the Canadian National employees’ on that account?—A. Because the 
privately owned railways has got to cut their expenses to the bone, and the other 


railroad doesn’t have to do that. 
Hon. Mr. Catprr: It has got papa’s pocket nearby. 


By Mr. Biggar: 

Q. Do you mean to say that the Canadian National employees are being — 
better paid to-day than the Canadian Pacific employees?—A. Yes, I do. 
Q. Develop that a little. Tell us how that comes about. The rates are the 
same, are they not, Mr. Meikle?—A. The rates are the same. And in addition 
to the rates of pay being the same, the Canadian National employees are q 
allowed one week’s holiday with pay. 
Q. And the Canadian Pacific are not?—A. No. They have a pension fundl t 
that is non-contributory, and we have not. And I think if you went over the 3 
unit system of the railways you would find more employees per unit in the q 
C.N.R. than on the C.P.R. A 
Q. Do you mean to say that where you have similar conditions ail 
example take the shops that do the repairs and so on for rolling stock in the 
West—that we could find, if we examined two comparable shops in the West, , 
that the Canadian Pacific shop’s unit costs were lower than the Canadian - F 
National’s?—A. I think that would be right, sir. bs 
Q. Would that agree with your observation of those shops in Winnipeg and ~ 
about Winnipeg?—A. I think that would agree with my contention, that the ~ 
C.N.R. employees are more favoured than we are. q 
| Q. Is there any other way in which the Canadian Pacific employees are — 
suffering by comparison with the Canadian National employees, apart from — 
holidays and non-contributory insurance?—A. That is a very tangible way, sir. 
Q. I know. | 


By Right Hon. Mr. Meighen: a 

Q. And they get more liberal terms of employment?—-A. Yes sir. We work — 

ten days a month, sir, and the Canadian National work five days a week, for 
instance. 


By Mr. Biggar: 

Q.'Do you mean to say that the average number of days inet the Canad 
National shops in Winnipeg, for instance, and around there have worked 
been larger, over a considerable period, than the number of days for the Cal 
dian Pacific shops?—A. Yes, that is a fact. 


[Mr. Allan Meikle.] 
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4 a) We could find out exactly what the position was with regard to that?— 

) es sir. 

- Q. Is there any other Sactoeroont No. These are the main factors that 

affect labour. We are subject to layoffs because the funds accruing from the 

railway industry are not sufficient to pay us. The natural tendency, when there 

is not sufficient funds to pay you, is to speed up on the job, which tends to 
exploitation. 


By Hon. Mr. Robinson: 


. Q. I am going to ask about this question of propaganda. Senator Calder 
referred to it. I had the impression, from reading the newspapers and listening 
_to speeches over the radio, that about seven-tenths of it was by the Canadian 
_ Pacific — perhaps more than that, because it seems to me there has been very 
_ little by the Canadian National. It has been argued that public employees must 
hold their tongues. Mr Fairweather has made one or two speeches, and the 
others have made a hundred. 

Hon. Mr. Parent: The witness is speaking about the West only. 


By Hon. Mr. Robinson: 

Q. Is it not just possible that there are two sides to this question and that 
the members of this Committee should be enlightened about the other side? 
Those who know the other side should not be absolutely barred from giving us 
their ideas, should they? What do you think about that? Should one side be 
allowed to go broadeasting all over the country, creating public sentiment, 
_and the other side not be allowed to say a word?—A. I have not seen propa- 
' ganda by the Canadian Pacific. 

q Q. How long have you been blind?—A. I never was blind. I saw many 
‘instances, in papers in Canada, against unification, accusing Mr. Beatty of all 
‘the crimes that is known to the human family. 


By Hon. Mr. Hugessen: 
Q. You live in Winnipeg, not in Montreal. If you lived in Montreal, it 
would be the other way around. 


By Hon. Mr. Robinson: 

 Q. You have seen a great deal of Canadian Reo ubnaD propaganda but not 
very much of Canadian Pacific propaganda? Is that what you say? 

Hon. Mr. Hate: That is true of Winnipeg. On the radio there you hear the 
Canadian National all the time, and never the Canadian Pacific. 

Hon. Mr. Parent: That is not true of Quebec. 

Hon. Mr. Caupsr: I have never heard anybody except Sir Edward himself, 
and I listen in on the radio all the time. 


By Mr. Biggar: 

_  Q. I would like you to carry that comparison a little further. There are a 
large number of shop employees on the Canadian Pacific, and an equally large 
number on the Canadian National, in Winnipeg or at least in your part of the 
world?—A. Yes. 
a Q. Apart from the One Big Union, which is affiliated with your Federation, 

far as the Committee have learned the employees are practically unanimous 
inst anything in the way of unified management. Can you explain to the 
mmittee how that is, in view of what you say with regard to less favourable 
conditions of employment on the Canadian Pacific?_A. Yes. There was a 
theory advanced three or four years ago and openly espoused by almost every 
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labour organization, not only railway organizations, that came curiously from 
some source—I hope you will detect it yourself—that if any unification of the 
railway were attempted 30,000 railway men would lose their jobs. Now, that 
bogey man has died a natural death. But every organization became a victim 
of that propaganda and if you read through the pages of the conventions of 
different organizations in Canada you will find submissions made on the railway 
question that unification of the railways would lay 30,000 men off. It was 
common talk. ‘There were debates about it in the city of Winnipeg, public 
debates, between Canadian National employees and other citizens. That thing 
has laid itself quite a lot. Mr. Beatty wrote a letter—I hope the honourable 
senator will excuse me for calling attention to Mr. Beatty’s letter— 


Hon. Mr. Danpuranp: I commend you. 


The Witness: The Canadian Pacific delivered a letter to its employees 
assuring them that no man would lose his job through unification, that the 
natural attrition of labour would take care of anything that might happen. 
Now, I have no reason to believe that Mr. Beatty was not honest in his conten- 
tion. 


By Mr. Biggar: 


Q. That makes it more difficult, rather, to understand why there has been 
so much opposition by labour to unification—A. No. It has satisfied Canadian 
Pacific employees to a great extent that that would be the effect, and a different 
view is being taken of the situation now. You must remember that there is an 
element in this country opposed to all change, to all methods that would bring 
some order out of chaos. They are very loud in their declaration, and they 
generally turn up at meetings and get certain resolutiions passed. We have 
fought them from the beginning and we are fighting them to-day. 

Q. But you are really not directing yourself to the point I had in mind. 
Why is it that in view of the fact that this idea of 30,000 men losing their jobs — 
is, as you say, dead, that we still have almost complete unanimity among the > 
railway unions that unified management is to be avoided?—A. Yes. 

Q. Why?—A. Because there is still some of the fear left that they would 
lose their jobs, and because the leaders of the organizations have declared | 
against any change in the railway set-up. 

@. Are there the same organizations in both the Canadian National and 
Canadian Pacific railway shops?—A. Yes. 

Q. And would you say that,there were minorities in those organizations: 
that were not opposed to unified management?—A. There is a minority in- 
favour of unified management, but the majority is still in favour of things as 
they are. 

Q. Am I right in understanding that you think that that majprity persists: 
because of its misapprehensions, as you eall them?—A. Yes, I say that. 

Q. Which got into the situation early on and have never ’ been removed?—A. | 
Yes sir. 

Q. That is the explanation?—A. Yes, I think that is right, sir. 

Q. That is the only explanation that you can suggest? 


REN ve a 


By Right Hon. Mr. Meighen: 


Q. Which class of workers would be in the majority in the organizations, — 
the Canadian National or the Canadian Pacific?—A. The Canadian National. | 
They have more men than we have. For instance, sir, I quoted the agreemen’ a 
of the American Union across the line who have signed up their names to this. 
document, in 1936, with provision for workers who may be affected by unifie- 
ation. But on this side of the line the same organization refused to discuss th 
matter at all. a 


[Mr. Allan Meikle.] 
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By Mr. Biggar: 


Q. Mr. Meikle, perhaps you can tell the committee about those conditions 
that you speak of in which the Canadian Pacific Railway service differs from 
the Canadian National. Are they general or were you attempting, as I was, to 
confine them to shops that they run through the running trades?—A. No, the 
shop crafts. 

ql me Would you not say anything about what was outside the shop crafts? 
oA, Oe 

Q. I thought so. That is what you know yourself?—A. Yes. 


F 

j By Hon. Mr. McRae: 

4 Q. Mr. Meikle, would you say that as a general proposition employees 
_ working for a private corporation under the pressure of necessity are going to 
do a little more work than employees working for a corporation owned by the 
_ Government who know they can get any deficit made up at the end of the year? 
—A. My contention is this, that in the Government-owned railway where an 
_ appeal can be made to the politicians, as it were—can I use that word? 

— Q. Sure—A. When a lay-off takes place on the C.P.R., for instance, quite 
_ necessarily when a similar ‘lay-off takes place on the C.P.R., "the wires set busy, 
_ the politicians get busy—and votes are a very important part of our political 
life yet—with the result that the lay-off is never as hard there as it is in the 
_ privately-owned railway, because we have not so many friends there in the 
- political arena. 


By Hon. Mr. Parent: 


Q. But they have enemies also?—-A. Yes; but if we could take the football 
-—if we could stop the politicians from kicking that ball from pillar to post, we 
might get a solution even at this late date. 

Q. That is not very convincing. 


By Hon. Mr. McRae: 


4 Q. I was trying to get your opinion of whether human efficiency is better 

for a private corporation than for a Government-owned corporation: boiled 

down, that is it?--A. You want to ask if in private industry there is more 

efficiency. 

—  Q. Yes—A. Yes, I would say so. 

Q. That is what I wanted to know. 

Hon. Mr. DanpurRAND: I may say I have quite an authoritative statement 

‘that the Canadian National has been demonstrated to be as efficient as the 

Canadian Pacific. 

Hon. Mr. McRasz: I wanted to get Mr. Meikle’s idea on that because he 

seems to know about those matters, and I thought his opinion would be valuable 

to us. 

; Hon. Mr. Parent: Of course, the Canadian National people won’t admit 

that. . 

_ Hon. Mr. Danpuranp: I am told by railway representatives that Mr. Best 

is here. I think we heard him last year. I do not know on what point he wants 

to be heard. If what he has to present is to be a repetition of his statement of 
last year, I should hesitate to suggest that he be heard. Is he here? 


Hon. Mr. Murpocx: Yes. 


- The Cuarrman (Hon. Mr. Beaubien): Mr. Best, will you answer that 
question, if you please, by Hon. Senator Dandurand? . 


particularly in view of some previous observations; but our tiles weocte atal is not 


Transportation in Canada, known as the “Duff Report”; it summarized 


HAAS 1 AU AE Ans Ue Ne ise 


Mr. WituisMm L. Best took the stand as a corenen 
- The Witness: What was the question, Senator? 


By Mr. Biggar: 

Q. The question was whether, Mr. Best, you desire to say again what you 
said last year, or whether you want to make some fresh submissions.—A. Oh, no, 
we are not going over the submissions of last year at all. We made a request 
for hearing because we did not know just how far the re-appointed committee 
intended to go in their investigation. Inasmuch as I received a communication 
from the secretary of your committee, when I returned to the city at the end of 
the week my friends and I put together a few thoughts. It is only a few pages — 
and will take but ten minutes to read. 

Q. They are really no fresh submissions you desire to make to the com- ~ 
mittee?—A. No, I think not. 4 

Q. Nothing in view of what has been said to-day?—A. No. 
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By Hon. Mr. Murdock: 


Q. Mr. Best, have you not a resolution that was dealt with in January or . 
December last?—A. Yes, that may be of information to the committee, more — 


prepared in view of any observations made by any person else. 
Right Hon. Mr. MricHen: He certainly may file the resolution. 
The Cuamman (Hon. Mr. Beaubien): Yes. Would you like to file it? — 
The Witness: All right. i 4 


By Hon. Mr. Parent: 

Q. It will not take very long to read?—A. It won’t take over five minutes. | 
I have copies here for the members of the committee. 4 

The CHatrmAN (Hon. Mr. Beaubien): Shall Mr. Best read the resolution j 
and be allowed to file the whole memorandum, so that it may be printed in our © 
proceedings? 

Some Hon. MemsBers: Carried. 

Mr. Brest: This is our submission, Mr. Chairman:— 


MEMORANDUM SUBMITTED BY THE CO-OPERATIVE LEGISLATIVE t 
COMMITTEE OF THE STANDARD RAILWAY LABOUR ORGAN 7 
IZATIONS 


TO THD 


SPECIAL RAILWAY COMMITTEE OF THE SENATE REAPPOINTED | 
TO INQUIRE INTO AND REPORT UPON THE BEST MEANS OF | 
RELIEVING THE COUNTRY FROM ITS EXTREMELY SERIOUS 
CONDITION AND FINANCIAL BURDEN CONSEQUENT 
THERETO. a 

Ottawa, Ontario, March 21st, 1939. 

HONOURABLE GENTLEMEN: 


On June 21st, 1938, there was submitted to your Committee on behalf o: if 
railway labour a ‘Memorandum of Comments and Recommendations touching 
the subject of your inquiry. That Memorandum reviewed previous submis- 
sions on' behalf of railway labour to the Senate Committee in November 1932 
when dealing with the Report of the Royal Commission on Railways and 


principles supporting labour’s recommendations, and those which had b 
[Mr. W. L. Best.] | 
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implemented; also reviewed important phases of the Duff Report and the 
extent to which its recommendations had been implemented by legislation, or 
other Government action. It also dealt, at some length, with “Contributing 
Factors to the Railway Situation,” particularly competitive transport agencies 
—such as highways, airways and waterways, all being heavily subsidized from 
public funds—constitutional limitations and traffic conditions. It also dealt with 
“Unification and its Effects on Human Welfare and National Economy,” 
emphasizing the human factor in the railway industry, labour’s experience with 
amalgamation, labour’s claim for compensation, community and national interest, 
etc. 

In the “Introduction” of that Memorandum, it was pointed out that as 
representatives of the long established Railway Labour Organizations, our 
submission might be accepted as expressing the view of the vast majority of 
railway workers; that the welfare of that large group of our citizens and their 
dependents is definitely bound up with the destiny of our railway industry 
and the progress of the communities which it serves; also that because of the 
peculiar tasks of:railway workers, fraught with danger and individual responsi- 
bilities demanding initiative, the efficiency of service and cost of operation 
depends largely upon their loyalty and contentment. 

In our “Concluding Comments,” reference was made to the huge financial 
obligations which had been inherited by the Canadian National Railways and 
expressed the view that this obligation was a burden which properly belonged 

_to the people of Canada as a whole; that this debt was charged to the Cana- 
dian National Railways and recog onized as a burden which could not be liqui- 
dated from the operation of the property ; that view being contended as sound, 
having regard to the fact that a large percentage of the railway was built and 
operated for public service for which no return on investment was anticipated. 

That a large part of the money so invested should be regarded as lost was 

also the view expressed in the Report of the Duff Commission. It was further 
contended that to segregate our railways from other forms of transport for 

Investigation in search of economies to maintain fixed charges on inherited 

debt, without regard for the value of national economy and public service, 
could not produce an equitable and lasting solution. Any benefits attained 
by such a course must be purchased at the sacrifice of those of our people 
who are dependent upon railway operation for employment and service. This — 
would transfer the burden of inherited and accumulated debt from our Canadian 

. “people as a whole to the relatively small number affected, who'are chiefly rail- 

“way employees and residents in the communities which owe their existence to 

railway operation. 

q In our “Summary and Recommendations,” in addition to urging com- 

D tsation protection for those employees displaced as a result of co-operative 

“measures, we had definitely in view the ultimate and early adoption of an 
economical sound national transportation policy when we contended that the 

Dest means of relieving Canada of its financial burden consequent to the rail- 

way situation is for the Federal Parliament to first become clothed with the 
necessary legislative competence to enable it to deal effectively by regulation 
and control of all forms of transport of passengers and freight for hire as 

‘works for the general advantage of Canada. In submitting those recom- 

‘mendations it was fully recognized that existing constitutional limitations 

would require appropriate amendments to the British North America Act. 

However, we were somewhat encouraged by the subsequent resolution adopted 

ry ee Senate, just before Sawer instructing Council to palit ime the 
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Since our previous submission of June 21st last, we have found further 
support for the recommendation above referred to in more recent developments | 
in both England and the United States. In England, we understand, the rail- — 
ways have found that a more orderly and complete regulation of all forms of © 
transport including highways is essential to a sound national transportation 
policy. This is now recognized, despite the experience of previous co-ordination — 
of the several railways into four groups. In the United States the Committee 
of Six, appointed on September 20, 1938, by the President to submit recom- 
mendations upon the general transportation situation, made a comprehensive — 
Report on December 23, 1938. The first in the Summary of Recommendations — 
of that Committee reads:— 

“ National Transportation Policy. Adoption by the Government of 
a definite national transportation policy providing for fair, impartial 
regulation of all modes of transportation, so administered as to preserve — 
the inherent advantages of each.” 


Owing to the growing sense of insecurity resulting from publicity given ~ 
proposals made to your Committee and the persistent agitation carried on since — 
prorogation of the last Session of Parliament in support of unification, our — 
Committee deemed it desirable to call together representatives of the various j 
classes of railway labour throughout Canada, particularly those employed on 
the Canadian National and Canadian Pacific Railways. Accordingly the 
General Chairmen of those two Systems, with the Dominion Legislative Repre- — 
sentatives and Vice-Presidents of the Standard Railway Labour Organizations — 
met in Ottawa, January 9, 10, 11, 1939. : 

Ninety-three representatives attended that conference. 


By Hon. Mr. Murdock: 
Q. How many organizations?—A. Eighteen. 


° By Hon. Mr. Hugessen: 


Q. Was it a unanimous resolution?—A. I think it was practically unani- — 
mous. I would not say one did not vote against it for some particular reason, 
but as far as I know, it was unanimous. : 

The purpose of the meeting was to review our submission of June 21, 1938, 
and to ascertain the views of railway labour in the light of current develop-_ , 
ments. After a full discussion that meeting reaffirmed our former submission 
by the adoption of the following resolution:— a 

This Joint Conference representing the Standard Railway Labour — 
Organizations, after an exhaustive survey of the situation desires to. . 
reaffirm its previous decisions: “y 

That the best means of relieving Canada of its Shaner burdenil 
consequent to the railway situation is for the Federal Government to 
become clothed with the necessary legislative competence to deal effec-— 
tively by regulations and control of all forms of transportation of — 
passengers and freight for hire, together with a like legislative competence” 
to deal with all ‘related factors in transport enterprises within thes 
Dominion of Canada. a? 

The whole transportation problem must be considered in all of i 5 
co-related divisions. To segregate the railways for investigation without 
due regard to the conditions existing in all the other competitive means 
of transport cannot be productive of a sound or satisfactory national 
transportation policy that would reduce the burdens or be in the best 
interests of the people of this country—and would only further cause: 
untold sacrifice by those employed in the railroad industry. The gains 
resulting from such a policy would be disproportionately distributed 
among the few financial interests involved. ; 

[Mr. W. L. Best.] 
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We are not prepared to accept any proposals in the spirit that they, 
because of conditions, will inevitably be forced upon us. We are firmly 
of the opinion that any program of co-ordinating, consolidating, unifying 
or amalgamating the whole or any part of the various railroad systems 
is not the best means of solving the problem, and we are determined in 
our opposition to any such proposals; and we further reiterate our 
opposition to unified management and compulsory co-operation and that 
our Legislative Committee be instructed to continue their activities to 
meet the desires of the men in railroad service. 


For the purpose of carrying out the direction of the above Resolution, the 
General Meeting appointed a Co-Operative Legislative Committee composed of 
one officer from each of the eighteen Standard Railway Labour Organizations 
there represented. We express the hope that the recommendations contained in 
our previous submissions will have favourable consideration in any conclusions 
reached by your Committee. 

The question of the numerical strength of the several labour organizations 

having been the subject of recent consideration by your Committee, it would 

appear appropriate that a brief reference thereto be made at this time. Appar- 
ently the figures shown on page 3 of the Proceedings of March 15, 1939, are 
substantially correct in so far as the reported membership is concerned. It should 

be recognized, however, that these organizations being parties to working agree- 
ments covering the service of employees in the respective classifications represent 
all employees comprised within those agreements, whether members or non- 
members. Our records indicate there is a total membership of about 80,000 
railway employees in the eighteen organizations represented by our Committee; 

but a conservative estimate would place the total railway employees represented 
at something over 90,000. 


In anticipation of making our submissions at a later date, we had recently 
undertaken the preparation of some statistics directly bearing upon wages and 
increased productivity of railway employees, but that data has not been com- 
‘pleted. If it will assist in your inquiry, we shall be pleased to supplement this 

brief submission. 


. Co-Oprrative Lecisnative CoMMITTEE 


4 Mr. Kelley is chairman, Mr. Talon is vice-chairman, and your humble 
‘servant is secretary. 
| The Cuairman (Hon. Mr. Beaubien): Thank you, Mr. Best. 


By Hon. Mr. Parent: 
: Q. You represent ninety thousand people?—A. I think approximately that, 
; 


Q. You have heard Mr. Meikle say he represented about fifty-two thousand. 
Are the figures given by him correct?—A. I would not say. I would not want to 
go on record as saying anything against what any previous speaker has said. 
Q. What do you say about it?—A. I didn’t understand the previous speaker 
to say he represented railway employees a all, or any employees holding railway 
contracts. 


By Rt. Hon. Mr. Merghen: 


Q. He is a member of one of the federations which is in the organization, in 
addition to being a member of one that is out. He is also a C.P.R. employee.— 
A. Yes. 
QQ. It is hardly likely that he is the only one——A. The only what, sir? 
Q. The only railway employee in the organization. 


¥ 
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Hon. Mr. Danpuranv: But he does not, as I inieerakand represent any 
railway organization. 


Right Hon. Mr. Mrtcupn: He is a railway employee. 

Hon. Mr. Danpuranp: As a railway employee he represents himself. 
- Right Hon. Mr. Meicuen: He is in the transport organization. 

Hon. Mr. Danpuranp: Is that a railway organization? 


The Witness: Senator Meighen, let me make this clear. I am not going 
to attempt to review any figures submitted by the previous speaker at all, but 
I want to clarify this. I did not understand the previous speaker to say he 
represented any railway employees as an organization who held a working 
agreement with the railway officers. 


Right Hon. Mr. MricHren: Oh, no. 


The Witness: That is the point I am trying to make. It is assumed, 
whether a locomotive fireman happens to belong to our organization or not, 
our organization and its officers having contracts with the railway companies 
are the accredited representatives of that class. I therefore speak for them. 


By Rt. Hon. Mr. Mewghen: | 

Q. I think that is a fair way to put it. But would it be an unfair assump- ~ 
tion that the opinion of labour outside the railways might be a more unprej- 
ins! answer ] | 
can make to that is that in our submission in June last we were speaking for — 
the Trades and Labour Congress of Canada, including all organized labour — 
represented therein. 

Q. Did that include railways?—A. That included the eighteen organiza- 
tions we are now speaking for. 

Q. They might be predominant.—A. We were endeavouring to speak for 
all the groups. There is a distinction between the labour represented in the 
standard organization and the railway employees represented by the eighteen — 
standard organizations. J 

I just want to make one observation. Since the sitting last year I have © 
had the opportunity, I think, of looking inte the faces of more railway men in © 
Canada than any other individual in this room, because I have met them in ~ 
meetings of as many as five hundred. They have been confined to the so- % 
called running trades. They have been open meetings—not public meetings— ~ 
of all classes, including shop men, car men, track men, the running trades, and ~ 
so forth; and I want to say with a good deal of apprehension that never in © 
my experience of. forty odd years with railways and railway men in Canada ~ 
have I ever sensed as much unrest as exists to-day on both railways. And that 
is not healthy. I 

Q. That applies to every other class too—A. lt apa But the thing I_ 
have mentioned is doing more than anything else, in my judgment and in the — 
judgment of many who have an opportunity to observe, to retard recovery. — 
A man who wants to buy an overcoat or a dress for his wife is on the ragged — 
edge. That goes all down the line from Halifax to Victoria, and I have beeg ; 
in all these places, including Prince Edward Island. 4 

Q. And it is true outside of the railways——A. Yes. 


ee 


By the Chairman (Hon. Mr. Beaubien) : ~ | 4 

Q. Would not that also be caused by the results of railway cperatea 

Don’t you think they are very discouraging?—A. I think you will agree, 

senator, that the apprehension of not having economic security, or of losing 

one’s economic security, is perhaps one of the greatest causes. a 

Right Hon. Mr. Mricuen: But it is everywhere. 
[Mr. W. L. Best.] | 


have they nat experienced that time and again pate he lage) eta» 
8 pat T think it has been intensified. That is my observatiqay, eas 


I ges you very sa gentlemen. ; ates na ry 


\ 
~The Cuarmman (Hon. Mr. Beaubien) : Gentlemen, other people have asked 
2 Bo be heard. Mr. Peterson, I understand, has been notified to be here on the _ 4 
29th. We have been sitting for several hours now and I suppose it is all right = 
if we adjourn until the 29th. | 


Right Hon. Mr. Mricuen: At 10.30. : ae 
The Committee adjourned until Wednesday, March 29, at 10.30 a.m. ae iat 
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i ORDER OF APPOINTMENT 


(Extracts from the Minutes of Proceedings of the Senate for March 7, 1939) 


sonnel and, therefore, that it consist of the Honourable Senators 
Black, Buchanan, Calder, Cantley, Cote, Dandurand, Graham, Haig, Huges 
Horsey, Jones, Hardy, McRae, Meighen, Murdock, Parent, Robinson, Sh 
Ped and Sinclair. ; 


MINUTES OF EVIDENCE 


THE SENATE 
Wepnespay, March 29, 1939. 


| The Special Committee reappointed to inquire into and report upon the 
means of relieving the country from its extremely serious railway condition 
and financial burden consequent thereto, met this day at 10.30 a.m. 


Right Hon. Mr. Graham and Hon. Mr. Beaubien, Joint Chairmen. 
3 Colonel O. M. Biggar, K.C., Counsel to the Committee. 


1 
4 The CuHairMAN (Right Hon. Mr. Graham): Are we ready to proceed? 
The Cuatrman (Hon. Mr. Beaubien): Certain communications have come 
to the Committee, and perhaps Mr. Biggar will be kind enough to read them or 
explain them. 
‘ Mr. Biacar: Mr. W. B. Chase, Assistant Grand Chief Engineer of the 
- Brotherhood of Locomotive Engineers, writes to Senator Beaubien under date 
of March 22, saying that Professor McDougall, if correctly reported, made a 
- number of incorrect statements, and he asks an opportunty to appear before the 
- Committee in order to refute these. 
'. Right Hon. Mr. MricHen: He says, “If correctly reported.” May be he 
- was not. How would it be to send him a copy of the evidence, and then if he 
4 { wants to be heard he could come. 
Hon. Mr. Danpuranp: I suppose that gentleman represents the members 
_ of the railway fraternity who are in the higher brackets. 
. Hon. Mr. McRar: The running trades. 
% Mr. Biccar: I dare say that there is no doubt about the correctness of the 
_ report, because there is also a communication from Mr. Norman S. Dowd, 
Secretary-treasurer of the All-Canadian Congress of Labour, addressed to 
_ Mr. Hinds on March 22, saying that that Congress desires to be heard, particu- 
larly with respect to the representations made by Professor McDougall and 
Mr. Allan Meikle. 
_ The Cuatrman (Hon. Mr. Beaubien): Gentlemen, the matter of wages is 
a very important one, no doubt, to the railways. We have heard Professor 
McDougall, and the railway people come to us and say they can contradict what 
he has said. This is such an important phase that it seems to me we ought to 
allow Mr. Chase to come and contradict him. 
Right Hon. Mr. MeicHen: What about the other fellow? 
Mr. Bicear: Here is another letter. It is from Mr. Best, whom the Com- 
“mittee have already heard, on behalf of the Co-operative Legislative Committee 
_ of the Standard Railway Labour Organizations. His letter is dated the 23rd, 
addressed to the Chairmen and members of the Committee. He says that some 
of the statements contained in Professor McDougall’s submission will inevitably 
_ convey to the Committee an erroneous and misleading impression, and therefore 
he hopes that in fairness to thousands of railway employees an opportunity will 
be granted to their representatives to prepare and submit an appropriate reply. 
Right Hon. Mr. MricHen: I think that is reasonable. Mr. Best was here 
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Mr. Biccar: The Toe erento of the All-Canadian te of Labour 
was also here, I think. ; 
Right Hon. Mr. MricHen: Could not Mr. Best, or some other one man, 
speak for all of them? 
Hon. Mr. Murpocx: You are forgetting that the All-Canadian Congress 
and the running trades are separate and distinct organizations. 

Right Hon. Mr. MrtcHen: This is one case, though. 

Hon. Mr. Murpocx: But surely they have their own viewpoints, or they 
would not be in two separate organizations. 

Right Hon. Mr. MreichHen: But there are no two viewpoints on this. 

Hon. Mr. Cauper: There might be a lack of co-operation. 

Hon. Mr. Murpocxk: I sat here the other day, and although I am not an 
engineer and never was, I knew that misstatements were being made and being 
put over, so far as most of the members of this Committee were concerned. I 
think Mr. Chase, as a representative engineer who has run on our Canadian 
railways for years, ought to be given an opportunity to place the other point of 
view before the Committee. 

The CHairMAN (Hon. Mr. Beaubien): Perhaps he would be preferable to 
the other gentleman. 

Hon. Mr. McRar: Mr. Chairman, it seems to me that there is a straight ~ 
division of opinion among the running trades. Professor McDougall’s statement — 
was very interesting to us, and I think in all fairness we ought to hear the other — 
view of the running trades. q 

Hon. Mr. Murpvocx: Mr. Chase is an assistant grand chief of the engineers’ — 
organization. Many of the statements that were made here the other day were 
about the high earnings of the engineers. i 

Hon. Mr. Parent: Locomotive engineers. ; 

Hon. Mr. Murpocx: Mr. Best represents eighteen of the railway organiza- — 
tions, and Mr. Dowd represents the All-Canadian Congress. These two gentle- — 
men would have different viewpoints. 4 

The CHairman (Hon. Mr. Beaubien): Could we not have someone to ~ 
present a common point of view? “a 

Hon. Mr. Murpocx: I do not see how it is possible. g 

Hon. Mr. Brack: I do not think it is necessary to hear Mr. Best again, — 
but I think we should hear Mr. Chase, in reply to what Professor MeDouaaa : 
said. 
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Hon. Mr. Rosinson: I understood that Mr. Best only asked permission to k 
prepare a statement. - 


Hon. Mr. Buacx: He could do that. 


Hon. Mr. Danpuranp: Could we not suggest to these gentlemen that they il 
prepare a concise statement of their reactions to the submission of Professor 
McDougall? That would give them a chance to lay their views before the 
Committee. 

Right Hon. Mr. MricuHen: I would hear at least one of them, too. - 


Hon. Mr. Catprr: Mr. Chairman, we have evidently got a controversy one i 
our hands. It seems to me that if Professor MeDougall’s statements a 
attacked, he should at least be asked to be present when evidence is being tak 
against what he said. 

The Cuatrrman (Hon. Mr. Beaubien): Of course, that could easily 
attended to. ; 

Hon. Mr. Cauper: He should be told that witnesses are being called t 
reply to certain statements he made. I think that all these people should be 
present, and that we ought to clean the matter up. . 
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Hon. Mr. Danpuranp: The Canadian National representative, who was 
to be here to-morrow to tell us about the lean lines of his road, may not be able 
to come, because he was sick all last week. So we could devote to-morrow to 
hearing ‘labour representatives. I suggest that these gentlemen be asked to 
~ be present to-morrow. 

f The Cuarrman (Hon. Mr. Beaubien): I understand the Canadian Pacific 
~ were to deal with the lean lines to-morrow too. 

Mr. Biccar: They were not asked to submit any statement on that. 

Hon. Mr. Cort: Did we not ask the Canadian Pacific to indicate their 
lean lines too? 

Hon. Mr. Danpuranp: No. But they can do so. 

Hon. Mr. Cort: Surely they are part of the railway problem, too? 

Hon. Mr. Danpuranp: There is no intention of eliminating the Canadian 
Pacific. If they want to tell us about their lean lines, they will be weleome to 
do so. 

i Hon. Mr. Cort: It has not been indicated to them that that would be 

useful. 

; Hon. Mr. Dannuranp: No. We had intended to give the Canadian National 

a field day to-morrow, to show us their lean lines, that is their unproductive 

jines, and their productive lines also. 

| Right Hon. Mr. MricHen: Do you say they cannot go on to-morrow? 

Hon. Mr. Danpuranp: I am afraid not, because the gentleman in charge of 

this work was in hospital, and has only just come out. That is Mr. Fairweather. 

, Right Hon. Mr. Mriauen: I do not think the Canadian National can say 

-a word without him. I agree with you on that. 

3 The CuatrMAN (Hon. Mr. Beaubien): As to the answer to Professor Mc- 

Dougall, shall we, as suggested, ask Mr. Best to file a statement—that was 

all he wanted to do—and then hear Mr. Chase? 

‘ Right Hon. Mr. MricHen: And let the others file a statement too. 

Hon. Mr. Danpuranp: And have the representatives here, in case we want 

to cross-examine them. | 

Hon. Mr. Hucessen: I am told that Mr. Dowd represents the All-Canadian 

Congress of Labour, which has not been heard yet. Since we have heard’ one 

organization, represented by Mr. Meikle, why not hear the other? 

Hon. Mr. Danpuranp: Since Professor McDougall ought to hear what is 

said in reply to his submission, the representatives themselves will have to be 

here to present their statement. 

Hon. Mr. Murpocx: Mr. Chase just whispered to me that while he has. 

most of his matter dictated, he thought he would not be called until some time 

next week and therefore he would not be ready to-morrow. His office is in 

_ Montreal. 

' Hon. Mr. Parent: Next week will be Easter-time. I do not know if any- 
body will be here then. 

| The Cuarrman (Hon. Mr. Beaubien): Gentlemen, it is your opinion that 

we ought to hear also the representative of the All-Canadian Congress? 

Hon. Mr. Roprnson: Hear him. 

_ The CuHatrman (Hon. Mr. Beaubien): And be as wide as possible? Is 

that your opinion? 

Hon. Mr. McRae: To-morrow, yes. 

— Hon. Mr. Murpock: Mr. Chairman, would you ask Mr. Chase now 
me Phen he could go on to-morrow? 
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The CuarrMaAn (Hon. Mr. Beaubien): We could not notify Mr. McDougall — 
- in time to have him here to-morrow. 

Mr. Biaear: The representative of the All-Canadian Congress of abou 
willbe ready to-morrow. < 

Hon. Mr. Danpuranp: We will ask Mr. Chase if he will be ready to go - 
on to-morrow. 

Hon. Mr. Core: Mr. Chairman, are we to understand that these labour 
men will limit their evidence to the subject-matter of Professor McDougall’s 
submission to us, or are they going to reopen the question of unification, 
amalgamation, and all that kind of thing? 

Hon. Mr. Parent: And the Montreal terminals. 

The Cuarrman (Hon. Mr. Beaubien): Of course we, as Chairmen, are 
here to do what you want. 


Hon. Mr. Core: I was just asking what was intended. 

The Cuatrman (Hon. Mr. Beaubien): In order to enlighten you, I am 
trying to find out what the intention of the Committee is. 

Hon. Mr. Danpuranp: I should like to ‘answer Senator Cote’s question. 
I took for granted that we would hear the two railway companies on the lean 
lines, and we were giving a day to the Canadian National. We will give a day 
to the Canadian Pacific, if they want it. We would also devote attention to 
inquiring what the two railways have done since the first of July under the © 
1933 co-operation Act. And, of course, if any member desires, he can ask about — 
the terminals in Montreal. 

Hon. Mr. Core: My question is a bit different from that. I was referring — 
to these labour men who are to appear before us. Will they want to deal with © 
the general issues that we were discussing last year, or will they limit their © 
evidence to rebutting what Professor McDougall said? : 

Hon. Mr. Huenssen: And Mr. Meikle. 


Hon. Mr. Murpocx: There are several new bags of tricks opened up © 
here by Professor McDougall. d 
Hon. Mr. Hucressen: Mr. Meikle really rebutted evidence that we heard — 
last year. = 
Hon. Mr. Danpuranp: We should not repeat. ? 


Right Hon. Mr. Mricuen: Mr. McDougall brought in something new, that — 
we had not had before. It is only fair that we should be pretty generous in © 
allowing an answer to that. Mr. Meikle, on the other hand, presented only 
his views on the matter of unification, and so on. 


Hon. Mr. Danpuranp: We had closed our investigation on that when Mr. 2 
Meikle came in. If any new points were opened by him, of course an 
opportunity should be given to anyone. who wishes to answer him. ‘ 

Right Hon. Mr. Mrtenen: Of course, if there are any new points. s 

Hon. Mr. Danpuranp: I took it that Mr. Meikle was expressing the views 
that Sir Edward Beatty expressed to the Committee. I do not remember if — 
-Mr. Meikle went outside the arguments for unification that we had already — 
heard. But if he made any statement which is new, of course it is not 
sacrosanct, and may be rebutted. 3} 

Hon. Mr. Core: So far as unification or amalgamation is concerned, I do 
not think we are going to get very much more help from the labour organiza- 
tions. ‘We know their views and, with the exception of Mr. Meikle, they are_ 
against it: I do not think we should lose a lot of time hearing repetitions. Rs 

Hon. Mr. Parent: We have already lost half an hour doing nothing. 
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~~ Hon. Mr. Core: Mr. McDougall’s memorandum was not only important 
Sut new and very interesting. If his statements are not true we ought to give 
‘the labour people an opportunity to contradict them. The question is so 
important that we should exhaust it, but if the labour men appear they should 
limit themselves to that wage problem. With that understanding the evidence 
_will be shorter. 
J Hon. Mr. Murpocx: Mr. Meikle stated that all the junior C.P.R. employees 
were opposed to the representations made by the labour organizations, and I 
understood him to suggest that those junior employees were in favour of 
unification. 
Hon. Mr. Corre: That could be denied in one minute. 
Hon. Mr. Danpuranp: We should limit their statements to some new 
point and not reopen the whole question, which has already been discussed by 
them. 
. Hon. Mr. Corre: That is what I had in mind. 
The CHatrMAn (Hon. Mr. Beaubien): Gentlemen, do you want to hear the 
. -Canadian Congress simply on the matter of railway wages? 
Right Hon. Mr. Mriauen: We are going on the principle, where a case is 

presented we allow one reply. 

The CuatrmMan (Hon. Mr. Beaubien): Is that satisfactory? 
_. Some Hon. Mremsers: Yes. 
Hon. Mr. Brack: Are we to hear Mr. Chase to-morrow? 
-. The CHatrman (Hon. Mr. Beaubien): I understand Mr. McDougall cannot 
be here to-morrow. Mr. Best wants to file a memorandum. Shall we allow 
him to do so? 
| Hon. Mr. Danpuranp: We should ask him to make it concise, so that Mr. 
McDougall may know what he is to answer. 
_ Mr. Biecar: Mr. Chase says that an opportunity should be afforded to 
prepare and submit a proper reply, but he does not say that it is to be in writing. 
Hon. Mr. McRas: He would prefer to submit it in person naturally. 
Hon. Mr. Parent: He would be present and make a statement. 
* The CHairMAN (Hon. Mr. Beaubien): Then we will hear Mr. Chase some 
time next week. 
~ Right Hon. Mr. MrtaHEen: Let them all come to Ottawa. 
Mr. Biccar: The other communications to which the chairman referred are, 
"first, a telegram from a gentleman who signs “Russell, General Secretary.” It is 
"dated Winnipeg, 22nd March, 1939, and appears to have been sent on behalf of 
| the One Big Union. It reads:— 
ie Wrote you March 17th advising that representatives Canadian 
Federation of Labour had no authority to represent One Big Union in 
advocating railway unification. One Big Union was not expelled from 
Federation, but withdrew its affiliation because of persistent actions of 
Federation officers in advocating unification contrary to the decision of 
the last convention held Montreal December. One Big Union is opposed 
to unification and repudiates representation made by Mr. Meikle. 


‘Then I have another telegram, also from Winnipeg, signed by Mr. Armstrong as 
secretary of the motormen, conductors, busmen, mechanical department em- 
ployees, track employees, s substation and hydro plant employees and gas workers 
me omprising 1,700 workers and who are all members of the One Big Union and 
employees of the Winnipeg Electric Company. He says that “Mr. Meikle’s 
Statement is utterly false. One Big Union was not suspended for non-payment 
of per capita fees. But severed affiliation because decisions made at.the con- 
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vention held in Montreal in December, 1938, against amalgamation of the 
railways has not been carried out by the executive board,’ and so on. It is to 
the same effect as Mr. Russell’s telegram. 
The other communication is a long letter from the Citizens’ Group fon Rail- 
way Action. “4 
Right Hon. Mr. MricHen: I read that letter and thought it excellent. 7 
Mr. Biacar: Then perhaps I had better read the whole letter. ; 


CITIZENS’ GROUP FOR RAILWAY ACTION 
611 Temple Building, 1 
Toronto 2, ONTaRIo, | 


March 27, 1939. 
Hon. C. P. BEavusien, 
Rt. Hon. Grorcr P. GRAHAM, 
Joint Chairmen, 
Special Committee of the Senate 
Inquiring into the Railway Condition, 
Ottawa, Canada. 


Honourable SENATORS: 


In view of the desire expressed by Senator Murdock to have your 
Committee investigate the Citizens’ Group for Railway Action, I am ~ 
writing you, in my capacity as President of the Group, to give a ‘such 


explanation of the origin and objectives of this organization, and such 
other information as seems pertinent and not in violation of the, confidence — 
placed in us by a number of private citizens of Canada. We note also 
from the proceedings of March 15th that your Committee is prepared to _ 
receive brief memoranda from interested persons or organizations. * 

If it meets with your approval, it is our request that you have this 
letter placed on the record, especially in view of continued insinuations ~ 
by one member of your committee that our Group is in some way con- 
nected with or supported by the Canadian Pacific Railway or other 
organizations actively promoting the cause of railway unification. 2 

In the first place, I wish to state that the Citizens’ Group is indepen- — 


dent in every sense of the word. It is definitely not supported by inal 


Ter The organizers af the Dee felt Hat ihe first Sane showel bes 
the arousing of the public, to the “ extremely serious railway condition i 
and the financial burden consequent thereto.” It also was felt that it~ 
would be presumptuous for a small organization to make recommenda- — 
tions in the name of the people of Canada to your body or to any other 

authorities, at least until the membership became large enough to just 
a claim that it was truly representative of at least a cross-section 
the public in all sections of Canada and all walks of life. For the tim 
being, therefore, we are interested only in helping in the widest dissemina-— 
tion “of the facts, and the interesting of the greatest See ate number: of 


people in the problem. 
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It is contemplated that, at some later date, the Group may by are 


majority vote of its members approve some specific plan for solution, 


or support and endeavour to win support for, some plan already made 
public. In short, we feel that if all people had given the study to the 
problem which your honourable committee has done, it would not be long 
before the general public, setting aside partisan considerations, would 
demand the adoption of a plan to solve the problem. 

The idea for the organization of the Citizens’ Group for Railway Action 
originated, to the best of my knowledge, with Mr. William M. Bean, 
treasurer and associate editor of the Waterloo (Ont.) semi-weekly 
Chronicle, a publication of very high standing in its field. 

This was in July last, following the prorogation of parliament and 
the rising of your committee, when it seemed to Mr. Bean and others 
that the railway question was being obscured, by a feeling on the part 
of the public that it was merely an argument between two sets of railway 
officers holding opposing views. As Mr. Bean’s idea evolved, it seemed 
best that the organization’s independence should be made evident by 
barring from membership every person who might, because of interest in 
his employment, have views one way or the other on the question. We 
did not think of barring shareholders of the private company, but, if 
practicable, it perhaps would have been better if we had done so. Our 
membership would have been one less, at least, for presumably the mem- 
ber of the Montreal Stock Exchange, who joined for five years, is nor- 
mally a shareholder on clients’ account if not his own. 

Unfortunately our group had barely completed its provisional organi- 
zation before it was discovered that some opponents of reform were not 
above resorting to intimidation against those who might be vulnerable 
in a business way. It speedily became evident that, for instance, a mer- 
chant who numbered among his customers employees of the government 
railway could expect, if he joined our Group openly, to be subjected to 
threats of loss of business if not the actual loss of business. For this 
reason certain persons have supported our work on condition that their 
names be not made public. 

We have at this writing 463 paid members representative of every 
province and city, not including 25 or 30 individuals who have con- 
tributed anonymously. We contend and rightly, we believe, that the 
financial affairs of the Group are of concern only to its members since 
we have refrained from making commitments beyond our immediate 
means. For the protection of members, our books are kept accurately 
and are audited by a chartered accountant. While, as I have said, we 
do not believe that the financial affairs of the Group are matters of 
public concern, I may say that the president and directors receive no 
remuneration for their services. Salaries and fees are paid only for 
essential office and field work and are not at all commensurate with the 
amount of work done. 

_ Aside from public meetings addressed by representatives of the 
Group, our principal activity has been the publication of “ Railway Facts,” 


of which fourteen issues have been mailed, including the first on September 


12th, 1938. It is the purpose of “Railway Facts” to help keep the railway 
problem in the public eve and it has been the constant endeavour of its 
editors to be accurate in every respect. Any errors that have crept in 
have been unintentional, and corrected at the first opportunity. We have 
invited Senator Murdock to cite specific instances of inaccuracies, but, 
although he has replied to our letter, he has not as yet cited any one 
instance where we have been wrong. 
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Hon. Mr. Murpocx: Mr. Chairman, I have been mentioned a couple of 
times in that communication. I did not start the correspondence with this 
Citizens’ Group of Canadian Pacific Railway shareholders—for that is what I 
think they should properly be termed—but I wrote a letter and would like to 
put it on file right now, with the answer. This is the letter: — 
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We believe that it is perfectly within our right to disseminate such — 
information to the public as we see fit, having regard to the law of libel — 
and any other restrictions dictated by good sense and the post office 
regulations applying to this class of mail matter. It is also, in our opin- 
ion, a healthy sign in a democracy that, despite the attempts at intimida- 
tion referred to above, there are in this country a Group of citizens willing 
to lend their names and otherwise support an effort which is designed, 
wisely or not, to heli solve a public problem which has been in need of 
solving for so many years, and which has not been solved because of 
the uncompromising opposition of a minority group. 

Since the Group thas not yet adopted a specific Dlateon for the 
solution of the railway problem, it is not suggesting that it be heard by _ 
your committee, the aims of which are parallel to its own. At the same — 
time if honourable senators feel that it can contribute at the moment 
anything constructive to the evidence, officers of the group are ready at 
any time to answer questions which the committee might wish to put. 

Meanwhile I am enclosing a copy of the constitution and other 
relevant material. Any further facts will be readily supplied subject 
only to the one condition mentioned above. 

We are, Honourable Sirs, 


= 


CITIZENS’ GROUP FOR RAILWAY ACTION, 


EK. CoaTswortH, 
President. 
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Mr. Datton J. Lirt1e, B 
Secretary-Treasurer, 

Citizens’ Group for Railway Action, 
611 Temple Building, 

Toronto, Ontario. 


Dear Sir,—I received your letter of March 18th, which I have read © 
with interest, as also your letter of March 17th, to the Editor of the © 
Winnipeg Free Press. 


Yes, I have been greatly interested, as a result of a number of — 
years’ effort, in finding out the underlying causes, at times, of advertising = 
propaganda. Personally, I am more strongly convinced than ever that — 
we should investigate the Citizens’ Group “for Railway Action, for the 
reason that, unless I am very much mistaken, that Group contemplates — 
placing an ‘additional burden upon the Canadian taxpayer, of approx- 
imately $32,000,000 a year, being somewhere about the dividend pay- 
ments that have heretofore been made to Canadian Pacific Railway 
shareholders, about eighty per cent of whom live outside of Canada. 
Then too, I am wondering (and I think the Special Railway Committee _ 
should know) if some of those largely instrumental in boosting the — 
Citizens’ Group for Railway Action, may not be some of our own dis- — 
tinguished Canadian Pacific shareholders. Further, the very distin- 
guished President of your Association, if he were still gracing the Bench, 
would not, of course, be eligible to lend his name to a movement such 
as that you have in hand. Perhaps we should inquire into the propria , 
under the existing circumstances. ‘ 
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Yes, it could be shown that some of your campaign declarations, as 
stated in Railway Facts, are, I think, absolutely untrue, and in other 
cases you prove the truth of the old adage that ‘a half truth is worse 
than a lie,’ and now please refer to the lower right-hand corner of your 
Railway Facts for February 1st. You know, and those associated with 
you know, how near the Canadian National Railways in that year came 
to being in the clear, and you know, and everyone associated with you 
know that, had business continued equally with a few years around 
1923, there wouldn’t be the same arguments of desperation now being 
put forth by the Canadian Pacific Railway, to saddle the people of 
Canada with additional $32,000,000 of charges that is now in evidence, 
and that has been so loyally boosted by you and those associated with 
you. I do not wonder that the Manitoba Free Press takes issue with 
some of the propaganda that you and your Railway Facts are circulating, 
but the thing that is of particular interest to me just now, and I hope it 
may be to a majority of the Committee, is to ascertain just who is 
behind your insidious attempt to load an additional burden of $32,000,000 
upon Canadian taxpayers. 

May JI, in conclusion, refer to the second page of your letter of the 
17th, to the Winnipeg Free Press, wherein you say “No one can know 
until] that canvass of members is made, whether the plan will be com- 
pulsory co-operation on the one hand, or unification on the other, or 
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4 some other plan which is midway between them”. Considering that you 
a have at the head of your organization a very distinguished jurist, I 
o feel sure that you did not consult him before making this statement, and 
4 _ you might now ask him if compulsory co-operation by the Government, 
=. as applied to a private corporation, would not be held to imply the 


equivalent of confiscation, if loss were suffered by the private corporation. 

Of course the private road would, I am sure, welcome compulsory co- 
operation, because then all that would be necessary would be for it to 
throw out its hands and send in its bill, and it would be on the high 
road to prosperity, or the continued payment of $32,000,000 worth of 
dividends. Ask your president about this point, and secure his legal 
opinion. 

There are some special interests who should be smoked out in 
respect to your campaign, and, I personally think that the Special 
Railway Committee has not done its full duty, if it does not undertake 
to bring a showdown from you and your distinguished associates. 


3 I got a very brief reply from Mr. Little, dated March 24th, although he 
had started the. correspondence before that. It reads: 


Senator James Murdock, 
Senate of Canada, 
Ottawa, Ontario. 


Dear ee —We have your favour of the 20th instant, acknowledging 
our letter of the 18th, for which we thank you. 

We have carefully noted your comments and observations. I have 
been instructed to say in reply that the Citizens’ Group for Railway 
Action is only concerned with the study of the railway situation of this 
country, and with the dissemination of authentic information regarding 
this situation to the end that a solution, satisfactory to the majority of 
VEOS EN citizens, will be found. 


Yours very truly, 
CITIZENS’ GROUP FOR RAILWAY ACTION 


(Sgd.) Datron J. LIvTTLe, 
Secretary- Treasurer. 
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Right Hon. Mr. MricHEn: Would you mind reading the letter he wrote | 
first so that we can judge how far your letter was in the’ nature of a reply? 


Hon. Mr. Murpocx: Under date of March 18, he wrote: 


Senator James Murdock, 
Senate of Canada, 
Ottawa, Ont. 


My dear Senator Murdock:—We only yesterday received a copy 
of the Senate Hansard including your remarks of March 8th relating to 
the Citizens’ Group For Railway Action. 

On page 63 you are quoted as saying, in connection with literature 
published by our Group: s 

“T could quote you some things here—I am not going to do it— 
from their printed records which could be proved absolutely untrue.” 

I adhere to that statement. 

May we assure you that we endeavour to publish only facts regard- 
ing the serious Canadian railway situation and if there have been errors 
of fact in any of our publications, we are only to anxious to correct 
them. We would therefore appreciate your taking the trouble to cite 
instances in which we have been wrong. , 

We admit the possibility that we have inadvertently made mistakes — 
in our presentation, but our purpose is, so far as it is humanly possible, 
to be accurate in every respect and to draw from the facts only such 
deductions as are fully justified. i 

We are enclosing, herewith, a copy of a letter forwarded to the 
Winnipeg Free Press relating to their comment on your suggestion that 
our Group should be investigated by the Special Committee, of which 
you are a member. 
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May we repeat here that we have no reason to fear the conse- 
quences of any inquiry which may be made officially or otherwise. At 
the same time we feel that such an inquiry by the Special Senate 
Committee would not be really pertinent to the subject in mind. 


Yours very truly, 


CITIZEN’S GROUP FOR RAILWAY ACTION. 


(Sgd.) Datron J. Litre, B 
Secretary-Treasurer. j 


I read my reply a moment ago. 

Again I say that an investigation would disclose that these distinguished 
gentlemen are shareholders of the C.P.R. Of course they have a right to do” 
their best to protect their interests, but we ought to know whether that is the 
case. i 


morning. 
Right Hon. Mr. MetcHen: Hear, hear. 
Mr. Bicear: Mr. Peterson is here. * 
Hon. Mr. McRar: I have just one word to say in regard to this con rs 
troversy. 
Hon. Mr. Murpocx: Which one? D. 
Hon. Mr. McRan: Between you and the Citizens’ League for Railway” 
Action. If my memory serves me right the letter which Counsel read said that 
there were a number of subscribers who had contributed enormously. hs 


Right Hon. Mr. MeiaHen: Anonymously. 
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financial support, or if the League. would give us their principal contributors, 
it would probably answer. 


Hon. Mr. Danpuranp: Would you insist that they publish their anonymous 
subscriptions? . 

Hon. Mr. McRag: I think the anonymous contributors are the nigger in 
he woodpile. There is no way we can compel them. I thought the word was 
Been inoucty” in which case the gate was open. 


Hon. Mr. McRag: At any rate, I think if we could get a statement of the 


~ 
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Mr. Cuarues W. Pererson, Editor of Farm and Ranch Review, Calgary, 
was called as a witness. 


By Mr. Biggar: 

Q. Now, Mr. Peterson, perhaps you had better make it clear that you come 
from Calgary, and that you are the editor of the Farm and Ranch Review — 
pA. Yes. 

’ Q. And also, I understand, an agriculturalist, a farmer?—A. Yes, sir. 

Q. And in January last you suggested in a letter to the Chairman of this 
“Committee that you would be glad to attend to give evidence before it?—A. Yes, 
sir. 


Q. And you spoke of a group which urged you to offer to do so?—A. Right. 
_ -Q. And you have, I think, a submission in writing which you desire to 
‘present?—A. Yes. 

| Q. Perhaps you would go on. 

Hon. Mr. Danpuranp: IJ take it from your words, that Mr. Peterson speaks 
of a group urging him— 

' Mr. Biaear: “The group urging me to offer my services in this matter 
feels that your final conclusions on the railway issue should not be formed until 
“you have heard and considered the arguments of the largest and most vitally 
Interested body of producers in Canada.” 


By Hon. Mr. Dandurand: 


Q. Is that group organized?—-A. That is merely a small study group, so 
I represent no one but myself. 


By Mr. Biggar: 

 Q. Right. Would you go on with the memorandum.—A. Mr. Chairman 
and gentlemen:— 

- May I at the outset be permitted to place on record my conviction, that 
she people of Canada have in the past been exceedingly well served by their 
ailways. The passenger equipment is the last word in luxury and services and 
es compare favourably with those in other countries. In respect to freight 
nsportation Canada can boast of the lowest rate basis of any white country 
in the world. Only India, China and Japan, with their low labour cost, are a 
mere trifle below Canadian rates. The average ton-mile receipts of Canadian 
ays in cents is 0:969. United States rates are a shade higher. The follow- 
are the basis of other countries: Australia 2-733, Great Britain 3-058, 
‘France 4-010, Sweden 4-057, and Denmark 6-456. The European rate basis is 
m three to over six and a half times as high as it is in Canada. 

_ And that tells only part of the story. Canadian railways function under 
very severe handicap of having to operate the largest per capita mileage of 
country in the world, except Australia, normally meaning the smallest 
e of traffic per mile. Furthermore, the personnel cost of railway operation 
1 North America is enormously higher than it is in Europe. It is clear, that 
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the amazingly favourable result in economical operation attained in Canada’ 
which claims the admiration of railway executives everywhere, must be 
ascribed almost solely to a high degree of general efficiency and superior executive 
direction. 

It may be argued that the taxpayers and shareholders have in recent years 
contributed liberally towards the low freight rate structure, but the fact remains 
that under traffic conditions prevailing some years ago, the privately owned 
railway was able over a long period consistently to earn a fair dividend for its 
shareholders, attesting to the soundness of the enterprise. The National system, 
of course, has not been so fortunate, but considering the handicaps incidental to 
political management, it has in recent years made commendable progress 
towards economical operation. We should also bear in mind, that unprofitable 
railway operation is not peculiar to Canada. The privately owned railways of 
the United States are, with only two or three exceptions, now in receivership or 
facing bankruptcy. Australia and Denmark, in spite of high rates, have for 
many years faced enormous losses upon their ‘state railways. 

At any rate, it is abundantly evident, that the character of our railway) 
operation in Canada, apart from unwise expansion, has been wholly admirable. 
I particularly desire to stress this fact, because I regard it as the most dis- 
couraging feature of our present grave railway situation. If the cause of thigl 
were merely inefficient management, the solution would be comparatively 
simple. But having regard to the facts, it is obvious that our railway problem 
has its roots in fundamental impediments of a much more perplexing character. 
Highway and Air Competition 

The most serious of these is new competition. The past decade has wit- 
nessed spectacular progress in efficient highway and air traffic, which has revolu- 
tionized the whole transportation picture the world over. Every country NOW: 
has its railway conundrum in more or less aggravated form. The extent to 
which this competition may ultimately undermine the solvency of steam rail- 
ways is at present an unknown quantity. It depends entirely on the further 
development of increased mechanical efficiency and the extension of highways. 
We do know, however, that this new competition has now succeeded in pe 
tically destroying steam railway investment in most countries. More'live tou 
is now delivered by truck than by rail to the leading markets in the Uni 2 
States. Over 3,600,000 trucks use the highways of that country and Canada 
to-day. It is a paramount factor in our railway problem, which cannot be 
ignored in any intelligent consideration of the future of Canada’s transportation 
services. = 
I quote the following item from a British Periodical:— 4 


“Alarmed at the fall in their receipts during the present year, the 
railway companies have approached the government for help. q 
In passenger services, the railway companies have largely met the chal- 
lenge by acquiring a controlling interest in road transport undertakings 

' But in the goods services this cannot be done to the same extent, as about 
four-fifths of all transport of goods by road takes place in vehicles owned 
by traders, or their subsidiaries, and not in independent cartage under-_ 
takings. The private road contractor, with freedom to pick his services 
and adjust his charges without legal restriction, continues to make —_ 
inroads into the more profitable forms of goods transport.” 


It is competently estimated that British railways to-day do not cont 
more than ten per cent of the total public and private trucking over distane 
of 50 miles. . 

The most reliable and conclusive evidence of the complete collapse of the 
steam-transportation industry may be found in the record of Canadian Pac 
shares. This stock, for many years a steady dividend payer and regarded as 

(Mr. Charles W. Peterson.] A 
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the safest of investments and quoted on exchanges everywhere, a few years ago 

reached a high of $280. Split into four these shares are to-day quoted at $5. 
_ This almost unbelievable retrogression is a reflection of the consensus of judg- 

- ment of shrewd mvestors the world over. This calamity has occurred in spite 
of admittedly excellent management, the enjoyment of abundant capital 
resources and every facility for economical financing. The inevitable conclusion 
is that the investor has lost faith in the ability of steam transportation to give 
any reasonable return on capital in the future. I regard this, by the way, as 
one of the most disturbing consequences of our railway situation. In British 
investment circles Canadian Pacific securities have for many years been 
regarded as the barometer of Canada’s credit standing. Overseas public con- 
fidence in our country is now being rapidly undermined. We assuredly cannot 
afford to run the risk of a second Grand Trunk debacle. 

It is absolutely incorrect to ascribe the decline in Canadian railway earnings 
to a mere temporary curtailment of traffic due to general economic dislocation. 
In Canada, as elsewhere, we face a basic and progressive mechanical change of 

crisis proportions, which it is utterly absurd to ignore. Any plan to place our 
railway transportation system on a solvent basis must anticipate a permanent 
and increasing per capita curtailment of passenger and profitable, short-haul 
freight trafic. The problem which now faces the world 6f rail transportation is 
not of a temporary character. The crucial question is whether, in view of the 
steady curtailment of traffic, steam railways can survive even after utilizing 
every possible economy in operating cost. 
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The West and Transportation 


The colonization of Western Canada was proceeded with on a basis of low 
transportation costs. Owing to its inland position and remoteness from tide- 
water, it goes without saying that the development of this great agricultural 
empire would have been impossible under any other conditions. A low freight 
basis, inward and outward, constitutes Canada’s contract with the western 
settler, who is compelled to produce almost solely for a highly competitive, low 
_ price market and must himself absorb the entire transport and handling costs. 
_ Argentina, Canada’s chief competitor in the wheat market, enjoys a freight rate 
to tidewater equivalent this year to only 54 per cent of the value of the wheat. 
_ Western Canada’s cost to the lake-head amounts to at least 25 per cent. The 
_ railway situation as it has developed during the past decade is, therefore, a 
_ matter of profound interest to western farmers and has naturally given rise to 
' serious apprehension, not solely confined to the implications of the vast burden 
of taxation now involved. 
. The organization of the Railway Commission, with absolute control over 
_ rates and services, was hailed with universal satisfaction as a protective measure 
_ to the shipper, but the apathy of successive governments of Canada towards the 
- grave situation which has developed in the operation of our two great railway 

- systems, has naturalty drawn public attention to the inescapable conclusion, that 
_ public control of railway earnings inevitably implies an equal responsibility to 
_ the shareholders and bondholders of railways in respect to the safety of their 
- investment, over which the Railway Commission, a semi-judicial body, exercises 
_ power of life and death. That this aspect of railway investment must sooner 
or later engage the attention of that body cannot be doubted. 

‘ The transparent unwillingness of successive governments to incur the politi- 
cal risks incidental to dealing constructively with what is unquestionably the 
greatest, problem facing our country to-day, has naturally led western farmers 
into the firm conviction that the remedy which must eventually be applied will 
“assuredly also follow the lines of least resistance, namely, an increase of 
_ freight rates. This conviction is materially strengthened in view of the public 
_ statement in Toronto by the Minister of Railways to the effect that the solution 
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of the nponlees lies in “building up race and obtaining reasonable rates for 
that traffic.” The sinister implication is only too clear, and it becomes evident 
that the apprehension of western farmers is well founded. 

I have no hesitation in making the positive statement, that an increase in — 
freight rates sufficient to enable Canadian railways to maintain services and — 
solvency, would constitute an unmitigated calamity to the now over-burdened | 
prairie farmer. It would assuredly result in the depopulation of the western 
prairie section with calamitous results to eastern industry and business. It is 
an alleged remedy which a responsible government, conscious of the dire conse- 
quences, would not even consider for a moment until every other possible 
avenue of successfully solving the railway problem had been thoroughly explored 
and tried out. The present situation and future prospects are so serious that — 
Canada cannot afford to reject any practical method whatever of bringing 
railway operating costs into line with earnings. 
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Business Rehabilitation . : 


Various plans designed to increase railway earnings or to reduce expenses, 
in order to avoid the imposition of higher rates, have from tme to time been 
placed before the public. One school urges immediate unification of operations 
coupled with an economy program. Another, which apparently includes the 
~ government of the day and the Federal leader of the official opposition, seems 
to be convinced that the problem is not one of particular urgency and may 
safely be expected to solve itself through increased traffic due to increased 
population and the eventual return of ‘ ‘normal” business activity, coupled with 
such economies as may be brought about by friendly co-operation between the 
two systems. 

The latter argument was effectively disposed of by the President of the — 
Canadian Pacific who very logically pointed out, that in principle and practice — 
co-operation and competition were incompatible. Sensible people will agree with — 
that verdict. Furthermore, the present proposal presumably agreed upon by ~ 
both the government and its railway management, to spend some $12,000,000 on ~ 
the new Montreal terminal of the Canadian National, ignoring the more 
economical scheme of a union terminal, is clearly a deliberate violation of — 
the whole principle of friendly co- operation and definitely stamps this plausible 
appeal for cohesive effort as insincere. It bears rather all the ear-marks of an 
attempt to block completely a rational solution of our railway problem. The ~ 


particularly concerned about the probability of having in the interval to compel — 
the taxpayers of Canada to make good another half billion dollars of deficits. _ 

What the anti-unification forces are pleased to regard as “normal” busi- _ 
ness is, I assume, a return of the boon conditions of 1928, though we would need — a 
to, do considerably better than that, as the National lines showed a deficit of — 
about $30,000,000 on even that highly favourable year’s operations. These ie 
optimists conveniently ignore the fact that air line, motor bus and motor truck — 
transport are daily. making further serious inroads upon steam railway traffic. — 
It is a highly significant ‘fact, that while our exports up to July, 1937, had — 
increased 103 per cent over the ‘low of depression, manufacturing volume 125 per 
cent, electric power production 233 per cent, newsprint 310 per cent and mineral 
output 305 per cent, car loadings only improved by 48 per cent. 


Agricultural Deflation A 4 


The economic picture is, of course, never static, but it is always normal 1 
the sensé that it is the creation of prevailing conditions, to which, whether they 
be good, bad or indifferent, the citizen ultimately adjusts himself and carries o 
more or less satisfactorily. That factor frequently creates the illusion of bett 
times just ‘ around the corner.” It is, however, quite safe to assume, that a 
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railway traffic into a profitable volume, cannot occur as long as export agri- 
culture must function under a demoralized price level. The gold price of wheat 
in Liverpool is now the lowest in centuries, and the enormous world carry-over 
of unsalable wheat precludes every chance of relief within the near future. 

In fact, leading economists the world over see no possibility of an early 
and favourable change in the various important factors which have produced 
the prevailing low agricultural world prices. If that conclusion is correct— 
and I firmly believe it is—it behooves all countries largely dependent on agri- 
cultural production, to face stern realities and to adjust their internal affairs 
to the new economic set-up, which may easily govern our business life for a 
_ generation or longer. Needless to add, spectacular transportation expansion 
- could not possibly become a feature of an economic era in Canada dominated 
_ by a persistent agricultural price deflation. Canada can, however, adjust herself 
- quite comfortably and happily to the present depressed business basis and 
_ limited export opportunities, granting that all groups in our domestic economy 
are prepared to accept proportionate sacrifices. Our agriculture has set the 
example. The first essential is to clearly realize the difference between 1929 
— and 1939. 
| Consider also the steady deterioration in the Federal, provincial and muni- 
4 cipal budget positions, the disastrous effect of the large ‘sales taxes upon con- 
4 sumer purchasing power, raising the retail price level by 10 to 14 per cent, which 
has almost completely cancelled out the beneficial fall in wholesale prices, the 
progressive demoralization of world trade, the steadily increasing taxation 
almost everywhere, due to vast and unproductive armament expenditure as well 
as various other adverse factors, and having in mind, that nowhere on the 
economic horizon is there the remotest indication of any early reversal of the 
present drift into rigidly controlled international trade, it is difficult indeed to 
find realistic grounds for an optimistic forecast in respect to business conditions 
in Canada, leading to substantially increased traffic. It would be more rational 
and more in harmony with economic thought to look for a worthwhile up-turn 
in Canadian business after we have cleaned house with our railways than 
before. If $50,000,000 was deducted from our annual Federal deficit there 
Y would be a substantial basis for improvement. 

' The safe plan for Canada to follow in any consideration of constructive 
policies, is undoubtedly to accept the status quo as approximately normal for 
some years to come. To anticipate early and largely increased business activity 
and to base domestic railway policies on the strength of such a supposition, is 
equivalent to ignoring stern facts and indulging in “wishful thinking.” The 
at anadian people, particularly those following agriculture, have every reason to 

congratulate themselves upon the heroic manner in which they have contrived to 

surmount a long period of adverse conditions. They will do so equally success- 
tully in the future, providing our political leadership faces realities and removes 


= Pe onent in Canadian business of sufficiently substantial proportions to lift 
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Hlininernore we are now in the midst of dealing constructively with the 


aftermath of the recent unprecedented period of destructive drouth. The 
difficult task of approximately defining the areas in the west definitely unfit for 
settlement and methods of preventing the colonization of such lands, so as 
not to create new problems in the future, are only in process of study and 
solution at the present time. Important property interests and profuse public 
expenditure are involved in these decisions. It is also well to bear in mind, 
that the highly perplexing undertaking of evacuating an impressive number 
of farmers from the drouth areas and colonizing them in districts offermg more 
favourable climatic conditions, has only been well started. Under the cir- 
cumstances, it stands to reason that until these agricultural survey and re- 
‘settlement jobs are fairly completed, it would be unthinkable folly to com- 
plicate this involved situation by a further influx of new agricultural popula- 
tion. 

The Minister of Agriculture of Saskatchewan recently expressed grave 
doubts as to whether his province could sustain any additional population. A 
recent soil survey of that province limits the area fairly fit for cereal produc- 
tion to 33,000,000 acres. The cultivated area now exceeds 29,000,000 acres. 
We are apparently close to the margin of safety in our agricultural occupation 
of that province. So great an authority as Dr. Raymond Pearl of Johns 
Hopkins University, suggests that the United States is now dangerously over- 
populated, having in view the rapid depletion of natural resources. While 
expressing no opinion on this subject, Canada’s safety limit in population, con- 
sidering our severe climatic and transportation handicaps and the mainten- 
ance of an acceptable standard of living for our people, is an element in the 
railway situation the consideration of which has not, by any means, been 
exhausted and which cannot be ignored. 


Natural Increase in Population 
Granting, however, that we can Byaainmodat and must look to a sub- 


stantial increase in population to solve our railway problem, there is little | 


consolation to be found in the vital statistics of Canada. The drift here, as 
elsewhere, is distinctly towards a lower net rate of increase in population. 
If we are to depend on natural accretion the case seems hopeless, as it would 
not be difficult to show that within the not distant future, Canada’s popula- 
tion will certainly be approaching a stagnant or possibly decreasing basis. 
Decidedly, the element of time holds out no hope whatever of creating addi- 
tional traffic by virtue of natural increase in population. Quite the reverse. 
The possibility of the increased population remedy, therefore, resolves 
itself into the prospect of augmenting our population by means of a substan- 


tial immigration. The question here arises as to whether a large agricultural — 


immigration, inevitably followed by a corresponding increase in export food prod- — 


ucts, would not completely demoralize our present limited overseas markets. 


It would, in fact, certainly have that immediate effect, of which the farmers of — 


the West are quite convinced, and would, therefore, at present violently resist — 
any attempt of solving the railway problem by a process which was bound — 
to destroy their market and reduce the existing farm population to a still — 


lower standard of living. 
However, disregarding this weighty objection, I must still reluctantly con- 


fess, that such an apparently easy solution of our problem looks to me almost — 
as idle as anticipating this result through the process of natural increase. In ~ 
the first place, the people of Canada, rightly or wrongly, are not immigration | 
minded and probably will not be for years to come. The best evidence of that — 


fact is the record of our immigration administration, which presumably reflects 
the state of mass public opinion. If Canada to-day opened her doors wide to 
HKuropean people, the volume of arrivals would probably not show any sub- 


stantial increase, aside from a momentary influx of political refugees. In 
[Mr. Charles Ww. Peterson. ] ¥ 
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spite of this fact, our policy has consistently been designed to hedge entrance 
into Canada around with every conceivable obstacle, to the extent that immi- 
gration has now been reduced to a mere trickle compared with what it was 
‘some years ago. 


The Leak by Emigration 


Even that insignificant influx of people is now fairly absorbed by depar- 
tures from Canada. There are now one million and a quarter Canadian born 
‘people domiciled in the United States. It has been estimated, that Canadians 
and those of Canadian origin living in the United States to-day, represents 
a population one-third as large as Canada’s total present population. During 
the past eight years we have lost to that country alone an average of 10,638 
of our population per annum, according to official statistics in. Washington. 
A large number of British and European settlers have also returned to their 
tormer homes. Canada, therefore, actually faces a net loss of people each 
year aside from our modest natural increase—a highly disturbing fact discreetly 
ignored in our immigration reports. The persistent and ominous leak of popu- 
lation to our southern neighbour, which seems to proceed in spite of prohibi- 
“tory legislation, and of the actual extent of which we can form no reliable esti- 
“mate, is a highly important factor always to be reckoned with in our popula- 
tion problem. 

4 Moreover, it is obvious, that the present, and preceding governments, are 
ot, and have not been, prepared to endorse a vigorous immigration policy 
S being within the scope of practical politics. ‘That official attitude at once 
isposes of the opportunity of solving the railway problem through the long- 
‘Tange remedy of a substantial immigration movement. It may, therefore, 
be dismissed without further argument, as it is evidently contrary to existing 
yublic policy. It may, of course, be argued that sometime in the future the 
ficial attitude towards immigration may, in obedience to the force of public 
Opinion, undergo a radical change. While I sce no present indication of such 
a change, it may be useful to examine Canada’s chances of attracting a large — 
‘influx of people in the event of any such reversal of policy. Frankly, they 
appear very slim indeed. 


mmigration from Europe 


_ The obsession which now fills the minds of most of our population, that it 
$ an inestimable privilege to permit an immigrant to come to our shores and 
omestead or purchase a piece of land, will unquestionably be largely removed 
fithin the near future, when the realization will dawn upon us, that our most 
ent invitations to do so will be unheeded. We will learn to our dismay, that 
wholesale subdivision of landed estates in Europe is giving the farmer there 
ter social and economic opportunities, and much superior markets, than 
nada can offer him in the uncertain field of highly competitive export. produc- 
ion, with the further handicap of expensive, long distance transportation. 
4 Moreover, in the food importing countries—in the past the most fruitful 
murces of immigration—high tariffs and other import limitations have brought 
acreased prosperity to domestic agriculture. Even if we modified our some- 
t exacting specifications and freely accepted industrial immigration, we 
uld encounter a distinct reluctance on their part to leave the economic security 
now enjoy in Western Europe in terms of unemployment and sickness insur- 
€, pensions of various sorts and a complete program of other social services. 
With the pressure of density of population relieved through the rapidly 
ing birth rate in Western Europe, it will assuredly be increasingly difficult to 
pt prospective homeseekers to go far afield. This attitude is clearly demon- 
ted by the fact, that the movement of people into Great Britain and other 


Opean countries is now larger than departures, while most overseas coun- 
75637—23 
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tries, including not alone Canada, but also Australia, New Zealand and Argen= — 
tina and the United States, show a net loss between arrivals ine departures. 
These figures tell the tale eloquently. 


Passing of the Migration Era 


We might: as well become completely reconciled to the fact, that the days © 
of large-scale migration are over, certainly as far as the present generation is 
concerned, and in all likelihood for generations to come. After the fantastic 
increase in world inhabitants of the past century, when the population of the 
earth more than doubled in the brief space of 80 years—in sympathy with the 
opening up of three new continents for colonization, improved transportation 
and the development of power and mechanization—we are again back to normal, 
which, according to history, means a scarcely perceptible increase from century | 
to century, with long periods of a receding world population. There is every 
reason to believe that we now find ourselves in one of the latter phases with all — 
its implications. 

All European countries, except Russia, are barely maintaining their popu- — 
lation to-day and the tendency is still towards an ever decreasing birth rate 
and a stagnant population. It is not unreasonable to anticipate that a period — 
of the greatest rate of increase in world population may logically be followed | 
by a century of actual decrease. The persistent world-wide war complex, © 
economic depression and abnormal unemployment, are in themselves powerful | 
factors in that direction. 4 

In brief, we have now entered an era in world evolution distinctly and 
progressively antagonistic to the voluntary migration of peoples. Coupled with j 
this handicap is the dismal fact that there never was a time when this Dominion © i 
had less favourable prospects to offer the newcomer. Under the circumstances, | 
thinking people must inevitably conclude that the proposal to solve the rail-§ 
way situation by a substantial and early increase in Canada’s population is an 
impossibility for years to come and must. be dismissed as entirely visionary and 
evidently based on a complete lack of knowledge of the present day conditions | 
surrounding this issue. 


Economics in Operation 

Seeing no possible amelioration of Canada’s railway problem in any prospec- 
tive increase in traffic earnings due either to the early advent of a general and 
substantial expansion in business, or to.a large increase in our population, it is” 
useful to turn our attention to the possibility of solving the problem by institut-_ 
ing economics in operating expenditure. I am not competent to enter into the 
technical side of railway operation and shall, therefore, confine my remarks to 
the largest item in the ae budget. 


ahne "In view of the fact, owner that this issue cats Fe ee the cen 
tral point in the whole railway controversy, it is necessary for me to deal with 
it at some leneth and with considerable frankness, particularly as no one 
has, as far as I am aware, seen fit to do so. Since T wrote that Dr. McDou 
has appeared here and dealt with the subject. 

In implementing any unification plan the taxpayers would quite prope: 
expect that all undue hardship to employees should, as far as Pee 

{[Mr. Charles W. Peterson.] 
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avoided. The theory, however, which seems to prevail in many quarters, that 
the main preoccupation of our railway system is to provide permanent and 
highly paid jobs, cannot be tolerated. Railway labour, which has always been 
| the most highly paid and best treated trades in Canada, has no claim whatever 
to any more generous treatment than would be accorded employees in other 
_ lines of business affected by changes in organization. 
} Any displacement of railway labour, which might be the immediate effect 
of reorganization, is purely a disagreeable but necessary by-product. Any 
_ consideration of such extraneous factors should never be permitted to influence 
_ remedial action in a matter so deeply affecting the welfare of all the people 
of Canada. If, from motives of political expediency, special provision were to 
be made for displaced labour, the cost should certainly be assumed by the 
people of Canada and not by the employing railways, which are in no position 
i financially, and under no moral obligation, to extend compassionate treatment 
to superfluous employees. 
: In spite of the fact that capital invested in our railway enterprises, aside 
_ from money borrowed, have long ago ceased to receive any returns whatever, 
; it is apparently still assumed that railway labour has no responsibilities to its 
employers or to the public beyond performing its daily tasks. The clear 
- implication seems to be, that railway labour, secure in its powerful fighting 
_ organizations, admits no interest whatever in adequately protecting its own jobs. 
That duty is conveniently delegated to the taxpayers, shareholders and con- 
~ sumers of transportation. I venture to question the justice, certainly the wisdom, 
of this attitude. I can think of no other occupational group privileged to impose 
such arbitrary responsibilities upon the public. 


The Railway Wage Level 

Taking railway wages in 1913 at 100, in 1901 they stood at 68-8 and in 
1937 they reached 196-1. That shows an increase of nearly 200 per cent over 
36 years. Farm product prices during the same period increased 14-9 per cent. 
Railway wages increased between 1913 and 1937 by 96-1 per cent while farm 
product prices fell 0-2 per cent, and the cost of living for a family increased 
only by less than $3 per week. During that period we cheerfully created the 
_ present enormous deficit on the operation of the National Lines and it appar- 
ently never occurred to anyone in authority that there was an obvious answer 
to that state of affairs. Canada has certainly treated her railway employees 
ue ost generously, largely at the expense of agriculture, the heaviest user of 

Tailway transportation, and certainly at the direct expense of the taxpayer. 

| +The economic formulae under which modern society functions is very 
‘simple. Out of every dollar we pay over the counter an average of about 85 
‘cents is absorbed in the payment for human services. Normal employment is 
5 the result solely of normal consumption of goods and services. The volume 
| of consumption is controlled by the purchasing power of the consumer, and this 
is determined by the fluctuation in the general price level, which is controlled 
(ea Be olutely by the wage level. Orthodox economy expects the law of supply 
and demand to maintain reasonable equilibrium between wages and prices, so 
'-as to keep purchasing power and employment normal at all times. When, 
| By ever, we successfully contrived to impose arbitrary wage levels on our 
/ economy, the law of supply and demand at once became a dead issue and we 
hus created our unemployment problem, because while labour can enforce 
bitrary wages, it cannot compel the consumer to provide employment by 
. buying its product at artificial prices. 

The high wage theory is merely a transparent economic absurdity. Social 
justice to all occupational groups must be the guiding principle in the well- 
alanced community. This admits of neither high nor low wages, but demands 
rage levels based on justice only. Purchasing power must be fairly distributed 
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amongst all classes according to their contributions to the common welfare. 
About half of our population lives in the countryside. The purchasing power 
of that group determines the prosperity of the nation. The farmer normally 
receives so small a share of the national income that his purchasing power is 
governed entirely by the level of urban prices. As long as these are unduly 
high, as they must be under our high wage level, he is out of luck. 

More than one-quarter of the population derives its living from the wage 
pay-rolls. The purchasing power of this important group is also of grave 
concern. It must, nevertheless, be recognized, that even so numerically 
important a class as the wage earners cannot receive an unduly large propor-— 
tion of the income derived from production, without depriving the other three- 
quarters of purchasing power in terms of higher industrial prices. It is, by 
the way, well to bear in mind, that the crisis of 1930 arose when the industrial 
wage level was at its highest peak. That did not save the situation. There 1s, 
m fact, no economic salvation in high wages unless they are the result of 
higher individual efficiency. 


Farm and Labour Incomes 


Canada has stubbornly based her whole economy upon her supposed ability 
to pay the world’s highest urban wage level. That is one of the confused theories 
we have imported from the United States, the fountain head of most of our 
economic wisdom. Almost the sole function of the protective tariff to-day is to— 
guarantee and maintain this artificial wage structure. In a country where the” 
living of one-half of our population depends on agriculture, which must com- 
pete freely in its entire production with black, brown, yellow and white peasant 
and peon labour, such a generous urban wage policy is, to say the least, 
ambitious to the point of embecility. It is a typical product of the single- -track 
mind bereft of all sense of proportion. The average consumer can, of orn 
refuse to buy industrial products in normal volume, as he has been doing for 
several years, but when Canadian railways are forced to impose an artificial 
wage level upon a utility such as transportation, which we are all compelled to 
patronize, a situation arises which western farmers will only submit to under 
the strongest protest. 

I am not familiar with agricultural opinion in Eastern Canada, but would 
quote for your information the following extract from a recent editorial in “Them 
Canadian Countryman,” a leading farm periodical published in Toronto:— 

i 


“ .. One of the fundamental reasons why farm business and urba 
business as a whole cannot be carried on satisfactorily with our presen 
general price level is that the rate of wages paid in our most important 
urban industries is too high compared with farm prices. Taking the 
year 1913 as 100, we find that the index number of the price of farm 
products in November this year was 101. The index number of the rate 
of wages paid in our major urban industries is approximately 191. As 
trade is very largely simply an exchange of goods and services between 
people who work in the city and those who work on the farm, it is- not | 
much wonder that there should be so much unemployment and suffering — 
when a disparity of this kind exists. Considered in terms of purchasing © 
power the situation is even worse. Taking 1913 again as our base year, 
we find that the index number of the purchasing power of the price of 
farm products in November was 79. The purchasing power of wag 
rates was 149. ‘That is the purchasing power of wage rates is about doub 
‘that of the purchasing power of the price of farm products. This is a 
intolerable situation... ” 


Thinking farmers throughout Canada are apparently of one opinion 0 
this subject. One finds it difficult to reconcile the hour rate of earning of th 
[Mr. Charles W. Peterson.] a 
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western farmer, estimated at between 10 and 15 cents, with the comparatively 
princely wages paid at least in the upper grades of railway employment. No one 
ean dispute that the competent farmer possesses a wide assortment of knowl- 
edge and skill much superior to the average run of railway labour. He might 
with full justice demand a compensation for his year’s labour equal to that of 
the railway employee. 
The hazard to life in railway employment is strongly emphasized in wage 
- conferences. That superstition is many years out of date. With modern. 
safety devices it is doubtful whether the occupation of a train crew is nearly as 
_ dangerous as that of a taxi driver on our crowded streets. There is, in fact, 
neither rhyme nor reason in the whole theory of present wage differentials. 
Half of Canada’s wage-earners, backed by militant organizations, now collect 
80 per cent of the national wage bill. 
Existing hour rates of wages are constructed neither with reference to 
technical skill, duration of training period, hazard to. life and health nor on 
any other rational premises. The unvarnished truth is, of course, that they are 
_ based almost entirely on the efficiency, cash resources and solidarity of each 
individual labour organization, and upon the vulnerability of public welfare 
in respect to the essential services the members of each such organization 
are responsible for maintaining and, therefore, have the power to demoralize 
_ through the medium of strike. Labour’s ability to impose its will on the com- 
munity depends exclusively on these factors. 
The great international railway brotherhoods are admittedly the wealthiest 
and most powerful of all labour organizations, and have, therefore, been able to 
coerce their employers and the public into acquiescing in a wage scale which 
_ bears no reasonable relation to the earnings of other comparable occupational 
- groups. Railway labour, not alone by its uncompromising attitude on wages, 
- but by its notoriously wasteful cost and job increasing shop conditions, has 
now brought practically all North American roads to the point of bankruptcy. 
Western agriculture considers that a searching judicial inquiry into the justifi- 
_ cation of the railway wage scales is long overdue. Unless an effective check 
is applied, an increase in freight rates is inevitable. 


_ Foreign Control of Railway Labour 
I might here observe that, as a matter of public policy it is in the highest 
degree improper, if not actually dangerous, for the Labour relations of the 
government railways to be dictated by organizations domiciled in, and under 
the sole jurisdiction of, a foreign country, able to exercise at all times the power 
to completely demoralize the transportation system of Canada and to bring 
strong pressure to bear on its Canadian members, as has obviously been done, 
to strike, with foreign financial support, for higher pay in the interest of uni- 
' formity of compensation on both sides of the line, irrespective of the varying 
economic conditions prevailing in each country. 
It should be made absolutely clear to Canadian railway employees, that the 
wage level in the United States, which is now regarded as the standard for 
Canada, can have no sensible bearing on the Canadian wage level. It stands 
_ to reason, that public policy in the United States influenced by party politics, 
“might at any moment—and actually is at the present time—actively directed 
towards general economic and wage standards, which might be quite antago- 
nistic to the public policy and prevailing economic status of Canada. To per- 
-petuate the existing state of affairs is tantamount to surrendering to the United 
“States government—which has, from obvious political motives, recently inter- 
_ vened successfully to maintain ‘the high wage rates of her own bankrupt railway 
. —the final decision in Canada’s railway problem. 
~ No other nation in the world would tolerate such a labour organization 
‘set-up for a moment, particularly where it involved an indispensable public 
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utility. Canada’s dull acquiescence in this preposterous situation is a sinister 
reflection upon our unwillingness to deal intelligently with labour issues and | 
indicates the danger of Canada’s position as an employer of an army of highly 
organized public servants able, not alone to impose their views through a threat 
to dislocate our whole transportation system, but also to inflict political retali- 
ation when exorbitant demands have to be resisted. I cannot imagine a weaker 
or more vulnerable instrument for dealing with labour disputes of large 
dimensions than a democratic government. 


Wages and Freight Rates 


One would suppose that intelligent railway labour leadership in Canada, 
knowing that they are no longer serving an invulnerable transportation 
monopoly, would by this time pause and consider the future in the light of 
commercial self-interest. They cannot fail to realize that they have now — 
exploited the people of Canada to the utmost limit, and that the time is long © 
overdue to shed the 1929 “ boom” complex. The earnings of a controlled public | 
utilitv are strictly confined to the business available. The fortunes of its © 
employees must in the last resort move up and down in harmony with those of — 
the enterprise itself, unless we are frankly to cast overboard all the rules of © 
prudent business administration. 3 

There is, in fact, no place for the high, arbitrary wage scale, unless labour — 
can invent a painless formulae by which the patrons of railways can be coerced — 
into providing the revenue required in terms of increased rates and volume of — 
traffic. In the absence of such the present attitude of railway labour is simply . 
tantamount to a demand, that they continue to be in part affluent pensioners 4 
on the bounty of their needy fellow-citizens—a position not calculated to — 
enhance the prestige of a large and honourable occupational group, whose 
insular” leadership has apparently forgotten the admonition to “live and let 4 
live.” Z 


The demand of labour in 1936 for a ten per cent increase in wages—adding © 
$22,000,000 per annum to railway operating costs, equivalent to 8 per cent— 
made under threat of strike and with full knowledge of the precarious financial — 
situation of both railways and in the face of a substantially reduced cost of | 
living, was an unprecedented exhibition of callousness and disloyalty towards 
the interests of both their employers and the Canadian taxpayer. This pre- — 
posterous demand, unjustly acceded to constituted a major calamity. It was a — 
crude and craven admission of the strange theory, that as long as the people of 
Canada are in the railway business, the wages of employees shall bear no rela- — 
tion whatever to the ability of the business to finance itself. The taxpayers — 
will be forced to shoulder the deficit. It set a new precedent in government — 
operation of utilities. One wonders how the privately operated railway can 
efficiently manage its own labour relations teamed up with a competitive system 
under political control, whose decision in any labour dispute is bound to prevail 
The strategic advantage of labour under such a set-up is evident. 


From a point of view of transportation rates, the western farmer occupies © 
the most vulnerable position of any group in Canada. Any government which 
undertook to protect the present extravagant railway wage level by an increase 
in freight rates—and that is the plain issue involved—even though the agricul-_ f 
tural export rate structure were left intact, would sign its own death warrant in- 
the West. The effect would be a higher operating and living cost which would 
further reduce the prevailing near- -slum standard of living of western agricul- 
ture. it must be clear to the simplest intellect that the remedy for the desper 
straits of our railroads is not higher rates, meaning higher commodity prices, ‘ 
further restricted trade and transportation and more destructive compete 
_ but a sane wage bill substantially reducing operating costs. 
(Mr, Charles W. Peterson.] 


RAILWAY CONDITIONS 101 


Canadian vs. British Labour Attitude 

P Canadian labour leadership, in spite of repeated assurances of full protec- 
tion for railway employees, went on record recently in opposition to unified 
operation of our two railways.. This was an amazing demonstration either of 
complete lack of business perspicuity or of callous indifference to the ultimate 
fate of these. enterprises. It seems unthinkable that any responsible person 
‘should in these days of universal stress and sacrifice, seriously advocate an 
“increase of rates as a solution of our railway problem, until every other possible 
avenue of relief, including the rationalization of wages, had been completely 
exhausted. If that is a reasonable conclusion, it is obvious that railway labour 
cannot hope ultimately to maintain its present wage level under separate man- 
agement. of our two systems, for the simple reasons, first, that there is no relief 
in sight in terms of substantially increased traffic revenue, secondly, because no 
one is able to indicate where any further considerable economies can be effected 
under dual management, and, thirdly, because of the increasing competition of 
other means of transportation. Coupled with these facts is “the peremptory 
demand of a rapidly increasing section of the public that this indefensible, fiscal 
leak be stopped without delay. 


| Granting that the present unjustifiable wage level may eventually have to 
be reduced even under unified operation, it is still evident that the pressure on 
he wage earner must presently become infinitely stronger under separate man- 
agement, deprived of any other means of reducing operating costs and rapidly 
going into bankruptcy. One would naturally suppose that the only possible 
“chance of railway labour maintaining anything like the present level of wages 
would be precisely through unification. British railway labour, drawing very 
low wages and confronted with the same situation, quickly recognized that the 
only effective guarantee of fair wages and working conditions is a solvent 
employer. After the unification of all the British railways into four regional 
‘groups, railway workers there are now pressing for complete amalgamation of 
‘these into one concern in the interest of still further operating economies. 
anadian railway labour’ apparently has no interest in Canada’s railway 
problem, beyond what they erroneously conceive to be to their immediate 
A vantage in terms of jobs and wages. 


Or, it is conceivable that Canadian railway employees consider their position 
“unassailable and still hopefully pin their faith to the old-fashioned method of 
, te the public by the threat of domestic warfare, and the dislocation of 
“our transport services. If so, I would hazard the opinion that a general rail- 
y ray strike has now lost its terrors. It would not, in these days of efficient motor 
transportation, constitute anything like the menace it once represented. Public 
Opinion would assuredly be strongly adverse to the labour point of view in a 
fight practically involving the welfare of Canada. A strike would be irretriev- 
ably lost before it started. 


Economies Under Unification 


__ Competent opinion assures us that unified operation of our railways might 
easily effect such substantial savings as to eliminate the present ageregate 
losses. Those opposed to unification question that statement. Obviously, it is 
‘difficult to calculate even the approximate saving to be effected with such 
important controversial issues outstanding as the extent of abandonment of 
nprofitable lines, which clearly must be a matter of careful consideration and 
probably of lenethy negotiation with the interests affected. In this submission, 
shall not attempt to go further than to express very general opinions, based 
tirely on a somewhat lengthy experience as a senior business executive, upon 
subject clearly bristling with technicalities. 

= ‘To the direct economies which may be gained by unified operation of our 
“system of railways, the safest interim approach is perhaps the application of 
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ordinary, common sense. It stands to reason that the complete duplication of 
traffic solicitation and facilities, executive management, expensive and continent- 
wide service offices, publicity, accounting and scores of other overhead costs 
could be cut in two. or largely curtailed under unification. Some could be com- 
pletely eliminated. That these savings would in the aggregate amount to an 
impressive sum is indisputable. It is clear that a great public utility can, other 
things being equal, operate most efficiently and economically as one unit, relieved 
of all the expensive and vexatious problems incidental to keen competition for 
the patronage of the public. 

Whether the economies incidental to unified operation would, or would now 
completely cover the present deficit, is not the point. In view of the serious 
position of both our railway systems, the taxpayers of Canada have the right 
to demand that every possible avenue towards reduced operating cost be 
exhaustively explored and fully utilized in order, first, to limit the tax burden, 
and, secondly, to leave open the door to possible rate reductions in the future. 
Every single move promising any substantial economy in aggregate operating 
expenditure i is absolutely mandatory if we wish to salvage our five billion dollar 
railway plant and ensure indispensable rail facilities for our people. 


Competition Indefensible 


On the general subject of the propriety of the present competitive sctum 
in our railway services, may I point out, that democracy contemplates that the 
government shall at all times impartially conserve the legitimate interests, of its 
citizens without fear or favour. Shareholders in the private railway system 
invested in good faith in a concern incorporated under Canadian law, took 
great risks and are clearly entitled to decent treatment. When the government 
of Canada first embarked upon railway operation, the public business was fairly 
divided between the two systems. That was as it should be. Now all govern- 
ment patronage goes, as far as possible, to the National lines. It is plainly a 
case of competition without gloves between a government and a group of its 
taxpayers. The normal limiting factors in competitive effort are efficiency and 
available capital. Irresponsible competition ultimately leads to bankruptcy 
and elimination. The process of the survival of the fit maintains equilibrium. 
in business, and it is important in the interest of sound and sane national 
development that this natural process should not be unduly obstructed. B 

The President of the National lines, in his evidence before the Senate 
Committee, suggested that the mission of his system was not to make profits, 
but to render services to the public. In a recent speech at Toronto, Mr. 
S. W. Fairweather, Chief of Research of the National Railways, said:— .. 


“There is another side of the deficit of the Canadian National; 
primarily the railway is not operated for profit, but for public service. 
and the development of the country . . . . it would be a short- 
sighted policy to make railway profits the criterion and test of develop= 
ment.” 


& 
oe. 
Such an operating policy under the present railway set-up would, of course, 
be absolutely unjustifiable. That the government of Canada should furnish 
transportation at less than cost in order to promote the development of the 
country, or any part thereof, might conceivably be excellent public policy in 
many cases. But however meritorious such a policy might be, it would no 
necessarily involve compelling the shareholders of the competing private railway 
system to become equal contributors with the government towards any ae 
objective of general public interest, by means of what would virtually amount 
to discriminatory ‘taxation. This principle creates a preposterous situation. Ps 
It is clearly unethical for a government to enter active business in con 
petition with its own taxpayers. If a government is at any time confront 
with the necessity, in the public interest, of socializing any utility or busine 
(Mr. Charles W. Peterson.] ; 
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De irice: it is its bounden duty to leave no stone unturned forthwith to create 
of such business a public monopoly and, even at considerable sacrifice, to give 
every private concern in the same business the fullest opportunity to escape 
from the admittedly impossible situation of competing with its own govern- 
ment, having the capacious pockets of its taxpayers—including even those of the 
private competitive enterprises—to resort to or liquidate the financial conse- 
quences of eventual extravagance and mismanagement. The record of our 
National Railways, with its periods of reckless expansion and duplication of 
services, provides the most convincing proof, if any is needed, of the fairness 
and soundness of this principle in public administration. The’ present railway 
set-up in Canada is obviously immoral, illogical, and indefensible. 


. Competition and Services 


In the early days the west fought persistently and justly for competition 
-in transportation. With the advent of the Railway Commission and public 
control of rates and services, however, this issue at once became obsolete. 
_ The assertion that competitive enterprise | is desirable in order to promote 
efficiency in railway services is not convincing. According to that theory we 
should also have competition in telephone and postal services and in other public 
utilities, when it is common knowledge that the tendency the world over is 
4 precisely to operate all public utilities as a monopoly under rigid state control, 
not alone in the interest of efficiency and economy, but also to avoid the burden 
_ of uneconomic services. Public service enterprises are everywhere regarded as 
“natural” monopolies. 


___ Itis true, that the absence of the spur to improve services afforded by keen 
competition, might lead to deterioration. On the other hand, it is equally 
true that such competitive services are generally inaugurated long before they 
are economically justified, thus leading to extravagance. Under unified, non- 
_ political control improved services would be provided as soon as they ‘would 
_ pay their way and no sooner. Under competition they are offered as a bait for 
- increased patronage. Presently the competing line must follow suit and also 
~ embark upon a losing adventure. It may, I think, be successfully argued, that. 
~ in the last resort, one solvent railway will give better services than two com- 
_ peting lines both hovering on the verge of bankruptcy. 

. Our outstanding problem is to make the transportation system of Canada 
' as a whole pay its way, consistent with rendering adequate—but only ade- 
 quate—services to the public. The western farmer is of the opinion that the 
a people of Canada. evidently are not in a position to demand and pay for 
“palaces on wheels” or any other expensive superfluities. If there were, both 
_ railways would probably now be in solvent circumstances. Granting a moderate 
- and sane view on the subject of services, I cannot see the slightest justification 
for maintaining competitive railway transportation. On the contrary, it is 
‘not alone absolutely indefensible in principle, but it defeats the paramount 
objective of economy in operating cost. 


| Abandonment of Unprofitable Lines 


It has been asserted that one of the most promising, and also perhaps the 
_ most controversial, objective in the reduction of aggregate railway operating 
mcosts, lies in the abandonment, or part abandonment, of the enormous mileage 
of paralleling and unprofitable lines, estimated by the Duff Commission at 
17,000 miles. This problem in railway operation is not, of course, peculiar to 
| ‘Canada, nor indeed to new countries. Great Britain has faced the same situation. 
| Tt i is estimated that if military considerations were ignored and British railways 
could substitute truck service, 2,600 miles of single track lines could profitably 
be abandoned, representing 13 per cent of the total route mileage. During the 
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past ten years one per cent of the aggregate mileage has actually been conimisele F 
abandoned. 

I shall, however, offer no comment on this subject beyond this, that if the 
Railway Commission, with all the facts before it, deems it essential in the public | 
interest that services should be maintained over any unprofitable lines, then, 
having. due regard to any subsidy or equivalent a railway may in the past have 
received in respect to the construction and operation of an apparently super- 
fluous line, the government of Canada should assume its just and proper share - 
of the annual losses involved, by special and direct subsidy to the operating 
railway. That would keep the record straight. , 

Furthermore, as a public contribution towards, and in order to facilitate, 
railway rationalization, western people would unquestionably support a very 
liberal policy in that respect, so that no injustice may be inflicted either upon _ 
the railways or upon vested interests along existing unprofitable lines. The 
government might conceivably subsidize motorized highway transport to serve 
such areas, in some cases using the abandoned right-of-way. With this highly - 
efficient alternative now available, the obstacles to abandonment should not | 
present anything like the difficulties it did some years ago. At any rate, the 
solution of the railway problem is of so urgent a character that sacrifices can 
be safely demanded from all interested classes of the community. 7 


The Political Implications 


A dispassionate survey of the railway situation would not indicate that it i is 
by any means hopeless. Obvious opportunities for substantial economies in 
operation present themselves in numerous directions, There is, however, no easy 
way out. The easy remedies have been exhausted by this time. We now face 
those uncomfortable issues in economies, which involve fundamental changes - 
and controversial policies. Several feasible railway unification plans have been 
constructed amply protecting the public interest. ’ 


The arguments hitherto advanced against unification are based almost 
entirely on the extremely doubtful virtues of competition and ignore the crucial | 
points, which are, first, the moral impropriety and the economic wastefulness 
of competition and, secondly, the urgent business problem of salvaging an indis- 
pensable public utility through facilitating operating economies, rather thanil 
through increasing the cost of services to the farmer and the general public. © 
That unified management of the two systems will eventually be forced upon the 
people of Canada, admits, as I see it, of no doubt whatever, simply because there 
is no other easy way to eliminating operating losses. Presently an overwhelming | 
majority of the Canadian people will demand the common sense solution of thal 
problem. * 


It is painfully evident that the real obstacle to railway rationalization i? 
the political implications involved. The personnel, representing about one per 
cent of the population, but controlling perhaps a quarter million votes, constitutes 
one of the serious problems of democracy engaged in the dangerous pastime ~ 
of ownership and operation of “Big Business.” An isolated major adventure 
in state socialism embracing an army of perfectly unionized workers cannot 
possibly succeed. Successful control and socialization of business necessitates 
a political dictatorship, able to restrain the unionization of labour for bargaining 
purposes. That has been demonstrated over and over again in Europe since 
the war. When a democratic government undertakes, directly or indirectly, 
to bargain with large bodies of powerfully organized employees, its final decision — 
obviously affects its own political fortunes and, therefore, opens the door wid 
to political corruption. In every general election the railway vote would 
naturally favour the highest bidder. We cannot afford to ignore this deadly, 
menace to our public life. 

(Mr. Charles W. Peterson.] 


RAILWAY CONDITIONS 105 


It has even been suggested that railway unification in Canada would con- 
“stitute a public menace, as so large an organization would be politically all- 
powerful. That, of course, is sheer nonsense. Whether the railway vote is 
concentrated under one management or under two or half a dozen, the railway 
brotherhoods will always act as one unit and labour, under the present set-up, 
will bestow its political rewards or punishments as one unit. The danger of 
labour domination obviously lies solely in the political administration of railways. 


“Non-Political Control 


I am in complete agreement with the Drayton-Ackworth Royal Commission 
report which says on this subject: 


, . We believe that the history of railways all over the world, where 
the management is directly under a minister responsible to a democratic 
Parliament, confirms our position that under such a system the public 
suffer because special interest obtain concessions at the expense of the 
community as a whole. It is for this reason that we have emphasized 
our recommendation that the management of the railways be entrusted 
to a body independent of politics. 


q The government and the Federal Transport Department must be divorced 
entirely from the management of our railways, through unified control under 
a board of possibly fifteen directors, five elected by the government, five by 
the shareholders of the Canadian Pacific Railway and one each nominated by 
some such representative and non-political bodies as the Canadian Chamber 
‘of Agriculture, the Chamber of Commerce of Canada, the Trades and Labour 
Council, the Canadian Manufacturers Association and the Engineering Institute 
of Canada. A board so constituted would completely protect the management 
of the unified railways from political pressure and would also give the taxpayers 
and shippers of Canada direct representation uninfluenced by politics. 

¥ Such a board should elect and ‘appoint its own officers, and it would be 
important that minority groups within the directorate should have full and 
independent access to the impartial and final judgment of the Railway Com- 
Mission on all majority decisions upon rates and services with which they were 
“not in agreement. A semi-judicial body such as this, with a background of 
technical knowledge of railway administration and having available a staff of 
competent technical advisers, and being specially charged with the responsibility 
‘of safeguarding the joint interests of the owners of the unified system—the 
Citizens of Canada and the shareholders of the Canadian Pacific—would assur- 
sdly come nearer rendering safe and sane decisions than the political head of 
, department, exposed to the influence of pressure groups and hampered by 
Ininformed public: opinion and party considerations. 


Conclusion 

_ That Canada’s railway problem must be solved at the earliest moment is 
mandatory, not alone because it involves an intolerable and wholly unnecessary 
burden on the taxpayer, but especially because it is exercising a distinctly 
lemoralizing influence on public opinion. Coupled with our enormous expendi- 
ure on relief, our. apathetic attitude towards this destructive leak in our 
ational resources, has already created the illusion in the minds of too many of 
Our citizens, that the public purse is bottomless and that we can with impunity . 
continue to add to our fantastic public indebtedness. 

In order to conveniently defer constructive action, timid political leadership 
yas from year to year deliberately reassured the public in respect to Canada’s 
cal position, until many otherwise intelligent citizens, influenced by irrespon- 
le, financial “witch-doctors,” are now actually beginning to believe, that 
redit and debt, public and private, is, in fact, largely a matter of accounting 
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tricks and the liberal printing of currency. When the government itself refuses 
to face the desperate realities and complacently condones a ruinous deficit on 
railway operations, which in saner times would not be tolerated for a moment, 
we may confidently anticipate that the man-on-the-street is going to be no 
less complacent, and many will be quite ready to support weird plans to 
solve fiscal problems by financial magic. That is the price democracy pays 
when governments choose to underrate the disastrous effect on mass-opinion 
of an attitude of unconcern respecting spectacular financial losses. 
Transportation in a far-flung country like Canada is the central operation 
of our industrial and agricultural economy. It intimately touches the life of 
every citizen and it behooves Canada to promote, by every means within her 
power and at almost any sacrifice, the highest possible degree of efficiency and 
economy in her vital transportation services. Confronting an identical problem 
in 1921, a determined government in Great Britain, facing strong opposition 
by the railways, by labour, by the technical press and the general public, abol- 
ished wasteful competition through the wholesale amalgamation of 120 rail- 
ways into four regional, non-competitive systems. The new set-up has now 
earned the approbation of everyone. It saved the situation completely. Are 
our Canadian leaders unable to emulate this example of bold statesmanship? 
What I believe to be a rapidly growing majority of Canadian citizens and 
almost the entire press of Canada, are to-day united in the demand for speedy 
railway rationalization. Are we to confess, that, facing this national emergency, 
our political leaders are unable to sink considerations of party advantage and 
to agree on a rational plan of unification in the best interests of Canada? If 
our statesmen of to-day wish to avoid the opprobrium of the public of to-morrow, 
they have no choice, but to pursue the logical course dictated by common sense 
and a realistic conception of the grave problem facing us all. F 
The responsibility resting on our political leaders of all parties is a heavy 
one. If the welfare of Canada is to be made subservient to the fortunes of 
political parties and occupational pressure groups, our case is desperate indeed. 
But I cannot bring myself to believe that our leaders cannot be brought to 
agree on sinking selfish interests in meeting a crisis, which, unless surmounted 
through co-operative effort of high minded men, threatens to perpetuate the 
existing economic stress and ultimately to tarnish the good name of Canada in 
the financial centres of the world, thus retarding the clock of national progress. 
That is the inevitable penalty we would pay. 
The Cuarrman (Hon. Mr. Beaubien): Thank you, Mr. Peterson. 


The Committee adjourned, to meet after the House rises this afternoon. 


The Committee resumed at 4 o’clock p.m. 
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The CHairman (Hon. Mr. Beaubien): Gentlemen, we will come to order. — 


By Mr. Biggar: 

Q. Mr. Peterson, you painted a rather dark picture to the Committee of © 
the prospects of railway operation in Canada. I suppose you have seen Pro- 
fessor McDougall’s evidence before the Committee at its last meeting?—A. Yes, 
I just had a look at it, thank you. 

Q. Have you seen it in print?—A. No, I have not. 

@. And you have not seen therefore the chart?—A. Yes, I obtained a copy 
of the typewritten evidence. 

Q. Your views, I suppose, as to the future would not differ widely from those ae 
expressed by Professor MecDougall?—A. No, I think not. 


might be roined: first, by the reduction, of wages and, sant by some ikind of 
unified management ?—A. Yes. 
[Mr. Charles W. Peterson.] 
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_ Q. Turning to the first of those, there is a passage in the memorandum 
ou read to the Committee this morning which suggests that urban wages gen- 
ally, and not merely railway wages, are rather out of line with the remunera- 
on that a farmer or anybody connected with export production can get?—A. 
eS, sir. 

Q. Would in your view the level of railway wages be more out of line with 
the farmers’ remuneration than other urban wages?—A. Absolutely so. 

_ Q. Have you any figures to indicate the extent of that difference?—A. No, 
not anything beyond what I submitted in my brief this morning, but it is 
mmon knowledge that railway wages are perhaps the highest of any indus- 
rial wages in the community. 

Q. And your view is that that level of railway wages has increased out 
of proportion to other urban wages during the last twenty-five -years?—A. Yes, 


q Q. Do you suggest any particular explanation of that beyond the pressure 
oi the railway unions as suggested in your brief?—A. There is not any explana- 


tion. ; 
- Q. There is not any?—A. I would not think so. Industrial wages depend 
ttirely on the ability of organizations to control an increase. 
Q. Would you say that the difference between the level of railway wages 
nd the level of other urban wages had always existed, or has it become 
geravated since 1913?—A. It has become aggravated probably, but it always 
isted. 
> Q. It always existed to some extent?—A. Yes. 
_ Q. There are two or three other points which occur to me with regard to 
what you suggested. You spoke of a recent soil survey in the province of 
Saskatchewan indicating that about 29,000,000 out of a total possible 33,000,000 
rable land was already under cultivation?—A. Yes, sir. 
- Q. Can you tell us who made that survey and when?—A. It was made by 
e soil experts of Saskatchewan university, but it is only fair to say it must 
e been a reconnaissance survey, which cannot be accepted as absolutely 
orrect, but it gives a fair indication of what the situation is. 
_ Q. Is there any corresponding information with regard to the provinces 
f Manitoba and Alberta?—A. No, sir, but I believe they are making a similar 
‘survey in those two provinces. 
_ Q. Is there any reason to suppose that the relation of arable land to 
iltivated land is widely different in those two provinces from the province of 
katchewan?—A. I would not think so. Probably in Manitoba, but not in 
Alberta. 

_ Q. One other small point. You spoke on page 29 of the Duff Commission 
aving referred to 17,000 miles of lines as paralleling and unprofitable lines. 
| you give me a reference to the part of the report or the evidence of that? 
. | am afraid I cannot. It was purely an incidental figure I took out of a 
Immary of the report. 

~Q. I have looked at the proceedings of that commission and I did not find 
hat, at least I have no memory of it.—A. I may be misinformed, sir, but I 
k it out of a summary of that report in some magazine. 

Q. You know of course that the Canadian Pacific estimate contemplated 
abandonment of only 5,013 miles?—A. I am really not very well acquainted 
the position of the Canadian Pacific, I have not. followed it particularly. 
have read some statements, but I have not paid any particular attention to 
WMeIr case. . 

\ a. A point you made with regard to the relation of labour to the railways 
$ independent organizations and as a unified organization I did not quite 
. You said you thought it was in the interests of the railway unions to 
upport unification because they would thereby be pretecting their employ- 
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ment. Did I correctly understand you there?—A. That is as far as practicable 
the position I should think railway labour would take. Under unification the 
pressure would not be as strong as it would be under separate management 
where they have no other methods of effecting economies. 

@. I wondered why you suggested that, because I have a little difficulty 
in following it-——A. I suggested it for this reason. I think the attitude of labour 
on unification is preposterous from their own point of view. 

Q. Exactly. That is what I want to get at—A. Because under separate 

management I fail to see where any substantial savings are going to be made. 

Under unification, whatever the savings may be, there are certainly enormous 
savings in sight, and obviously the pressure of wages would be much greater 
under individual than under unified operation, simply because they have not 
the same forces of economy. 

Q. But you pointed out that the position of the unions was stronger when 
the employer was the Government than when it was a private corporation?— 
A. Well, I took it for granted of course that some steps would be taken to 
remove the operation of railways entirely from Government influence. 

Q. But I am putting it from the railway unions’ point of view. You still, 
adhere to that view that the position of the unions is stronger in relation to 
the Government than it would be in relation to a private corporation?—A, 
Quite true, sir. 

Q. The ground upon which you put that, I understood, was that in thel 
case of the private corporation they had, as it were, only one string to their 
bow, that is to say, ‘we will close up your undertaking for a time unless you 
agree.”—A. Yes. 4 

Q. Where as in the case of the Government there were two strings: “We 
will close up your undertaking as in the case of the private corporation, and 
as an alternative we will choose some other Government to replace your Gov- 
ernment if you do not agree.”—A. Well, I was dealing with the question as an 
economic question. We must concede that any enterprise must pay its operg 
ating expenses out of revenue. They may be able to draw on capital to do it, 
but they cannot do that indefinitely. Therefore anything that would enable» 
the railways to meet their operating costs, any economies whatever that could” 
be effected, would be very much for the benefit of labour. 4 

RY But is it true in regard to the railways in Canada that it is necessary 
wages of labour should be paid out of revenue; has it ever been true on the 
Intercolonial?—A. No, but nobody regarded the Intercolonial railway as @ 
business proposition. It was constructed for certain purposes and under the 
terms of the agreement I imagine if there was a loss the Government naa 
had to foot the bill. But the railway situation as a whole must be lookec 
upon _as a business enterprise. 

Q. Is not that assuming an attitude in opposition to the case that has | 
been made before this committee which is, as I understand it, that not only the 
Intercolonial but a large number of other lines have been built in Canada, not | 
for the purpose of making revenue but for the purpose of improving the general 


Mi 


economic position of this country, and that it is justifiable for the ty 
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Ri gustan phere were SNS necessary, Gut I imagine no lbnear ae 
would be built that would not ultimately pay its way. 

Q. But Mr. Hungerford told us last year there were a number of li 
included in the Canadian National system—he did not specify them—wh 
no private company would think of continuing to operate, but which wel 
operated in the national interest. I am only pointing that out to ascertai 
- whether your general proposition that wages must be paid out of revenue ¢ 
really bear examination?—A. My answer to that would be this, that sensi 
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i do not build railways that are for ever going to be a burden on the 


det ; 
Q. That they think are for ever going to be a burden on the public?—A. 
Sooner or later a railway constructed must pay its way either as a feeder to 
the main line or as an independent proposition. You cannot build a railway 
system in a great country like Canada and expect to send the bill to the tax- 
payer every year. 
_ Q. Suppose all the railways in Canada were operated under Government 
‘control as a single organization, would it be true that the labour force must 
be paid out of revenue?—A. It is true to this extent: as soon as possible the 
“Government and the railway, or the combined or whole railway system, must 
pay its way. 
_ Q. Is it true when you take water transportation, for example, in respect 
of which there is very little revenue, or when you take roads, in respect of 
ich there may or may not be a revenue?—A. Well, it is perfectly true that 
all over the world railway systems under Government operation do not 
pay their way. In Australia I do not think they ever paid their way. I do not 
hink the railway system in Denmark ever paid its way. And they try to 
ring such economies as they can. When they have exhausted the possibili- 
es of that there is nothing to do but to let the public foot the bill. 

Q. Don’t you then come down to the question of whether the operation 
or is not in the public interest?—A. Naturally it would be. Of course a 
ntry like Canada must have a system of railway transportation. A country 
| like England could do without it, but I suppose questions of policy must enter 

nto the subject. 

' Q. Well, I am just trying to find out why you say that this thing must be 
lealt with. Why cannot we go on as we are?—A. Well, it would not be good 
business if there is any possible chance of making these railways pay. If there 
1S not, we are powerless. ¥ 

Q. Perhaps you would really rather put it on this ground, that the demands 
the treasury of Canada, not only for railway purposes, but all purposes, 
greater than can conveniently be met?—A. Yes, it might be put that way. 
Q. And therefore if you get an opportunity to make an economy in the 
ways you would to that extent relieve the pressure on the treasury ?—A. No 
t about that. On the other hand, you cannot overlook the fact that if a 
ry is going to give transportation at less than cost, it has no business to 
ourage private enterprise to enter that field. 

Q. But having encouraged private enterprise to enter the field; having 
as you state, given control of that private enterprise to a public body, 
ailway commission, is there any further step that the Government could 
ould not take? I mean, where do you draw the line?—A. Well, the only 
the Government can take -is to try and work out plans af the greatest 
sible economy and the smallest possible loss. 

Q. You put it on that general ground?—A. You cannot put it on any other. 
. Not specially with regard to railways, but generally with respect to 
¢ utilities?—A. Partly, yes. 


Be : _ By Hon. Mr. Calder: 


_ Q. In your statement did you advocate that the railways should be put in 
ition where they would pay all the costs out of revenue?—A. Well, that 

y mental attitude, Senator. 

). Do you think that is possible? You say that was your mental attitude? 

That was my mental attitude, and I would go so far as to say this: that 

ing utilized every possible opportunity for economical operation, if there 

was a deficit I suppose the public treasury must stand for it. fr aps 


ry Pu ae ot OT NG eee a ks, a Woe el bet ae Pf 
’ iG fir CA 
, ht Nate a ‘ 2 ea 


110 SPECIAL COMMITTEE 


Q. What you were doing then, this morning, was simply to advocate what-— 
ever economies you thought were possible?—A. Exactly. 
Q. And now you say that if, when that has been done, there is a deficit, 
the state will have to take care of it?—-A. I cannot see any other way, because © 
railways are absolutely necessary in a far-flung country like Canada. 


By Hon. Mr. Robinson: 


Q. To go further. If thestate has to take care of the deficit, and if, as has 
been pointed out by the witnesses including Professor McDougall, the revenues © 
are in a decline, and have been for years and will keep on declining, I suppose ’ 
that will mean the state would have to take care of the deficits of the C.P.R& 
as well as of the Canadian National?—A. Oh, no, I would not go as far as that. 

Q. How could it escape?—A. The C.P.R. would go into a receivership, I 
suppose. That is all there is to it. 4 

Q. They would be practically in the hands of the Government if this scheme 
“were carried out?-—A. That would be the logical. thing. Then the Government 
would be responsible. a 

Hon. Mr. Harc: No, they would not. They would only be responsible for 
the operation of the roads. No receiver pays any debts except out of what is_ 
left over. 2 

Hon. Mr. Rosryson: These roads have large bond issues. hi 

Hon. Mr. Hara: The bondholders have put their money on the wrong 
horse. se 
Hon. Mr. Rosinson: The suggestion was that they would be oiaranti 

Hon. Mr. Haia: I never heard that. e. 

Hon. Mr. Danpvuranp: There is a procedure by which the bondholders" 
take charge when their interest is not paid, and substitute themselves for the 
shareholders and continue the administration of the railroad. x 

Hon. Mr. Hatc: Sure. That is, I presume, what Mr. Paterson would 
expect to happen. a 

The Wrrness: Of course, the question of public policy would come in. 
Would it be good policy to let a great corporation get into that position? f 


‘| 


By Hon. Mr. Haig: ss 


=e 
~ Q. I understood you to say that you thought a certain amount of unifies 


tion would effect some saving. For instance, in Calgary there is a central Tn 


office for the C.P.R.; there is also a central ticket office for the C.N.R. In 
Edmonton the same is true-—A. And two station ticket offices. -— 
Q. Would you suggest that by unification you could save one ticket i 
in each city?—A. That situation applies the world over. I expect there are) 
ticket. offices in Australia, South Africa, Great Britain, france eee 
In the United States there are hundreds. ce 
Q. You think that would be a saving to the road?—A. Absolutely. That is 
the first thing the United States Government did. a 
Q. Following Mr. Biggar’s question, after you made all those savings, 1 
there was enough to balance the budget, then the railroad men, the employees 
of the road, would be in a much stronger position? A. No. question about 
that, sir. . 
Q. That is your argument?—A. If IT were drawing my living out of a 
railway, that. is the position I would want it to get into. | 
Q. You would be in favour of unification of these services?—A. 
certainly. ) 4 
(Mr. Charles W. Peterson. ] 
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- _ Hon. Mr. Rosrnson: If you have unification you are going to save a lot 
_ of money, but you have got to get into a pretty entangling alliance. You have 
_ to abandon roads and shops and form a united railroad or you cannot get very 
far, and it does seem to me very doubtful whether it will be easy to untangle 
_ the proportion of the losses of the C.P.R. and of the Canadian National. You 
_ treat that rather cavalierly, and say the C.P.R. has to look after its own bonds, 
_ but, there is one united railway. 
Hon. Mr. Cauprer: As I remember, Sir Edward Beatty laid a proposition 
_ something like this before us: that the terms of unification would have to be 
_ settled by contract between the C.P.R. and the Government; and if I remember 
correctly, he said that for the purpose of making that contract we would take 
_ the earnings of both systems for a period of years and finally reach an agreement 
_ as to the proportion of the new earnings that we would be entitled to, to pay our 
_ bondholders from the receipts of unification. Now, if such an agreement as that 
is entered into, the new system would not concern itself at all with the bonds 
of the C.P.R. They would simply get their share under that agreement, and if 
» that share did not take care of the interest on the bonds the unified system 
_ would not be concerned at all. You remember him making a statement along 
_ that line. 
> Hon. Mr. Rosinson: I do, and I remember him also saying the issue of 
_ bonds would mean a mew guarantee. 
a Hon. Mr. Carper: That is construction. 
Hon. Mr. Rosinson: I am talking about the physical condition. 


Hon. Mr. Cauprr: Oh, there is no doubt about that. And I understood him 
_ to say he would make a recommendation to his stockholders that an agreement 
_ along those lines be entered into. 
Hon. Mr. Rosrnson: I think that is correct. 
Hon. Mr. Cauprr: The unified system would not be interested in the bonds 
of the C.P.R.; whatever there wag to take care of those bonds would come out 
_ of their proportion, to be agreed upon. 
, Hon. Mr. Rostnson: Do you not. think, regardless of all that, that having 
become so entangled and so unified, the bondholders would come to the Gov- 
ernment and say, “You are responsible?” 
| Hon. Mr. Catprr: Not if they entered into an agreement to the contrary. 
Hon. Mr. Rosinson: They are not a party to the agreement. 
Hon. Mr. Carper: They must be a party to the agreement. 
Hon. Mr. Rosinson: Do you think it would bind them? 
_ Hon. Mr. Hare: If you were a bondholder of the C.P.R. you would be glad 
to enter into such an agreement. The bondholders of the C.P.R. would join 
1m this agreement. because to-day their bonds are very uneasy. 
Hon. Mr. Cauprr: And the picture is getting worse. The picture of railway 
companies the world around is such that I think any bondholders would be glad 
to enter into any agreement that would to some extent protect. them. 
| Hon. Mr. Rostnson: They generally want all they can get, and with the 
Government behind it— 
} Hon. Mr. Hucessen: What would happen when the bonds matured? 
«Hon. Mr. Cauper: There is too much law in that for me. 
_. Hon. Mr. Hara: Nothing would happen. The agreement suggested by Sir 
Edward Beatty was this: that he and his shareholders—which would have to 
include his bondholders, or otherwise they would have to let the road go into 
bankruptcy, and then they would be wiped out— 
_ Hon. Mr. Murpocx: Where do you get that? 
756373} 
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Hon. Mr. Hate: That is the only possible solution—and I do not want — 
to scare anybody. You do not have to be deaf, dumb and blind to know that 
if the present condition goes on, as outlined by Professor McDougall—and I 
think he was very moderate—the stock of the C.P.R. will be worth nothing, — 
the secondary bonds will be worth nothing, and it will be only a question of time — 
whether any bonds will be worth anything. Therefore those bondholders would — 
be most delighted to have an agreement with the Government, because if — 
$10,000,000 or $40,000,000 or $50,000,000 could be saved, they would benefit. 
They would say, “That gives us a better chance to get our money than we have 
under present conditions.” And I understand Mr. Peterson to say, and I agree 
with him on this point, that the men would be better off, ultimately, under — 
amalgamation. The only problem would be with respect to the men immediately 
thrown out of employment. They would have to be dealt with. 

Hon. Mr. Hucrssmen: But would the present bondholders of the Canadian 
Pacific waive their claim on the property? That is the question. 


Hon. Mr. Haig: They would to the extent of that agreement, that is all. 
Hon. Mr. Hucessen: That is only as far as their interest is concerned. 
Hon. Mr. Horsry: Would they agree to destruction of assets? 

Hon. Mr. Hate: They would agree to the extent of this amalgamation. 


Right Hon. Mr. Mricuen: If I appreciated Sir Edward’s argument, it was — 
this. We will agree on a period of years and take the average earnings of our © 
road over that period, and the average of Canadian National earnings, that is ~ 
earnings less operating costs. We will make earnings under the unified system. * 
To the extent that those earnings equal the average earnings over this agreed © 
period of years, we will divide them in the precise proportion that thy were over ¢ 
that period. We will regard earnings over that average as earnings accruing be- © 
cause of the unification, and the Canadian National will be entitled to at least 
half of those improved earnings—he expected there would be improved earnings. a 
Now, from memory, I think that Senator Haig is right. Sir Edward said: I © 
can only recommend this. It certainly would have to be approved by our 
stockholders. And I am pretty sure he said it would have to be approved by © 
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the bondholders. Ordinarily the bondholders would not have to approve, but 
here the bondholders are unquestionably entitled under their trust deed to the 
operation of their road. The company could not abandon the operation of part 
of its road and be true to its bondholders. Therefore, the bondholders would | 
have to come in and assent. But, as Senator Haig has pointed out, the bond- — 
holders have only one thing to look at. The road itself is no good; bricks and 
rails and so on are no good if they are not earning anything. So the bond- 
holders have only to look at the earnings. And the bondholders will see a 
prospect of better earnings under unification than there is now. But the security 
will still be on the Canadian Pacific; there is to be no undertaking by the” 
unified management to pay bondholders anything. If the earnings x 
unification do not improve, bondholders will be no better off; and if the earnings | 
are not as good as before, they will be worse off. a 
Senator Hugessen asks what would happen when the bonds matured. Thet| 
Canadian Pacific bondholders would be in exactly the same position as if the | 
bonds matured now. Sir Edward Beatty said that inasmuch as the earnings | 
improve they would be better able to renew their bonds. : 
Hon. Mr. Danpuranp: And if they did not improve? a | 
Right Hon. Mr. Mricuen: Then the company would have to go ee reg 
celvership. 4 
Hon. Mr. Rogrnson: No. I think he said that if they failed to pay intere 
the bondholders would automatically become stockholders. 
[Mr. Charles W. Peterson.] 
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Bs: Hon. Mr. Teas I think he said that the great majority of Canadian 
i Pacific bonds had no term, that they were perpetual. 


p Right Hon. Mr. Mricuen: That is their problem, not ours. 


Hon. Mr. Haie: Senator Robinson is right. He said they became stock- 
holders. 


Right Hon. Mr. Mricumn: Yes, they would. 


By Hon. Mr. Dandurand: 


Q. You have told us, Mr. Peterson, that the administration of the two 
railways has been good, that the management have done their duty in ad- 
ministering the Canadian National and the Canadian Pacific?—A. Yes sir. 

a Q. And that the instructions to the two railways, under the Act of 1933, 
| to compress their expenditures, had given certain results, and you felt that no 
more results could be obtained under co- operation. I should like you to be 
“present when we have representatives of the two railways here and see what 
they have effected, sine the Ist of July, in the form of co-operation, in schemes 
of abandonment which are presently before the Transport Board, and others 
that are on the way to that board. If you were here I think you would realize 
that the two railways have only begun to act seriously under the legislation of 
1933 to reduce their expenditures——A. I would like to believe that. 

__ Q. You have, said in your submission that if lean lines must be maintained 
for the service of a certain region, and the Canadian National is carrying that 
load for the state, then the state should cover the deficits, for the purpose of 
good book- keeping with the Canadian National?—A. Well, under a unfied sys- 
tem, of course. 

—___Q. Well, under co-operation as well, or the present system. 


4 - Right Hon. Mr. Metcuen: After every possible economy. 


By Hon. Mr. Dandurand: 


_ Q. I am speaking of lean lines. I think you will find on the map that 
there are thousands of miles of lean lines, including the Intercolonial Railway, 
that are unprofitable and have always been so. If you were here J would ask 
you to indicate to me the lines that should be abandoned and have the rails 
 lifted—A. I could not do that, sir. } 
» . Q. If it is justifiable to maintain these lines as a public service, what 
difference does it make whether the deficits are carried by the Canadian National, 
whose shareholder is the state, or by the state directly?—A. No, there is no 
fe sce, sir. 

— -Q. There is no difference?—A. No. 


By Right Hon. Mr. Meighen: 
~ Q. But your argument is that that condition only arises after every practical - 
economy has been explored and put into effect?—A. Of course. 
Q. Your stress was on the economy?—A. Yes. I imagine there are a great 
many unprofitable lines that simply could not be closed, which it would be 
against the public interest to close. And in that case I say that if the Govern- 
ment of Canada, in the public interest, wishes to have these lines carried on, 
it is only fair, for purposes of public book- keeping, to subsidize them, unless 
| th ney have already been subsidized. 
- Hon. Mr. Cauper: In my judgment that whole situation would be taken 
C re of under the agreement between the Canadian Pacific and the Government, 
ve discussed it a moment ago. The two roads amalgamate. There is an 
ment betweem them that they will take into account their earnings for a 
riod of ten, twelve or fifteen years, as the case may be, prior to the time of 
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amalgamation. The amalgamation takes place cate: that ‘agreement. All 
lines, good and bad, including these lean lines, are there. The agreement 
provides that each of the component parts will be entitled from the earnings — 
to a proportion based upon their earnings in the period of years agreed upon. 
Now, even if there are economies, it must be expected that there will be a 
deficit in so far as the Canadian National end of it is concerned. All the 
economies that we have been discussing will not take care of the whole load, 
and the state will have to pay with regard to these lean lines. 

Hon. Mr. Rosrnson: If by earnings are meant the earnings before bond 
interest is taken out, there would not be a deficit on the Canadian National. — 

Right Hon. Mr. Mricumn: There would be a deficit as against the bond 
department, that is all. 

Hon. Mr. Rosinson: If bond interest is charged, yes. 

Right Hon. Mr. MriaHmn: Senator Calder says that even with the distribu- 
tion of earnings, in proportion to the earnings of the years agreed upon, and 
the distribution of extra earnings attributable to the unification, on the basis 
of half of these extra earnings to each road, the Canadian National’s receipts 
would not be sufficient to take care of the bond obligations. 

Hon. Mr. Cauprr: That is right. 

Right Hon. Mr. MricHmn: And the state, in making Soni that deficit would 
be contributing towards the lean lines. 
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By Hon. Mr. Robinson: / 
Q. You referred to the English system?—A. Yes, sir. | 
Q. They have four systems?—A. They have four regional systems, non- t 


competitive. 
Q. The whole mileage of railways in Great Britain is less than that of the — 
Canadian National?—A. Oh, yes. 4 
Q. And in England, although the area is comparatively small, it was con- 
sidered advisable to divide the ‘railways into four groups?—A. Yes, sir. 


Hon. Mr. Danpuranp: Of 5,000 miles each. 


Hon. Mr. Rostnson: And we are asked to put 40,000 miles into one group. 
I do not think that would be following the English plan. 
Hon. Mr. Catprr: But, as I understand it, there is no competition betwee 
the four groups. : 
Hon. Mr. DAanpurRAND: There is. 


The Witness: Radiating from London, there would be a little competi et 
With four regions in a thickly settled country like Great Britain, you could 
not eliminate it altogether. But the objective of the Government was to. | 
eliminate it as far as possible. : 

Hon. Mr. Cauper: Personally I regret very much that we have not had 
some people from the Old Country to tell us about the actual situation over — 
there. & 
Q. I have been told that if a person in London buys a ticket for Hdinburei x 
he can travel with that ticket on any railway he likes. Do you know if that is s 
—A. I think that is a fact, sir. 

-Q.- You think it is a fact. Is it?--A. I don’t know, but I think it is. 

Q. I am told this again. A man wants to send a car-load of groceri 
from London to Aberdeen, we will say. He takes his goods down to a freight | 
station, and he does not care a hang as to what railway takes those goods. | 
All i ‘does is dump them down at the eee ann that is an end of it 80 . 


thing as Uva netiind in the Old Oe That is, ai they pool all their | 
freight and all their passengers. al 
(Mr. Charles W. Peterson. ] 
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Hon. Hr. Rosrnson: I Chink we ought to have somebody from Bngead 
to tell us about that. We know nothing about it. What I was trying to follow 
up was this. Under unification we should have a huge system running from 
the Atlantic to the Pacific, and in my mind it has always been doubtful whether 
ey unified management of such a huge system could be a success. England 
ems to have thought it was too big an undertaking to have all the railways 
as one system. 


' The Wirness: There is a strong agitation to consolidate. 


By Hon. Mr. Calder: 


Q. That is a statement made by you and by the gentleman from Winnipeg, 
te Meikle. He told us what you have told us to- day, that there is an agita- 
‘tion among the railway employees of Great Britain for unification of the four 
‘systems in the Old Country—aA. They of course realize over there that their 
“wages must come out of earnings. They are interested now to see the railways 
are run as economically as possible. 


Hon. Mr. Rosprnson: However, the powers that be do not think that wise. 


By Hon. Mr. Hugessen: 

Q. The reason why labour in England is in favour of unification is that 
ailway labour is part of the Labour party, which believes in the nationaliza- 
Bion of all the railways in Great Britain, and the unification of all the present 
lines as a first step—aA. They were very bitterly opposed to it to begin with, 
senator, but it is quite possible. 

i eae GC). I think that is the real reason far their desire for unification —A. It is 
‘not the official reason. There may be other influences at work behind the 
scene. 
| By Hon. Mr. Dandurand: 
Q. Mr. Peterson, in the concluding remarks of your brief you say: “ The 
Government itself refuses to face these desperate realities and complacently 
condones ruinous deficit on railway operations.” Does that cover a number 
of years or are you speaking of the present Government?—A. Well, the matter 
has become acute the last three or four years, and as far as the public knows 
4 there have not been any steps taken to correct it, except the work of this 
committee of the Senate, which is most encouraging to everybody who believes 
in democracy. That is ‘the basis of that statement. 
_ Q. But I suppose you know what Parliament did in 1933?—A. Yes, I know 
about that. 
| Q. And you know upon what that policy was based, upon the report of 
the Duff Commission?—A. Yes. 
Q. Which recommended a number of economies eliminating Comment 
to that extent, but refusing amalgamation or unification?—A. Yes. 
Ou Lhe two railways are supposed to have been working under this Act 
of Parliament, which said that: “for the purposes of effecting economies and 
providing for more remunerative operation, they are directed to attempt forth- 
with to agree and continuously to endeavour to agree, and they respectively 
a re, for and on behalf as aforesaid, authorized to agree, upon such co-operative 
measures, plans and arrangements as are fair and reasonable and best adapted 
(with due regard to equitable distribution of burden and advantage as between 
| them) to effect. such purposes. They are further directed that whenever they 
all so agree they shall endeavour to provide through negotiations with the 
‘Tepresentatives of the employees affected, as part of such measure, plan or 
arrangement or otherwise, for a fair and reasonable apportionment as between 
e employees of National Railways and Pacific Railways, respectively, of such 
ployment as may be incident to the operation of such measure, plan or 
arrangement. 


a 
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(2) Without restricting the generality of the foregoing, any such measures, 
plans or arrangements may include and be effected by means of— 
(a) new companies controlled by stock ownership, equitably apportioned 
between the companies; 

(b) leases, entrusting agreements, or licences, or agreements for the pool- 
ing and division of earnings arising from the joint operation of any 
part or parts of freight or passenger traffic, or express, telegraph, or 
other operating activities or services; 

(c) joint trackage, running rights, joint ownership, or joint operating agree- 
ments, depending upon the nature of the property or services included ~ 

in any co-operative plan”: 


This is what the Parliament of ees decided in 1933 that the two rail- 
ways should do?—A. Yes, sir. i 

Q. They have started doing that work. It takes a long time to bring such 
operations about. I believe the two railways have not put their hearts into an 
attempt at co-operation as directed by this Act. Now, if they do so, a number 
of the things you have mentioned, such as ticket offices, express offices in various 
towns and cities, telegraphs, telephones and so forth,—all these things can be 
done under this co-operation?—A. Not all of them, sir. One of the greatest— — 

Q. Not as easily, you say, as if there was unification?—A. No. The mere 
competition for the patronage of the public is something that two competing 
lines could never get away from. 

Q. But if they pool their passenger services don’t they eliminate to that 
extent any expenditure on publicity, and would not they also effect economies 
in joint ticket offices?—-A. The criticism, sir, of the man on the street is that 
theoretically that is perfectly all right, but it actually has not been done. is 

Q. It has not been done. They are working towards it, and I think there 
are proposals to-day for pooling passenger trains in competitive areas. That is 
being studied now.—A. Yes, sir. 

Q. If the passenger services are thus pooled, does not that effect a conside: 
able economy?—A. Yes, every step like that is a step in the right direction. 


By HOE Hon. Mr. Meighen: 


of interest in Bustiers until ae is alta of AEN in the prod of iy 
business?—A. I would say it is absolutely impossible, human nature being what 
it is. 

By Hon. Mr. Dandurand: 


—I-need not give you the names, you Pace Chat —A. I how them, sir. eS 

Q. The commission included ‘a representative from the railways of the 
United States. The nearest that commission could come to amalgamation woul 
be this co-operative work to be done between the railways. 


Hon. Mr. Brack: The unfortunate part, senator, is that it has not been 
done. 
Hon. Mr. DanpuraAnp: It has not been done because the Canadian Natio 
and the Canadian Pacific have not called upon an arbitral court when t 
differed. I should like to have them here to ascertain what they have effec 
so far, and why when they have disagreed they have not gone to an arbi 
court. During the latter part of this inquiry as we proceed I think we shall se 
how near they could come together while balking at a final decision which would - 
call for arbitration. a ‘” 

Hon. Mr. Buack: But we had a statement made by those who appea ed | 
before us last year that that could not be done unless a body was appointed to) 
make them do it. 

(Mr. Charles W. Peterson.] 
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ke Hon Mr. Danpuranp: I know. Each railway does not like to force the 
_ other into an arbitration court, and Mr. Hungerford suggested there should be 
an umpire appointed. I recognize of course that the Canadian Pacific Says, 
j “You invade my autonomy, my rights granted to me by the country.” But as 
a matter of fact we are giving the Canadian Pacific a chance to diminish its 
= expenditure and to work out its own salvation. The Canadian Pacific 
‘cannot say that the State has nothing at stake. My right honourable friend in 
the Senate and Mr. Bennett in the House of Commons sponsored this Act and 
said to the Canadian Pacific and the Canadian National, “ Work out your 
salvation.” You may say the Canadian National. is less interested than the 
i Canadian Pacific because it can always call upon Parliament to pay any deficit. 
The principal interested party is the C.P.R., and it must expect to make a certain 
sacrifice of its autonomy in order to save itself, and it has not done so. 
Hon. Mr. Buack: They both must, but they do not. 


_ Hon. Mr. Danpuranp: I am not ready to say the responsibility of one is 
' greater than that of the other, but I feel that the C.P.R., having to go back to 
its shareholders for money or to draw upon its own credit, is interested as much 
as, if not more than, the Canadian National in making use of this Act of 1933. 
I am quite sure we shall find in our inquiries that co-operation is very near on 
_ many questions. I believe they will be able to show us ten times more economies 
can be effected under this Act than they have been able to bring about during 
| the last three or four years. 

Hon. Mr. Buacx: If your optimism is well founded. 


Hon. Mr. Hara: Senator Dandurand, you missed one thing that worries 
me. Under that Act no provision is made at all for the man that loses his job. 
Hon. Mr. Danpuranp: I will answer that. In the speech I made on the 
Address, I said we could explore the question of the employees laid off, and that 
fihis would be a most important and vital question because under co-operation 
or unification many employees would be retired. As many as 17,000 or 20,000 
men have been laid off since 1933. 
Hon. Mr. Murpocx: Not as a result of pooling. 
_ Hon. Mr. Danpuranp: But they went out. I think the most construc- 
tive work that this committee can do will be to propose a plan similar to that 
under the Washington agreement, where the carriers and the employees came 
together, or similar to the British plan—if there is one, for I have never read 
Fi, yet—by which if economies were effected by the abandonment or degrading 
of. rails, the employees laid off should be taken care of in a fair way. That 
we have not explored so far. 
* Hon. Mr. Murpocx: We thought we were doing it by that Act.. 
Right Hon. Mr. Metcuen: Senator Dandurand, I must admit at one time 
I iad the view you have, that this could be done by co-operation. The C.P.R. 
resisted, and I resisted them. They said, “You cannot get effective economies 
while you have divergence of interest. You must have mutuality of interest 

in order to bring about such economies. You cannot have mutuality of interest 
that brings results unless you have mutuality of interest in those results.” 
N Vow, if without effecting major economies—major economies in the tremen- 
dous sense relative to the rather picayune ones we have got or that in my 
judgment we are likely to get—we do not set ourselves to do what the resolu- 
ti on appointing us says we are to do, to inquire into and report upon the best 
' means to relieve the country of the extremely serious railway condition and 
the financial burden consequent thereto on our backs, instead of reducing that 
debt we shall end up by increasing it. 
I, Hon. Mr. Danpuranp: Or passing it on to relief. 

; Right Hon. Mr. Meicuen: Or passing it on to relief; and the country 
will rue the day we ever appointed this Committee. 
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By Hon. Mr. Murdock: 


Q. Mr. Peterson, I understood you to say this morning that labour costs — 
amounted to about 62 per cent.—A. The labour cost is a varying amount, sir; 
it runs all the way from 70 per cent to 59 per cent, I understand. The fact that — 
the proportion of labour cost is reduced has no particular meaning, because new ~ 
expenditures come in, for instance, taxation. It is quite possible that a heavy — 
item of taxation would reduce the labour proportion. 

Q. When this morning you made a very splendid argument from your — 
point of view in connection with the extreme necessity of reducing wages. 
Would you care to suggest about how much you think they should be reduced? 
Sey No, I would not, sir, because that would be a matter for the system when ~ 
unified, and is one of the things that would have to be studied. I am not 1 
competent to give any information on that at all. When the War broke out P 
there was a reduction of, I think, 15 or 20 per cent. : 

Q. Twenty per cent.—A. I certainly would not go beyond that unless it © 
was a matter of absolute necessity. They might reduce by 10 per cent and see © 
how they got on, and if they could not then make the grade they might reduce s 
another 10 per cent. The same thing happens in my business. I deal with P 

i 
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three international unions. 
Q. Are you the Mr. Peterson who was formerly the manager of the © 
Colonization and Immigration Department of the C.P.R.?—A. Yes. k 
Q. So you understand Western conditions?—A. Yes. But please let me ~ 
make an explanation. I would not want anyone to think that I am here to — 
promote C.P.R. interests. As a matter of fact, I was in the Company’s service y 
about twenty-five years ago and had a very serious falling out with the manage- — 
ment, which ended in my immediate resignation, and I cannot look back upon 
my connection with that Company with any degree of satisfaction. f 
Q. I am a C.P.R. employer on furlough, myself, right now, so in that 


respect I am a little better off than you. 
Some Honourable Senators: Oh, oh. a 
By Hon. Mr. Murdock: 

Q. Now, this morning I understood you to say that the high labour rates _ 
of the men in Canada were the result of taking example from similar rates in © 
the United States?—A. No. But in a general way I think the economic situation 
of the United States more or less dictates the situation here. 5 

Q. Do you know how much less, generally, the Canadian railway men are. i 
paid than those in the United States?—A. 8 per cent, I believe. E 

@. Professor McDougall said from 10 to 13 per cent.—A. Quite possibly, 
sir. But we must not overlook the fact that rents in the United States are — 
normally higher than they are here, and that men running out of cities like ‘g 
Chicago and New York have a very considerable increase in the cost of living. — 

Q. What about the Canadian National lines in the United States payi oe 
10 to 13 per cent: more than similar lines in Canada? What, would you do } 
about that?—A. I would not do anything, because the whole labour question in | 
the United States is purely politics, and there would not be any possibility of 
reducing wages on one line down there. That could not be done. he 

Q. I think that is good judgment. Now, I hope you won’t mind this. 
You said you received a typed copy of Professor McDougall’s statement bef 
this Committee about a week ago, and that you had not read the print 
record. I feel a little bit ignored in that I did not receive any typed copy. 

Mr. Biccar: I had better explain that. Senator Meighen sent it. 

Hon. Mr. Murpocx: I am sorry. - 

Right Hon. Mr. Mricuen: If I am to be indicted, let it be done now. 

Hon. Mr. Murpocx: Oh, no. Pa 
[Mr. Charles W. Peterson. ] b 
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By Hon. Mr. McRae: 


~ _Q. I would like to clear up one point, Mr. Peterson. Professor McDougall 
‘and you have painted a pretty black picture of the future of steam railways 
In both the United States and Canada. I entirely agree with you in that. 
But later in your statement I gathered the impression that you thought the 
country had a responsibility to the shareholders of all private railways. Would 
you say we have any more responsibility to the shareholders of private railways 
here than they have in the United States where there is no public ownership 
‘at all?—A. No, sir, I do not think so. When I say that I\suppose I ought 
‘to qualify it. For instance, the Transport Commission here is appointed to 
“fix rates and wages. Well, obviously they cannot fix rates and wages on a 
basis that makes the railway companies go broke. . 


| Right Hon. Mr. Mrteuen: I do not think our Transport Commission 
fixes wages. 


The Witness: Well, the Railway Commission. 
Right Hon. Mr. Mricuen: No, just the rates. 
The Witness: I beg pardon. I meant to say rates. 


By Hon. Mr. McRae: 


Q. You mean freight rates?—A. Freight and passenger rates, yes. 

- Q. But you would not say that is the only reason why we have a greater 
responsibility to the shareholder here than they have in the country to the 
outh of us?—A. Yes. In the days when the C.P.R. was prosperous, for 
nstance, it would have been quite possible for the Board of Railway Commis- 
sioners to have fixed a rate that would have put them into the red. That is 
to say, they must consider the people who put money into enterprises for the 
“purpose of getting a reasonable return. 

_ Q. But you, Sir Edward Beatty, and others here, have all said that rates 
should not be advanced?—A. Should not be increased, no, 

— Q. Now, if the Railway Commission has kept the rates at the present level, 
and they cannot increase them, they should not be charged with keeping them too 


‘the statement that the rates should not be increased as a matter of public policy, 
t I am quite prepared to say in the event of unification, which I believe will 
me sooner or later, that, after they have exhausted every possible economy, if 
es are still below what will meet the outgo, I think it would be a fair propo- 
m for the Railway Commission to consider the rates. It could not be 
avoided. After all, this is a business enterprise, and the people would have to 
n and bear it. 

_ Q. There would have to be a very great change in income, if we accept 
the picture you paint of the future of our steam railways. I agree with that. 
Now, the improvement will have to be through labour and unification. That 
provement was estimated at as high as $75,000,000, but I think $50,000,000 
uuld be very generous. That spread over seven years would mean that there 
uld be a healthy deficit that this country would have to provide to see unifi- 
tion through that period.—A. Yes. To me it looks like time being the essence 
of the contract. 

_ Q. In the face of those figures and the fact that we have a decreasing busi- 
ss on our steam railways, it does not seem to me that unification is any solution 
ut all?—A. It is a partial solution. 

|  Q. Very partial—A. I would not say very partial. 

i 2 Q. What I have in mind is this. The country generally thinks of unification 
| as a solution of the problem?—A. As far as it can be solved, yes. 
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By Hon. Mr. Horsey: | 4 ‘ 

@. Suppose we had full unification?—-A. Yes? 

Q. I was not here when your paper was read in full. Have you dealt with 
the loss of morale of employees, and the inefficiency that would come when the 
spur of competition was removed?—A. Oh, I do not think the spur of competi-- 
tion has very much to do with it, because after all competition only affects those 
that have the alternative of shipping by one road or another. Take the West, 


for instance; it does not come in at all, because nine out of ten have no choice. 
Q. On the branch lines?—A. Yes. 


Hon Mr. Cauprer: Even on the main lines. 4 
The Wirness: It does not mean anything. 


e 


By Right Hon. Mr. Meighen: 

Q. What do you think is the attitude towards unification?—A. Why should. 

there be any particular attitude, Senator? I do not think there is any public 

opinion either for or against it. It is a highly technical question. We have 

Parliament here, and under democracy it is the business of Parliament to find 

the remedy. The ordinary man in the street cannot find it. He is absolutely 
uninformed. I do not think that amounts to anything one way or the other. 


Hon. Mr. Danpuranp: The Duff Commission rejected unified management | 
and amalgamation, and the reasons why they did so are quite apparent. One| 
reason that was very important in their minds was that the country would not 
stand for a union of two roads, comprising a formidable system of 40,000 miles 
and employing 135,000 men, being under their control. | 

Right Hon. Mr. MetcuHen: They did not mention any. reason. | 

Hon. Mr. Danpuranp: In their questions put to Sir Erward Beatty, Sir 
Joseph Flavelle and Mr. Loree said they did not believe the peter! woul 
stand for such an octopus. 

Right Hon. Mr. Mretcuen: They asked a question about that. They gave. 
no reasons. I got the idea that may be they had been reading a speech about 
“Amaleamation Never’. 


i 
Hon. Mr. Danpuranp: Sir maar Beatty said that if there was unital 
tion there would come a time when the country would say, “Let us break it up 


The Witness: I think that is entirely imaginary. It is not a question of | 
whether we have one or a dozen systems, but of who has the final say in the! 
systems. If we had the arrangement we have now, under which the Minister | 
of Railways is technically responsible it would be, of course, a very serious | 
matter. i 

Hon. Mr. DanpuRAND: You come to the kernel oe the question: ‘‘Who shall 
have the final say?” From the temper of representatives of the people in the} 
Commons, I feel that the answer is, “the people of the country”, not “a private) 
management”. | 


Right Hon. Mr. Mrtcuen: Sure. 


By Hon. Mr. Dandurand: 


Q. Well, if you say that is so, I believe unified management would be al 
help. It would not be a cure. Now, suppose conditions come to a point where} 
the C.P.R. is going down the hill with all the other railways in the world, and | 
it becomes necessary for Parliament to act, and they decide to merge into the | 
State, Railways the Canadian Pacific Railway which is having some difficulty) 
in meeting interest on its bonds and maturities, do you claim then that the State | 
should value the interest of the shareholders and give them a solatium, or co 4 ‘| 


so, sir. 
[Mr. Charles W. Peterson.] 
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Q. You would not think so?—A. No, not if the company became practically 
nkrupt. It would be a matter of public policy. I do not know what the 
itude would be. I am not in the least concerned whether the unified railway 
is run by the Canadian National management or the Canadian Pacific. 

_ Q. I put the question because in your submission you spoke of the interests 
yf the shareholders. 


By Right Hon. Mr. Meighen: 

_ __Q. But you are concerned as to whether there is private management or 
“public management of the unified system?—A. Yes. 

'  Q. As to personnel, you are not specially concerned about that?—A. I 
tegard public management as an absolutely impossible situation in the operation 
of a public utility. 


By Hon. Mr. Robinson: 
_ Q. When you refer to unification, do you mean complete unification of the 
‘two companies, including all their activities, shipping and everything else?— 
A. The more nearly it was unified, I think the better it would be; the more 
money would be saved. 


4 By Hon. Mr. Calder: 

_ Q. You have made the statement that unification is bound to come. What 
grounds have you for that?—A. I can see no other way of economizing. And 
I can see where steam railway transportation is going downhill. Sooner or 
ater the question must be dealt with» 


By Right Hon. Mr. Merghen: 
_Q. Economic forces finally win out?—A. Absolutely. And there is the same 
| position south of the line, and elsewhere. 


a By Hon. Mr. Robinson: 

_ Q. Suppose unification is decided upon and is brought about, and after 
| Operating ten years we find we have made a horrible mistake. How shall we 
‘ever be able to get out?—A. Your mistake would not be nearly as great as 
“under separate management. 


a 


_ Hon. Mr. Murpocx: That is only a guess. 


By Hon. Mr. Robinson: 

 Q. But can you tell me how we could get out?—A. You could not get out. 
quite possible that economic forces would completely destroy steam rail- 
| ways—only we must have steam railways in this country. 

| Q. But we could not very well extricate ourselves then, could we? 


a By Hon. Mr. Dandurand: 
 Q. If you find through our investigation here that the Canadian National 
rrying throughout the country a formidable load of lean lines, which cannot 
bandoned—that it is doing this service for the state—what advantage would 
for the Canadian National to link up in partnership with the Canadian 
fic?—A. Well, I think the railway picture is changing every day. Lines 
could not have been abandoned five years ago can be abandoned to-day. 
truck transportation has made an enormous difference in the whole picture. 
Q. But you know what Sir Edward Beatty said. While he thought formerly 
there were thousands of miles of tracks that could be lifted, he said he was 
y ready to discard that idea and look towards obtaining economies without 
ing that mileage. It had been suggested before that 5,000 miles of rail could 
ispensed with. 


ia 
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Hon. Mr, Catper: And he said that the ee would mean very little eines 
of money. 


Q. If I remember correctly, Mr. Peterson, you Lcopentet the canine 


divorcement of the Government from the control over any unified system?—_ 
A. Yes. 


Q. Complete divorcement?—A. As complete as it could be made. 


By Hon. Mr. Dandurand: 


Q. But according to Sir Edward Beatty’s scheme, which you dope aa 
board of fifteen, made up of five representatives from the Canadian Pacific, 
five from the Canadian National, and five selected by those ten—the Govern- ~ 
ment or Parliament would be represented by five members, because the state” 
is the shareholder of the Canadian National.—A. I think the only way to intro- 
duce the non-political element in a board of directors for a vast enterprise like © 
that would be to have five members of the board nominated by large repre- : 
sentative bodies, such as labour, agriculture, business, and so forth. That would — 
mean, if you oot one-third of the directors nominated in that way, there would — 
be ten directors representing the two railways. And they would have access to 
the Transport Board whenever there was any dispute, whenever the minority — 
felt a very important point was involved. In such cases they could go to the 
Transport Board for a final decision. That board is a judicial body, having als 
the technical advice necessary to form an opinion. 


Q. Have you considered this? If there was such a board of directors as you 
have suggested, with five members representing the Canadian Pacific Railway’s 
shareholders, what would be the joint action of that board under the aggressive 
influence of private interests looking for dividends?—A. They would have ten | 
against them, sir. g 


Q. Perhaps shortly after their appointment there would not be ten against 
the five Canadian Pacific representatives?—A. I would hate to think that. 


Hon. Mr. DANDURAND: My own opinion is that the Canadian Pacific: 
would run the show. 


By Right Hon. Mr. Meighen: 


Q. Do you not think it is about time that representatives of Canada wer 
using their energies to get some dividends for us? Would they not be as mue 
interested in dividends as the other fellow?—A. I would go as far as to say 
sir, that on that.attitude depends whether democracy is going to last or not. 


Q. It surely does. You have hit the nail on the head.—A. If a, 
cannot find a way out of this difficulty, there is no way to be tonne and we 
had better look for dictatorship. 


By Hon. Mr. Dandurand: = 


@. You minimize the conflict between public service and private interest Iam ‘a 
A. Yes, sir, I do. The point is to minimize that as far as possible. I do 
believe that the Canadian Pacific, going into this, would go in to save their 
shareholders’ and bondholders’ interest as far as it is possible to save them. 
_And I am quite certain that the men appointed by the Federal Governmen nb 
would be men interested in saving this enterprise. And if five other men w 
representatives of business, labour and agricultural bodies, you would have a L 
board whose sole interest would be to make Meat property pay. 


By Hon. Mr. Robinson: - 
Q. You do not think a board of that size would be unwieldy?—-A. Well— 4 
[Mr. Charles W. Peterson. ] 
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-  ~ By Hon. Mr. Calder: 

__ Q. There might be four representatives from each group, for instance? 
You think that government interference should be completely eliminated. Sup- 
pose the Government had four or five representatives on that board. And say 
the Government. wanted to get Parliament to vote $30,000,000 to take care of 
a deficit. The Government would have no say at all? They could not even 
make any representations to the board? If there were complete divorcement, 
the Prime Minister and the Minister of Railways could have no say at any 
) time, so far as the management of the road was concerned? Is that what you 
had in mind?—A. Yes, broadly speaking, sir. 

" Q. No, not broadly speaking, but is that exactly what you had in mind?— 
~ A. That is what I had in mind. 

' QQ. The Minister would have no right at any time, and Parliament would 
_ have no right, through the Prime Minister or the Minister of Railways, to 
eke any representations to that Board?—A. They could make representations, 
of course. 

ih Q. Well, no right to interfere with decisions?-—-A. No right to interfere. 

_ QQ. The board would run the whole show just as they please?—A. Well, 
_ there might be safeguards put in. My suggestion is very rough. 

Right Hon. Mr. Muicuen: These deficits are now on our backs. They 
are an obligation to-day and they continue because of what was done in the 
_ past. The reason we have the deficits is that we have had too much direct 
interference. 

Hon. Mr. Danpuranp: From the outset. 


Right Hon. Mr. Muicuen: Yes, from the outset—the outset commencing 
~ about the end of 1922. 


e Hon. Mr. Danpuranp: No, I beg your pardon; it was when we paid 
~ $10,000,000 to a certain bank for valuing the valueless stock of a company. 
____ Right Hon. Mr. Metauen: I would be ready to admit all kinds of offences 


if we could only get this thing solved. I am not particular whether you put 
_ blame on me or not. 


m 


Vane 


By Hon. Mr. McRae: 


Q. I take it from your evidence, Mr. Peterson, that you are looking for 
| increasing competition from these other services with our steam railways? And 
you do not think there is any possibility of penalizing these competitive services 
so as to get the business back to our railways?—A. I do not think it would 
_ be good public policy, sir. I think we should have transportation as cheap as 
We can get it, and it is up to the railways to meet the competition. Further- 
more, you cannot control it, for the simple reason that you are up against 
the private carriers. Large industries buy fleets of motor vehicles to deliver 
| their own goods, too, and there is no power on earth that can interfere with 
| them. That is competition which cannot be eliminated. 
|. Q. There is no chance of restoring to the railways any considerable portion 
| of what they have lost?—A. I would not think so. 


By Hon. Mr. Haig: 


| ___ Q. In your own province the farmers have bought trucks and they make 
| deliveries themselves?—A. Yes. 


_ .Q. And they haul oil from the United States boundary up to Calgary and 
| other places?—A. Yes. 

2. By Hon. Mr. Calder: 

_ Q. And down to Winnipeg and up to Prince Albert?—A. Yes. . 

— Q. In your wanderings around, you meet great many people who are dis- 
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cussing this question?—-A. They are all discussing the Hania deficit. When > 
it comes to remedies, as I pointed out to Senator Meighen, there is not any 
public opinion at all, except to this extent. One finds that because the Cana- | 
dian Pacific has made certain representations, some people have come to the 
conclusion that there must be some ulterior motive. But as to the ordinary — 
person you meet in the West, he simply has no opinion and does not want — 
to have any opinion. The ordinary person feels it is up to Parliament to © 
solve this question, and he is delighted to know that the Senate has taken it up. — 
Q. Among the people that you are in touch with, the farmers of the West, — 
does this sentiment prevail; that anything in the nature of amalgamation or — 
unification of these two railway systems is bound to be followed by lack of 7 
service or lack of proper competition?—A. Oh, one finds that point of view — 
every now and again, but broadly speaking the “country is waiting for the lead © 
from Parliament on this subject. And I do not think the average man is © 
bothering his head very much about it. He is waiting till someone in authority — 
outlines a policy on it. And I am quite certain that everybody would fall in © 
line behind it, whatever it might be. 4 
Q. That is a lead towards what?—A. A policy to solve the railway diffi- 
culty in some way. . 


a a 


By Hon. Mr. Dandurand: 


Q. Do you admit that it is a very complicated problem?—A. Oh, absos ae 
lutely, sir. There is no question at all about that. But my point is that we are ‘ 
living in a most dangerous era. I do not see any possible chance of any 
improvement in our economic conditions for years to come. I cannot see where © 
it could come from. And the question is so serious it seems to me it demands 
immediate attention. Furthermore, democracy is discredited by the failure to ~ 
deal with an enormously important question like this. i 


By Hon. Mr. Parent: 


Q. Am I fair in assuming that in your opinion it would be better for thell | 
railways to be administered privately rather than under public ownership? — 
—A. Do you mean directly? There is no question at all about that. a 


Q. You think that private administration would be superior?—A. vei | 
private administration, with proper representation, of course. a 


Q. What is your suggestion that a proposed board be composed of fiftee 
persons, five nominated by the Canadian National, five nominated by the © 
Canadian Pacific, and five nominated by a representative of the various big 
interests all over the country—would you not come to the conclusion that 
the C.P.R. having five men start with, with its great influence would be suc- 
cessful in getting on this very board more than five men?—A. That is a 
oe arbitrary figure. I merely wanted to lay down some kind of system. 

Q. No. I mean the C.P.R., having a lot of connections all over the 
country among the big people you speak of, boards of trade and representa- 
tives of industry, would you not come to the conclusion that the C.P.R. would 
be in a position to have on the proposed board so many men that it would 
control the decision of the railways in case of unification?—-A. I would not 
think the C.P.R. could influence very much. I am quite sure they could not 
influence agriculture, and I do not think they could influence a chamber of 
commerce, and I doubt whether they could influence the engineering industry. 


' By Hon. Mr. Robinson: 


Q. They could influence a chamber of commerce?—A. Well, take some 
other body. 
([Mr. Charles W. Peterson.] 
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Gg By Right Hon. Mr. Meighen: 

Q. Do you think there is very much difference if the interests are abso- 
l lutely identical? Can you see any divergence of interest of our representa- 
4 ive as opposed to that of the C.P.R.?—A. No, I cannot. 

© Q. If you can, give it to us. . I am searching for it. But the point raised 
“by Senator Parent is very important. They will be more active naturally if 
there is a divergence of interest, and care must be taken there is no divergence 
w, if there is one, that it is protected—A. You must admit this, senator. 
ere are only a few shareholders of the C.P.R. citizens of Canada, and I 
‘cannot bring myself to believe that a large chamber of commerce could be 
‘dragooned by the C.P.R. or by anybody else to select men who would not serve 
the interests of Canada. 


By Hon. Mr. Dandurand: 


Q. Well, I have had considerable experience of such a thing, and I have 
no doubt if you placed upon a chamber of commerce the responsibility of select- 
g a representative for that board, the private interests would play an impor- 
\tant role?—A. But even so, as Senator Meighen pointed out, I cannot see 
| where there would be any clash of interests under the unified system. They are 
il there to make it pay. The C.P.R. would be just as much interested es the 
yovernment representative to make it pay. I cannot see where the C.P.R, could 
et any particular advantage under unification. 


By Hon. Mr. Murdock: 
Q. Here is the C.P.R. annual report which came to me this morning. 
_ Hon. Mr. Parent: It goes out to all shareholders. 
_ Some Hon. Memprrs: Oh, oh. 
Hon. Mr. Murpocx: I do not happen to. be a shareholder, and never was 
This report shows assets of the Canadian Pacific of $1,399,000,000. Now 
hen, Mr. Peterson, would not your proposals contemplate merely making the 
people of Canada liable for that additional debt or most of it, or the revenue 
on it?—A. I would not think so. In the first place, in the case of amalgamation 
Parliament certainly would not accept the C.P.R. valuation of their own assets. 
— Q. Well, whatever was accepted would be an additional liability upon the 
janadian people, would it not?—A. I would not think so. 
Q. In the final analysis?—A. At any rate, if I were in Parliament I would 
n ot vote for that. 
Q. Would not the people of Canada have to pay the deficit as they do 
now? A No, I don’t think so. 

~Q. Who would pay it?—A. It would not be there if it was not earned. 
Q. But let us say the worst comes to the worst and it was not there, who 
would pay for it? We are told there is $50,000,000 or $75,000,000 of a deficit 
w. Is not this assuming the possibility of a oreat additional deficit?—A. Well, 
‘ould not think that Parliament would enter into such an agreement as that 
o eke the country liable for more indebtedness. 
—Q. I agree with you absolutely that no Parliament dare to. 


+ By Hon. Mr. Calder: 
 Q. It is a question of agreement?—A. Yes, it is a question of agreement, 
yf course. 


By Mr: Biggar: 

~ Q. Mr. Peterson, in one answer you made to Senator Calder I wonder 

h her it was complementary at all to what you said in your memorandum 

this morning under competition and services, where you say, “In the early days 
15638—4 
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the West fought persistently and justly for competition in transportation. With 
the advent of the Railway Commission and public control of rates and services, 
however, this issue at once became obsolete.” Is it still obsolete?—A. I would 
say so. . 

Q. You think there is no interest now in competition so far as Western 
Canada is concerned having regard to the advent of the Railway Commission? 
—A. Some people who do not understand the situation might have a prejudice 
that way. a 
'  Q. But speaking generally?—A. If people are properly informed as to the 
situation, I should imagine such a thing would not occur to-day. ] 

Q. Mr. Yates was ‘good enough to give me a reference to the 17,000 miles. 
You referred to an enormous mileage of paralleling and unprofitable lines, but 
this reference is to the hight traffic divisions which constitute 42 per cent, or 
17,658 miles of railway. T think it is useful to have that correct?—A. Yes. 


By Hon. Mr. Robinson: 


Q. The suggestion is that the two railways appoint an equal number of 
directors, five, you say. The Canadian National has a good deal longer mileage’ 
and larger tr aflic than Me Canadian Pacific. ede it ne fair ad the Coma 


nike ue 


By Hon. Mr. Dandurand: 


Q. The Canadian National deficit is a deficit on interest account— 
Right Hon. Mr. Mricuen: Sometimes. 


By Hon. Mr. Dandurand: 


Q. This interest is guaranteed by Canada and must be paid whether thenfl 
be unification or not, as it is a deficit on interest account, not on operating.—| 
:A. Yes. 

Q. Canada is bound to pay the interest. as it is guaranteed—A. On th 
Canadian National?— F | 

Q. Yes.—A. Oh, absolutely. = 

Q. To what extent will unification take care of that?—A. Only through 
such economies as can be made on operating expenses, the only way any busi-} 
ness can do it. 

Q. But you have told us that the Canadian National was well admi 
tered, and you had no reflection to make on that head?—A. Senator, I do no 
think I should express any opinion at all because I do not know very mi 
about it except from hearsay. My impression is, and the general impression of 
the public is, that the management is fairly satisfactory and efficient, but that 
political considerations come in. I can only express an opinion. Py 

Q. Political considerations: you do not know what it amounts to?—A, 
No, I could not tell you. 


Hon. Mr. Caper: Senator Dandurand, you remember all the evidence 
had on the savings that might be effected through the re-routing of traffic alo 
Tt ran into millions of dollars. 


Hon. Mr. Danpuranp: Yes. I answer that under co-operation it can be 
done thoroughly, re-routing can be done. | 
Hon. Mr. Carper: If you can get it. 


Hon. Mr. Danpuranp: The two railways have regarded each other 
though at arm’s length, but I think when they realize that their salvation 
in serious co-operation they will co-operate. We are likely to have 
evidence of that before this committee ends its labours. 

{Mr. Charles W. Peterson. ] 
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Hon. Mr. Cauper: You think they are making progress? 

Hon. Mr. Danpuranp: Yes, I am sure they are making progress. 

Right Hon. Mr. MetcHen: When you are so old as I am you won't be so 
optimistic. 

_. Hon. Mr. Danpuranp: That will take some time. 


aes 
‘thes 


By Hon. Mr. Calder: 


@. Mr. Peterson, I am interested in what you say about the public view at 
the present time. You say, in effect, that the public, so far as you meet them, 
are very much concerned about this situation, and they hope that Parliament 
y ill do something?—A. I should not like to say they are unconcerned, sir. 
Q. No, they are concerned——A. They are concerned, yes, very. 

Q. Well, that means that the great masses of the public are disturbed about 
these deficits that Parliament must meet every year. 
Right Hon. Mr. Mrichen: And the consequent taxes. 


of 


By Hon. Mr. Calder: 


| Q. Do you really think that their eee is general? Do you think the 
"average man on the street cares one harg what Parhament must do to reduce 
se deficits?—A. Oh— 
- Q. You know he does not. I am speaking of the average man on the street. 
You come back to Parliament and ask for $100,060,000, then you come back 
gain and ask for another $100,000,000, and then for another $100,000,000 for 
his, that and ‘the other thing, and you expect Parliament to provide for it: 
lat is the attitude of the public mind, is it not?—-A. Yes, there is a good deal 
careless thinking, of course. I do not quite like to take a harsh view of the 
blic. It is said that the average mentality is thirteen years. I think we 
ght put it a little higher, but of course there are a number of people who 
uld not be concerned in any circumstances. I am talking more of the think- 
part of the public. 
 Q. I guess that is right, people who think the matter over and who know 
something about the situation are a little fearful of what the consequences will 
)be, and I daresay that is the reason why you think eventually something will 
e to be done.—A. I think the moral effect is terrible, absolutely terrible. 
‘People see this deficit going on year after year. The ordinary man sits down 
ind figures out: We pay so much on income tax; if that deficit was not there 
we would not have to pay it. There is a lot of argument in that way. As I say, 
the interests of democracy it is a matter that should be dealt with very 
editiously. 


| By Hon. Mr. Hugessen: 

_ Q. Mr. Peterson, don’t you think all this talk about the terrible deficits is 
pt to be exaggerated at times? I happened to be in Boston yesterday and on 
the financial page of the New York Times I saw an article which interested me 
much. It is quite short. It is headed “ Canada Pays Debts As Net Credit 
.’ JI will quote two short paragraphs:— 

Due to the Dominion of Canada’s large net credit in international 
transactions in the last five years, Canada is paying its external debts 
“on a very considerable scale,” according to the Bank of Nova Scotia 
in its monthly review. Basing its calculations on figures of the 
Dominion Bureau of Statistics, the bank places Canada’s net credit from 
1934 to 1939, inclusive, at approximately $1,000,000,000, or larger than 
the previous high which was in 1924 to 1928. 
oF Thus, receipts from abroad arising from merchandise exports, gold 
shipments, tourist trade, interest and dividends, greatly exceeded corre- 
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sponding payments abroad. The bank points oe that the nee hag 
been chiefly utilized in reducing Canada’s foreign indebtedness and only 
to a limited extent in ingkea ae her external investments and other 
assets. 
I suggest to you in those circumstances this deficit is not so serious an item of. 
our national economy as some people say?—A. If you look at the Bank of 
Canada report you will find the only reason why we have the large external 
credit is due to our enormous shrinkage of imports. That 1s the story. i 
Right Hon. Mr. Mricuen: And the same bank says that the unemployment 
situation is due to the stagnation of industry and enterprise by reason of taxes. 
There is the point with me. The unemployment situation is the problem that 
we should aim to solve. It should be the lodestar of policy all the time. If 
anybody can point to any other way of meeting the problem, I am as eager” 
as anyone in Canada to find it. 
‘Hon. Mr. Hucnssen: I sometimes wonder if we are not laying a little too 
much stress on the financial aspect of this $50,000,000 a year. . 
Right Hon. Mr. Mrrcuen: Unemployment is the thing. 
The Witness: The way the average man argues it is this: Here is7 
$50,000,000 of deficits, and here is $50,000,000 of taxes; if we did not have that ( 
deficit we would not have the taxes. rd 


By Hon. Mr. Hugessen: B 
@. And do you really believe that $50,000,000 could be saved to the country” | 


by unification? —A. I could not express a view on that; but in my view, if 
$10,000,000, $15,000,000 cr $20,000,000 could be saved I think the whole: | 
$50,000 000 could be saved, because under unification you would have methods ony 
economy you never dream of at the present time. In the aggregate, over years, 


it would surprise you what effect that would have. 


By Hon. Mr. Dandurand: 


Q. Do you know that the two railways, through sheer necessity, have been | 
obliged to compress their respective expenditures year by year, and have effected: | 
considerable economy during those years? ; 


By Hon. Mr. McRae: 


indefinitely, and that money must ie feealahle for Pelee uoienos T came 
up on the Canadian National and found a shocking condition along the line. 4 
so far as maintenance of station buildings is concerned. I suppose they must — 
sooner or later expand these controlled expenses. — 


By Hon. Mr. Horsey: 


Q. If it is in their mutual interest to co-operate, why cannot they male 
-a contract to do so?—A. I am afraid it is not human nature. Theoretically | 
it should be possible. = 
Q. Why shouldn’t it be possible if mutual interest is the driving force? yu 


Right Hon. Mr. Mricupn: It is diversity of interests that prevents it. 
Hon. Mr. Horsey: There is mutuality of interest in the savings. 
Right Hon. Mr. ema: And there is bees 


operation. > = 
._ Hon. Mr. Danpuranp: It has been said that a saving could be effected 
under co-operation. 
[Mr. Charles W. Peterson. | 
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The Witness: When there are two systems competing for the patronage 
g the public, it is impossible. 


q By Hon. Mr. Dandurand: 


Q. But if they make a pooling arrangement on all competitive lines for 
the carrying of passengers, that would eliminate a formidable expenditure, 
_ would it not?—A. When you work that out to its logical conclusion, you come to 
unification, if you drive co-operation fast enough. 

Q. You have a Royal Commission composed of men of high standing, who 
said, “ You do all these things up to within a point of amalgamation, and that 
pis where you find the difficulty. ” The Act is based on the report of these 
», gentlemen; it is based on the strong instinct of the people against the amalgama- 
Stion of these ‘two railways. They have come as near together as they can. I 
think that if the C.P.R. and the Canadian National do the right thing they 
will accept the spirit of the Act and work out their salvation. 
Right Hon. Mr. MrtaHmn: The evidence of the C.N.R. witnesses on that 
point was exactly the same as that of the C.P.R. witnesses. They said, “When 
we come to try to effect a co-operative agreement our difficulty is to get a fair 
_ balance of burden and advantage.” Why that difficulty? Because of diversity 
_ of interest. Each of them said the same thing, and there was no evidence at all 
that one of them was more reluctant than the other. There is the ghost at the 
door, and they cannot get any pr ogress. We were told in 1933 that would come, 
: and it has come, and they are going to meet that ghost every time they try 
_to get together. It is there, and you cannot get rid of it. To say they hope 
for amalgamation—surely that does not apply to the C.N.R. 
Hon. Mr. Murpocx: May I express the hope that to prove that point you 
and others will insist in bringing in the representatives of the Canadian National 
-and the C.P.R. who spent some weeks in conference in London, Ontario, so 
“that we may find out what prevented the pooling of the service between 
| | oodstock and Chicago. -Put them under oath. 
Right Hon. Mr. Meicuen: I have not heard a word about it, but I 
aarantee that there will be a strong case on both sides, and that diversity of 
nterests will be the thing that stopped it. 
' Hon. Mr. Murpocx: The C.P.R. and the C.N.R. were quite willing to 
“pool between Woodstock and Windsor, except that the C.P.R. wanted four 
“miles east of Windsor, to divert their trains over the Essex terminal; but they 
be ignored the fact that Canadi ians are heir to a railroad from Detroit to Chicago 
and from Port Huron to Chicago. 
'. Right Hon. Mr. Mrtcuren: I think you are proving my case. 
Hon Mr. Cauper: Was there not something in connection with a contract 
the C.P.R. had with other lines? 
_ Hon. Mr. Murpocx: Yes, a real friendly arrangement, so far as I know; 
maybe a contract. 
~ Hon. Mr. McRaz: The contract would be with some of the American lines 
| that dealt with the C.P.R.; and if they broke that they would lose other 
business. 
| Hon. Mr. Murvocx: But there is the scrapping of 330 miles of road 
| between Detroit and Chicago. 
Hon. Mr. Cauper: Under co-operation is not the situation something like 
: the two railways are to maintain their identities. That is essential under 
co-operation. 
~ Hon. Mr. Danpuranp: Under unification also. 


ae 


_ Hon, Mr. Caupur: They are to maintain their identity for the reason 
that this method of dealing will cease at some time in the future, and they 
will want their properties back. 

Now, under the other plan, in so far as savings are concerned, both. railway 
companies would lose the-r identity—and we are losing sight of that all the time 
in our discussion—they would lose their identity completely. The two railways — 
are thrown together and operated to the advantage of another system. j 

Hon. Mr. Danpuranp: That is amalgamation. 

Hon. Mr, Cauprer: That is amalgamation. I agree with Senator Robinson 
that the possibility of unscrambling these railways ‘Will be very remote. : 

Now, in my judgment co-operation will never succeed to the extent that ' 
amalgamation would, for the reason that the executives and officers of both © 
' systems will fight as hard and as long as they can for the advantage of their’ q 
property. i 
Hon. Mr. Murpocx: Naturally. | 
-Hon. Mr. Catper: Jt is only human. | 
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The Witness: I take the same view as Jefferson did when he helped con- 
struct. the Constitution of the United States. He and his Federalists never — 
dreamed there would be an opposition in Washington in the House of Repre- 
sentatives and the Senate. He thought there would be division in the country, — 
but that in Washington everybody would work like beavers for the interests — 
of the United States. It is just the same here. Democracy has developed | 
opposition and there cannot be co-operation. Democracy rests on opposition. | 
It is only under amalgamation you can have everybody pulling for the one | 
purpose, not under any system of co-operation, in my judgment, and Senator | 
Murdock’s statement, I think, proves the case. It is impossible. 


By Hon. Mr. Dandurand: 
Q. There is one other thing also that I think is impossible, and that is | 
to have people accept an agreement under private management?—A.. That | 
may be, although I doubt it. I do not think there would be any objection — 7 
from anybody if Parliament came and said, “Here it is.” That is what the’) 
ordinary man expects Parliament to do. 


The Committee adjourned until tomorrow at 11 a.m. 
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SPECIAL COMMITTEE 


Appointed to 


NQUIRE INTO AND REPORT UPON THE BEST MEANS OF RELIEVING THE 
COUNTRY FROM ITS EXTREMELY SERIOUS RAILWAY CONDITION 
a AND FINANCIAL BURDEN CONSEQUENT THERETO 


The Right Honourable George P. Graham, P.C., and 
the Honourable C. P. Beaubien, K.C., 
Joint Chairmen 


WITNESSES: 


OTTAWA 
: J. O. PATENAUDE, 1.8.0. 
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 
1939 


ORDER OF APPOINTMENT 


(Extracts from the Minutes of Proceedings of the Senate for March Ws 1939) 


Resolved,—That, with a view of completing the inquiry pursued during 
last session by the Special Railway Committee of this House, and preparing 
and submitting an adequate report on such inquiry, this Special Committee 
be re-appointed with a view to inquire into and report upon the best mea $ 
of relieving the country from its extremely serious railway condition and 
financial burden consequent thereto, with power to send for persons, papers 
and records and that the said Committee be re- appointed with the same per- 
sonnel and, therefore, that it consist of the Honourable Senators Beaubien, 
Black, Buchanan, Calder, Cantley, Coté, Dandurand, Graham, Haig, Hugesse 
Horsey, Jones, Hardy, McRae, Meighen, Murdock, Parent, Robinson, Sharpe 


and Sinclair. 


MINUTES OF EVIDENCE 


, 


THE SENATE 


. Tuurspay, March 30, 1939. 

: The Special Committee reappointed to inquire into and report upon the 
best means of relieving the country from its extremely serious railway condition 
and financial burden consequent thereto, met this day at 11 a.m. 

=i Right Hon. George P. Graham and Hon. C. P. Beaubien, Joint Chairmen. 
: Col. O. M. Biggar, K.C., Counsel to the Committee. 

a The CHarrMAN (Right Hon. Mr. Graham): Order, gentlemen. 


Mr. Bigcar: The Committee was going to hear a representative of the 
_ All-Canadian Congress of Labour this morning. Mr. Dowd is present on behalf 
of that organization. | 


an 


4 Mr. Norman 8. Down, Secretary-Treasurer of the All-Canadian Congress 
of Labour, was called as a witness. 


By Mr. Biggar: 

_ Q. Mr. Dowd, you are the Secretary-Treasurer of the All-Canadian 
songress of Labour, are you not?—A. That is right, sir. 

| Q. The office of that organization is in Ottawa, at 230 Laurier Avenue 
West?—A. Right. 

— Q. You desire to address the Committee on the subject raised by 
rofessor McDougall concerning the wages paid by the railways, and also to deal 
with certain subjects raised by Mr. Meikle in his evidence before the Committee 
the other EN gg I have prepared a oor am a that I would be very oe 


pith eed to the mace ditt or the ieee in ware as far : as I have. a 
| mandate to speak on it. 

~ Q. And your memorandum is directed to those two points, is it?—A. Yes. 
Right Hon. Mr. MetcHen: I am afraid it is not. I have only been able to 


By Hon. Mr. Dandurand: 

' Q. Are you going to deal with subjects that you brought before this 
Committee last year?—A. No, sir. My organization did not appear before 
the Committee last year. This is the first appearance that the All-Canadian 
gress of Labour has made before the Committee. I might say that I 
opose to explain to the Committee the structure and function of the All- 
adian Congress of Labour, and to place before you a list of the organiza- 
s it represents, to show that we represent both railway and general workers, 
show something with regard to our figures and our bona fides, and then to 
al with Professor McDougall’s representations in a very general way— 
|Decause that is all that needs to be done—and to deal particularly with the 
acter of the so-called Canadian Federation of Labour, on whose behalf 
esentations were made at this Committee last week. Those representations 

been spread from coast to coast. This Committee has been used as a 
anding board for ideas which are not supported by any substantial body of 
kers in Canada—no railway workers whatever beyond a score, and so far 
general workers are concerned, I am prepared to establish there are not three 
dred in that organization. 
‘18745—1} 
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By Mr. Biggar: =. 
Q. The committee has heard witnesses Wb speak only for themselves — a 
A. Iam speaking for 30,000 workers, Colonel. a 
Q. So it is not of importance whom any individual witness represents? ; 
—A. Except, Colonel, his representations are made in the name of labour, — 
and are not suppor ted by labour to any extent. When those representations q 
are sedulously fostered in certain newspapers, over the radio and in editorial 
columns as showing there is a substantial body of workers supporting railway ~ 
unification, those workers whom I represent must protest most emphatically — 
that that body does not represent labour at all. It represents no railway. | 
workers and no general workers so far as that is concerned. Naturally if a | 
man comes to speak on his own behalf, that is a different matter. For instance, — 
Professor McDougall spoke for himself, not for Queen’s university. ; 
Q. Can we not take it for present purposes that you regard Mr. Meikle as — 
not representative of any considerable body of. labour?—A. I should like to — 
establish that fact very briefly. This is my brief. I can read it in half an | 
hour. j 
Hon. Mr. Coté: I do not think we are here for that purpose. This com- — 
mittee was instituted for the purpose of trying to find ways and means of deal- 
ing with the railway situation. We have investigated along certain channels. — 
The C.P.R. came along with a plan for unified management, and officers of the — 
Canadian National Railways rebutted that evidence and said, “ No, that is no | 
good.” That was relevant evidence. We are not here to find out who or what — 
Mr. Meikle represents. We have already asked him that. . 
Hon. Mr. DaNnpuRAND: But why did we hear Mr. Meikle? i 
Hon. Mr. Cort: We asked him certain questions and formed our own 
opinion on his answers. Candidly, I must say that my conclusion is Mr. Meikle — 
is not representing a very large body of labour. But surely we are not going to © 
spend half the morning listening to another labour organization urging some-— 
thing against Mr. Meikle. 4 
The Wrrness: I am not interested in Mr. Meikle at. all, Senator Coté. 
May I say also— i, 
Hon. Mr. Coré: This is not to be a trial of Mr. Meikle. We are not going 
to listen to a labour organization squabble. 4 
Hon. Mr. DanpuRAND: Why did we hear Mr. Meikle anyway? 
Hon. Mr. Cauper: He asked to be heard. : 
Hon. Mr. Corn: But Mr. Meikle was not here to make a trial of ishol 
organizations. * g 
Hon. Mr. Danpuranp: But he was here saying that he represented a large 
body of labour. 4 
Hon. Mr. Cort: Mr. Meikle was not here making a trial of the All-— 
Canadian Congress of Labour. a) 
Hon. Mr. Danpuranp: But he was here claiming that he represented a 
certain body of men. | a 
Hon. Mr. Hata: Mr. Chairman, I was one of the members of this com- 
mittee who asked that Mr. Meikle be heard. I think we ought to hear these: 
people also. If they state a lot of silliness it will not affect my judgment. I 
advocated that Mr. Meikle be heard. I advocate the same for these people y 
The Wirnuss: Thank you, Senator. 4 
Right Hon. Mr. Mricuen: Would you give Mr. Meikle an opportunity to | 
reply? ‘4 
Hon. Mr. Haig: I do not think so. I know he is a man who works in the 
C.P.R. shops at Winnipeg. I have known him for years. He represented canna 
views. These other men represent some other views. If we are to get any 
[Mr. N. 8. Dowd.] % 
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place with this inquiry, I think if there is any body of opinion, such as the 
: All-Canadian Congress of Labour, that has views to present—and I know they 
represent a considerable body of men, what we call the aristocrats of the railroad 
j —I think we should hear them. 

Hon. Mr. Corts: I do not want Senator Haig or any other member of the 
committee to misunderstand my attitude. I am quite willing to listen to Mr.— 
The Witness: Dowd. 

Hon. Mr. Cort: —to Mr. Dowd, provided— 
| Hon. Mr. Haic: Senator Coté, I think these men will hurt the cause they 
are advocating if they go into a tirade against Meikle; but if they want to show 
they represent the real great body of—I do not know what word to use— 

The Witness: Clerical and other classes. 
b. Hon. Mr. Hate: Yes. I know this organization. We have heard quite a 
4 bit from them, for the president of the organization made a long speech to us 
4 last year. 
pa The Witness: He did on behalf of the Railway Brotherhood Employees, 
a 
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an affiliate of the All-Canadian Congress of Labour. 

I By Right Hon. Mr. Meighen: 

y Q. Why could he not have spoken on your behalf at the same ane ua He 
was speaking on behalf of railway labour. I am speaking on behalf of the 
general labour belonging to unions affiliated with this congress. 

- Hon. Mr. Coré: I was interrupted. I said I was quite willing to listen to 
Mr. Dowd providing—this is the point I was trying to make a moment ago— 
providing he limits himself to the evidence of Mr. McDougall. 

Hon. Mr. Ropinson: Why? 

_ Hon. Mr. Cort: If he has anything new to present, all right. I have just 
glanced at this brief, and it seems to me it becomes a quarrel between Mr. Meikle 
and Mr. Dowd’s organization. Surely we do not want to go into a matter of 
that kind. If Mr. Dowd would limit himself to what is relevant—and I think 
‘I have mentioned what is relevant—and forget this antagonism to Mr. Meikle, 
then I think we should hear him. 

4 Hon. Mr. Murpock: Were you here at the first meeting we had? 

Hon. Mr. Cork: [I think we all realize that Mr. Meikle does not represent 
as important a body as Mr. Dowd says he does. 

~ Hon. Mr. Danpuranp: You ought not to say that. He said he represented 
the musicians. 

4 Hon. Mr. Murpocx: I proposed that we should not hear Mr. Meikle, for 
\ certain reasons—I do not think Senator Coté was present at the first meeting — 
_ but I was out-voted, and it was decided to hear Mr. Meikle. Mr. Meikle mae 


= «Hon. Mr. Parent: Yes. 
e Hon. Mr. Murpock: I know that would be quite acceptable to certain 
gentlemen—possibly my friend Senator Coté. As a matter’of fact, with some 
experience I have in the labour game, I knew he was on a shoe- string, that he 
| Yepresented nobody in the views he was expressing. Now then, surely if there 
Boyehing to that we have a right to hear the other side of the story.+ 
-Hon. Mr. McRar: Mr. Chairman, this memorandum is not very long. We 
R's hould have been half-way through it by this time if we had allowed Mr. Dowd 
roceed. I support Senator Haig’s proposal that we hear the memorandum. 
‘The Witness: May I proceed? 
e The CHarrMan (Hon. Mr. Beaubien): Go ahead. 
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The Wrirness: Honourable Chairman and members of the committee: 

1. The All-Canadian Congress of Labour is a central Canadian Labour 
body similar in structure and function to the British Trades Union Congress. 
It was formed in March, 1927, by representatives of eight National unions, 
absorbing The Canadian Federation of Labour, which had been in existence 
since 1902. Its affiliated National unions and chartered Local unions are wholly 
National in character, and, excluding the Trades and Labour Congress of 
Canada, which represents in legislative matters the International unions, it has 
the largest membership of any National Labour organization operating in 
Canada. | 

2. The statement of membership which we recently filed with the Dominion 
Department of Labour for its report, “Labour Organization in Canada” for 1938, 
shows a membership of 31,459 at December 31, 1938, contained in 288 local 
branches or unions. A list of these unions is appended for the information of the 
Committee. Reference to page 8 of Labour Organization in Canada will show 
that our Congress agreed to the request of the Department to have our member-— 
ship figures and records for 1937 audited by an accountant from the Finance 
Department, and that this audit was made. We have consented to a similar 
audit of our membership figures and records for the year 1938. I might add that 
the membership of the Congress is expanding, 8 new or reinstated unions having 
come into the Congress since the first of this year, and at the present time the 
figures I have given as at December 31, 1938, would have to be increased by 
approximately 1,000 members. The figure of unions and members added this 
year does not include the several thousand steel workers in Nova Scotia who 
are now organizing in a National union, to be chartered by the Congress. | 

3. The classifications of Canadian workers represented by the Congress are 
shown in the appendix to this statement, and it will be observed that they 
include one National organization of railway workers ‘and several branches of © 
another National railway labour organization, which are directly affiliated. 
The railway workers represented by these two organizations include membe 
of every group and class in that industry, except the shop crafts. . 

4. The question of railway unification or amalgamation has been before 
every Annual Convention of the Congress since 1935. At its Convention in that iL 
year, the Executive Board of the Congress recorded its view of the proposals” 
that had been made. to amalgamate the railways of Canada in the following | 
terms: 


The proposal to amalgamate the railways of Canada having again 
been brought prominently before the public by the privately-owned rail- 
way, the Board re-asserts its conviction that no amalgamation, either of 
the railways proper or of the railway-owned telegraph and express services, 
is in the public interest unless it provides for the retention in the service 
of all the present employees, and for the re-absorption of those who 
have been laid off during the slump. The elimination of competition by 
the Tailway services should be considered lan in connection with th 


attempt to effect economies on the railways is in such contrast with a ; 
insistence of the same interests on the continuance of competition else oN 


or partisan motives, hihee than hy a desire to further the general advan 
tage of Canada. ; 
[Mr. N. 8S. Dowd.] 
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5. This section of the Board’s report was adopted almost unanimously by 


' the Convention, and the declaration of policy therein set forth has been re- 


‘ 


affirmed at each succeeding Convention. At the last Convention of the Con- 
gress, which was held in London, Ontario, in April, 1938, a large number of 
_ resolutions on the question were received, of which the following may be quoted: 


Whereas the All-Canadian Congress of Labour notes the increased 
intensity of the campaign to bring about the unification and amalgamation 
of Canada’s two great railway systems under private ownership and 
control; and, further accompanying this campaign, is a malicious, distorted 
and unfair attack upon the Canadian National Railways as a great 
publicly-owned enterprise; and : 

Whereas this Congress has repeatedly gone on record as being opposed 
to any form of amalgamation under private ownership: 

Therefore be it resolved that the incoming Executive of the Congress 
be instructed to continue its efforts to the very limit of its ability to 
oppose any unification or amalgamation schemes, and, in so doing, to 
use every avenue of publicity possible to present to the public a fair 
and true statement of the Canadian National Railways, and at the same 
time express the views of the Congress on this question. 


/ This resolution was passed unanimously by the Convention. 


~ 


6. May I also quote from the Report of the Executive Board of the 


Congress at the Convention of last year, as follows: — 

! “The campaign for amalgamation, unification or Joint management 

, of the Canadian Pacific and the Canadian National Railways has 

“ recently been revived and intensified . . . The position of the Congress 
in this matter has been expressed at former Conventions, and the 


; Executive Board believes that this policy of opposition to all railway 
ie amalgamation and allied schemes should be confirmed at this time. 
¥ The solution of the railway problem will be reached only when the 
Ue general problem of industry is solved, through the economic planning 
k of all industrial activities, and their operation for service rather than 
we profit. The Board is of the opinion that no worth-while advantage will 
R- be gained by a defeatist policy of abandoning railway lines, curtailing 
, ‘the service given to the public and putting thousands of workers on the 
I relief rolls, when there is such an enormous amount of territory in 
a Canada which needs development, and there are so many ways in which 
ie the present railway lines might be used effectively for colonization 
fy purposes and for the exploitation of our natural resources.” 

i, / 

7. The Executive Board also urged “the Dominion Government to take 


whatever action is necessary to defend the publicly-owned system against unfair 
‘criticism, and to expose the sources of the propaganda which is now being 
spread among the public.” 

| The report of the Board in this connection was concurred in unanimously. 
8. Reference may also be made to the opinion of the Congress as expressed 
iD Memoranda submitted to the Dominion Government. In January, 1938, the 


\Congress stated that it had observed 


“a resumption of the propaganda by paid publicists and other interested 
persons in favour of the amalgamation or unification of the Canadian 
National and the Canadian Pacific Railways. The policy of the Govern- 
ment to maintain the integrity of the Canadian National Railways as a 
_publicly-owned and publicly-operated service is regarded by the Con- 
gress as one of the strongest bulwarks against such propaganda, and 
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it is noted that attacks upon the National system are being associat 
with attacks upon the Government as lacking courage to deal with t 
so-called railway problem in a drastic manner and in utter disregard 
either of its pledges or of the expressed will of the people. 

“To the extent that it is able to do so, the Government is urged 4 ta 
protect the Canadian National Railways against misrepresentation and 
other unfair criticism, and to oppose to the fullest extent any amalgama . 
tion or unification schemes, or any effort to restrict, in the interest of. 
the privately-owned system, the service which is now being rendered to 
the people of Canada by the Canadian National Railways.” 


9. Again, in January last, when a large delegation from the Congress met 
the Cabinet, ‘the matter was ee to in the following terms:— 


“The Congress wishes to give its whole-hearted support to the 
attitude adopted by the Government, and especially by the Minister of 
Transport, in opposition to the various schemes of railway amalgamation, 
unification, joint management, etc., which are persistently advocated by 
propagandists for private interests. Associated with these schemes are 
attacks upon the Canadian National Railways, and emphasis upon the 

‘railway problem’ in such a manner as to imply that the maintenance 
the C.N.R. as a publicly- -owned enterprise is responsible for the existence 
of this ‘problem.’ The Government is urged to do everything in its 
power to protect the Canadian National Railways against misrepre- 
sentation, and against any interference with its integrity as a pubhicly- 
owned and operated railway system. 4 

“In the event, however that co-ordination of transport may 
ultimately be considered advisable in the public interest, the Congress 
believes that this should be effected on a comprehensive basis, and only 
as a part of a national system of public ownership of the means of 
production and distribution of the nation as a whole. Any proposals 
which would involve a lessening of the opportunities for employment, 
which lave already diminished to a dangerous extent, must be unalter- 
ably opposed by the Congress, and in this respect the Congress desires 
to emphasize the fact that every responsible Labou~ organization im 
Canada is in complete concurrence with its attitude of opposition to 
amalgamation or other schemes of this nature, which apply solely to - oy 
railway industry.” 


10. It is felt that special stress should be laid upon the closing statement 
in this paragraph. Every Railway Labour organization in Canada, includi 
what are known as the “International” Railway Labour unions, as well as 
the Trades and Labour Congress of Canada, and the All-Canadian Congress 
of Labour, which include a number of Railway Labour unions among t 
affihates, have expressed strong opposition to unification and similar sche 
These bodies represent practically all the railway workers of Canada, and 
overwhelming majority of organized workers in general, and they are unanimo $ 
in their attitude in this respect. 


11. With regard to the opinions and evidence heard by your Commit 
on Tuesday last, from Professor McDougall and Mr. Allan Meikle, any comme 
on behalf of the Congress must be made in more or less general terms, and alo: 
lines which have been endorsed by affiliates of the Congress. The Canadi 
Brotherhood of Railway Employees and the Congress have pointed out tl 
duplication and overlapping of services are not confined to the railway industr 
and that they are, in fact, general throughout the whole economic system. a 
this ground, they. have maintained that it is unreasonable to single out tl 
railways for special consideration, since they are no more than instances of 
common condition. 

[Mr. N. 8S. Dowd.] 
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goo Ale. AEF OL hime. an enquiry might be made into the obvious overlapping 
and duplication of universities in Canada. They might very well be co-ordinated, 
: or put under joint management, thus effecting a saving of millions of dollars a 
_ year. They are in most instances supported directly by taxation; their revenues 
from endowments have been greatly decreased as a result of reduced bond 
: interest, and they are undoubtedly forced to demand high fees and lay a heavy 
burden on those citizens who desire a college education for their children. That 
s burden might be alleviated in several ways—by the strict elimination of all 
duplication, by retiring all professors at the age of fifty, and thus giving the 
junior men a chance, or by a twenty per cent cut in the salaries of all professors. 
13. At the least, the small universities, which exist only with a severe 
struggle, might be eliminated: and if there is any hesitation to put salary cuts 
into effect, the Governors are well aware that the professors are unorganized 
and are therefore quite helpless. They get a disproportionate amount of leisure, 
: many of them working five or six hours a week, and getting four or five months’ 
holidays every year, with a year off on full salary every seven years. On the 
face of it, there is probably no argument advanced with respect to the railway 
- problem by Professor McDougall which would not apply equally well, if not 
better, to the university problem. 
Hon. Mr. Parenr: Comparisons are odious. 
The Witness: Argument by analogy is often effective. 
Hon. Mr. Hata: If you are sure your facts are correct. 
La The Witness: I am quite sure, because I have a boy at Queen’s University, 
- and am a little ashamed of the fact; but the Professor did not: speak on behalf 
of Queen’s University. 
} 14. So far as the professor’s method of argument is concerned, it is a logical 
_ fallacy to argue that because a few railway enginemen or conductors in special 
' circumstances receive fairly high wages, this is a sound reason for cutting the 
| wages of all running trades employees twenty per cent, or at least of those 
employed on light traffic lines, as the professor seems to think that the rates are 
- not too high on the more profitable lines. At one point, however, he implied 
- that a twenty per cent decrease in wage-rates throughout the industry would 
be desirable. As a general proposition, any economist will tell Professor 
~ McDougall that no solution of the economic problem in Canada is to be found 
_ by decreasing purchasing power; the experience of the past ten vears shows that 
clearly enough; in fact, the whole task of the United States Government, for 
example, has been to increase purchasing power by every possible means. 
J 15. So far as the seniority question goes, the professor ought to know that 
_ industry generally gives preference of employment to the senior employ ees, 
- even in cases where there are no agreements to this effect. It is difficult, in any 
case, to know what bearing this has on the problem involved; his remarks in 
this respect were purely gratutious. 
- 16. The professor says that “under the best of circumstances, the continued 
existence of 42 per cent of all mileage which lacks tonnage is open to question.” 
a, He would thus support the C.P.R. proposal to scrap 5,000 miles of railway, 
utterly neglecting the fact that these lines were built partly for colonization 
purposes. The Congress would prefer to take the view of President Hungerford, 
who stated to the Committee last year that “we may have built our railways 
somewhat in advance of our material requirements, but, generally speaking, 
they are well located and admirably adapted to the requirements of the country.’ 
Pu thermore, he said, “the C.N.R. has far greater potentialities than its prin- 
( cipal rival. in Canada, or for that matter any other railway on the continent, 
ause no other railway is so well located in relation to the natural resources 
he Northern half of this continent.” 
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vg sees ach ne many respects, Professor McDougall showed that his approach io 
the whole question was an academic one. He says, for example, that railway — 
managements, in the earlier years, were willing to share part of their “generous” 
returns with the employees. This is wholly erroneous, as the railway unions © 
had to make strenuous efforts to obtain recognition in the first place and then 
to negotiate agreements covering wages and working conditions. The professor 
says that “they consider they have a perpetual right to the wages and conditions 
given them during the railways’ hey-day.” As I have stated, nothing was 
“oiven” to them, and if the unions are to be blamed for endeavouring to main- 
tain wage-rates, and the standard of living the workers have reached, it need 
only be said that that is their primary purpose. But it may also be pointed out 
that the average of railway wages in Canada for 1937 was $1,448 per year— 


And may I say parenthetically that that includes wages of all officials— 


s below the standard of any health and decency budget; and although 
some groups are fairly well paid, the vast majority of the railway workers are 
on a much lower income-level; furthermore, nearly 70,000 railway workers — 
have been thrown out of employment or retired from the service since 1928, in — 
spite of the alleged “unique bargaining power” of the railway Labour unions. _ 
18. On the whole, the Congress considers that the reading of a few cases 
from Board of Adjustment No. 1 in The Labour Gazette, and the study of some — 
railway schedules and statistics scarcely entitle the professor to claim special 
knowledge of the railway situation, and his volunteer efforts in this field might — 
perhaps have been better devoted to other subjects. B 
19. However, it is noted that the professor did not presume to speak on 
behalf of Queen’s University. The other witness on Tuesday last, Mr. Allan 
Meikle, claimed that he represented both railway and general workers, and 
this claim is of far greater concern to the Congress than his reiteration of the | 
views of Sir Edward Beatty, to which Senator Dandurand aptly called atten- | 
tion. In the circumstances, the Congress desires to place on record the facts | 
with regard to the Canadian Federation of Labour, because the impression has | 
been given to the people of Canada—I may say by using this Committee as aa 
sounding board. | 
The impression hag been given to the people of Canada on numerous — 
occasions that this Federation represented a large body of Canadian workers, | 
including railwaymen, and that they were so enlightened that they alone saw | 
the advantages of railway unification or other schemes, while the vast majority | 
of the organized workers in the railway services and in industry generally were | 
so blind to their own interests that they unanimously and consistenly opposed 
such schemes. & 
20. This Committee has invited many witnesses to give evidence, and | 
others, like Professor McDougall, volunteered to do so. The Canadian Fed- | 
eration of Labour requested that its President, Mr. Allan Meikle, be heard, and 
he not only submitted a Memorandum to the Committee, but. answered a number 
of questions. It is believed that the Committee ought to know the nature o 
this Federation, and be in a position to judge as to its bona fides, since it is” f 
obvious that the material presented in the name of the Federation would not | 
otherwise be judged solely on its merits, if any, poe as representing the views 4 
of a “substantial” body of workers. 


21. In order to make the situation clear, it is necessary to point out to the a | 
Committee and the public that there was a National Labour body in exist- 
ence from 1902 to 1927, which from the year 1908 until it ceased to exist was 
known as The Canadian Federation of Labour. It was absorbed by the All- | 
Canadian Congress of Labour in 1927, when that body was established. The — 
Secretary-Treasurer of the Congress from March, 1927, to September, 1936, | | 
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was Mr. W. T. Burford, a radio telegrapher with considerable literary ability. 
He was also Editor and Manager of The Canadian Unionist, the official organ 
_ of the Congress. In the August, 1936, issue of The Canadian Unionist. Mr. 
= Burford— ' 

In spite of the decision of a convention held in the Spring of that. year— 


_ —published an article under the name of Allan Meikle, entitled “The Railway 
Problem and the Workers,” which was intended as the first of a series of 
articles on the subject. It contains the familiar clichés with regard to railway 
“rationalization” being “inevitable and necessary” and advising the railway 
workers to find some basis of agreement with the advocates of this scheme. 
It is interesting to note, in passing, that “rationalization” was the first proposal; 
then in succession, the public have been asked to take the pill under the name 
of “amalgamation”; when they gagged at that, it became “unification” and now 
it is “joint management”, but it is still the same scheme. 
i 22. However, the railway workers in the Canadian Brotherhood of Railway 
Employees and the Canadian Association of Railwaymen, both affiliates of the 
_ Congress at the time, made their disapproval of this article so manifest that 
_ Mr. Burford, Mr. Meikle and some associates refused to attend a Convention 
of the Congress in September, 1936, and they subsequently decided to reach into 
the dead past and resurrect the name, “The Canadian Federation of Labour ” 
in October, 1936, and Mr. Burford has since operated under that name, being 
“constitutionally ” its perpetual Secretary-Treasurer. As he had Mr. Meikle 
~ read to you in his memorandum last week, he claims that, in 1927, the Canadian 
; Federation of Labour adopted a new constitution and a new title (The All- 
- Canadian Congress of Labour), but “it became necessary in 1936 to revert to 
the original name of the Federation.” This is a harmless delusion on Mr. Bur- 
 ford’s part; he has said it so often that he believes it, but there is not a scintilla 
of truth in it. Not one of the original affiliates or officers of the old Canadian 
_ Federation of Labour had anything to do with its resurrection; the former body 
went completely out of existence, and the implication that there was any con- 


tinuity of existence or that the Federation remained in a state of suspended 
animation for nine years, is utterly silly; it is made simply to lead the public to 
believe that his “ Federation” 1s an old-established body, when in reality it 
was brought into being just over two and a half years ago, and has been used as 
a medium for railway unification propaganda, as Senator Murdock has stated 
to the Committee. 

23. The “ Federation” began in October, 1936, with the One Big Union, of 
Winnipeg, as its sole unit; some months later the Amalgamated Building Workers 
of Canada became an affiliate, and later still a man named McMaster who it is 
understood runs a soup kitchen for seamen in Montreal, maintained by public 
donations, went in with a little group of his own. Of the 8,704 members of local 
unions of the Federation, which were reported to the Labour Department for 
its report on “ Labour Organization in Canada” for the year 1937, the One Big 
Union would account for about 2,000; the Amalgamated Building Workers of 
Canada for another 2,000, and the Canadian Brotherhood of Ships’ Employees, 
4000. The One Big Union withdrew from the Federation two weeks ago, 
because Mr. Burford was advocating railway unification in spite of the attitude 
ken at the “ Convention ” of the Federation last December; practically all the 
ormer members of the Amalgamated Building Workers of Canada have now 
eft that body and are members of local unions chartered by the All-Canadian 
Congress of Labour. So far as the “membership” of the Ships’ Employees 
inion is concerned, the Canadian Seamen’s Union, which holds working agree- 
ments with all shipping firms on the Great Lakes, reported at its last Conven- 
ion a membership of 5,000, which is actually all the seamen employed in this 
service, and leaves Mr. MeMaster’s outfit with nothing. 
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_ 24. Senator Meighen asked Mr. Meikle: “Who are the Federation?” 
“What constitutes the Federation?” and the fumbling reply was “The Build- — 
ing Trades Workers of Canada; the Transport and General Workers’ Union of © 
Canada, the Electrical Communication Workers of Canada. And the One Big — 
Union is a component part of the organization. There is the Saskatchewan — 
Coal Miners’ Union, and a dozen or two locals in general unions all over the — 
country. There are general workers, sugar workers, labourers and different — 
classes of men all over the Dominion.” Apart from the One Big Union, with — 
which I shall deal seperately, these unions are simply dummy creations, with a - 
handful of members. Mrs. I. Paton, of Toronto, was the only member of the © 
Transport and General Workers’ Union, until a fortnight ago, when Mr. Meikle - 
joined it, after the One Big Union withdrew from the Federation. Mrs. Paton — 
was mixed up with the unfortunate invasion of the Saskatchewan coal mining — 
area last September, at the instigation of the employers, who contributed a four- — 
figure cheque to the Federation to meet organizing expenses, according to an 
organizer who was brought in from Vancouver, and who was so disgusted that — 
he left the Federation. It was found after a vote had been taken by the Labour — 
Department that the Federation had only a few members among the Saskat-_ 
chewan miners. Mr. Burford is believed to be the sole member of the Electrical 
Communication Workers of Canada. The reference to “sugar workers” is” 
amusing. The Federation organized a group. of sugar workers in 1937, but 
after a short time they withdrew from the Federation and are now chartered 
by the Congress. 


Hon. Mr. Parent: Are they maple sugar workers? 


The Witness: No, sir. That is the Atlantic Sugar Workers’ Union of 
Saint John. 


25. With respect to membership, Mr. Meikle claimed that the Federatio 
had a membership of 52,000. This was on March 21. Unfortunately, Mr. Bur 
ford, in a statement issued to the Canadian Press on March 17, and put into” 
the record by Senator Murdock, claimed only 40,000. These two officers ought 
to get together. At the same time, he gave the membership of the One Bi 
Union as 3,000, although, for the year 1937, the General Secretary, Mr. R. B 
Russell, reported that it had a membership of 23,509. Unquestionably, thi 
figure was included in the alleged membership of 52, 622 reported by Mr. Burfor 
for 1937, and the loss should have reduced his membership to 29,000 odd, instea 
of the 40,000 he now claims. It is a little difficult to follow the calculati 
involved, but it is significant that, when the One Big Union is a member of th 
Federation it has over 23,000, but when it withdraws, or, as Mr. Burford says a) 
is suspended, 20,000 members disappear—gone with the wind. Forty whole 
battalions! But Mr. Russell says they still have the 23,000, so whom are we ' 
believe? Actually, so far as the Congress can ascertain by. extensive investi 
tion, the One Big Union has about 1,800 members, of whom probably a dozen | 
or so, including Allan Meikle, are railwaymen, and all except himself have now | 
repudiated the Federation and its views on railway unification. 


26. Mr. Meikle stated (page 52 of Proceedings, No. 2) that—I am quot 
Mr. Meikle. It is typical of his style—“that section in Winnipeg that > 
responsible for that statement (that it had withdrawn from the Federation) 
been suspended temporarily, for the lack of paying their per capita tax. T 
has never been discussed in the O.B.U. at any gener al meeting.” He is gi 
the lie direct by one of the O.B.U. members, in an item which appeared in 
Winnipeg Free Press on Saturday last, March 25, as follows: 
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ONE BIG UNION VOICES OPPOSITION TO AMALGAMATION 


The One Big Union is opposed to amalgamation and stands behind 
the railroad workers in their opposition to it, Ed. Armstrong, Secretary 
of the Street Railwaymen’s unit of the O.B.U., stated Thursday, in a 
telegram to Senator Beaubien, Chairman of the Senate Railway Com- 
mittee. 

He also charged that statements made by Allan Meikle, president 
of the Canadian Federation of Labour, before the Committee, Tuesday, 
claiming the One Big Union had only been temporarily suspended, were 
false. 

Mr. Armstrong declared that in point of fact that One Big Union 
had withdrawn from the Federation because the decision of the Montreal 
Convention against amalgamation had not been carried out by the 
‘ Executive Board. 
if “The One Big Union is opposed to amalgamation or unification of 
: the railways,’ he stated, “and stands behind the railroad workers in 
their opposition to it.” 


_ 27. Mr. Armstrong is referring to the decision reached by the Federation 
‘at a Convention in December last, when the delegates refused to concur in a 
recommendation of the Executive Board in favour of unification. In a Canadian 
Press despatch from Montreal, under date of December 8, the following para- 
raph appeared: 


The Canadian Federation of Labour unanimously reaffirmed that 
it was taking no stand regarding co-ordination of Canada’s railways. 
The Federation on Tuesday (December 6) shelved the recommendation 
of its Executive Board that Canada’s railways be co-ordinated. 


' 28. The fact is, gentlemen, that not only does the Canadian Federation 
Labour represent no more than a few hundred workers at the most, but its 
resident” submitted in the name of the Federation, and allegedly on behalf 
if a group of 52,000 workers, proposals which had been definitely and decisively, 
y, according to the press report, unanimously shelved no later than December 
t. There can be no objection to the airing of Mr. Burford’s private opinions 
yy Mr. Meikle, but when the latter dares to come before this Committee and 
im to speak in the name of Labour, the Congress must protest most em- 
ically against his views being given any consideration except as the views 
one or two private individuals. The claim to represent Labour is utterly 
warranted, and this is common knowledge among the workers. The All- 
adian Congress of Labour has unions in almost every city and town in 
da, as the list appended indicates, and the members of those unions know 
ng about any Federation unions. We did know something about the One 
Union, which withdrew or was suspended two weeks ago, before Mr. Meikle 
ared here. One cannot hide 52,000 members; if they existed, they would 
nown; they simply do not exist. It has already been placed on record that 
Burford refused to permit accountants from the Department of Finance 
udit his membership records for 1937; the explanation is obvious; he dare 
et it be known that his whole structure is a house of card-records. 

29. The question of the authorship of the Memorandum was brought up 
week by Senator Murdock when Senator Meighen asked whether it would 
ve value if it came from an association of penitentiary convicts. It must 
-been obvious to the members of the Committee, as it is to everyone who 


e answers given by Mr. Meikle to extempore questions. The mellifluous 
andiloquent style of the brief, with its bombast and fustian, especially in ~ 
ier paragraphs, betray the author, and he is not a railwayman; he does not 
veralls, nor live in Winnipeg. 
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30. [t may be of interest to note that Mr. Meikle stated to the Committee — 
that he had “learned about the railway situation more in 1930, when he repre- | 
sented Canada at the Imperial Conference in London, from the railwayman, — 
which gave me a cue to write in 1935 on that subject.” It is rather remarkable ~ 
that he took so long to pick up his cue, his first writings appearing, so far as © 
I am aware, in 1936, not in 1935. Some minds take longer to work than others, — 
but most men, when they are impelled by a vitally-important revelation, obey — 
the impulse in less than five or six years. However, the reference to “represent- — 
ing Canada at the Imperial Conference in London” surely indicates that we have — 
here somebody in particular. Oddly enough, the “Summary of the Proceedings” — 
of the Imperial Conference, 1930, omits Mr. Meikle’s name from the list of — 
advisers to the Canadian delegation, although the names of fourteen other ~ 
Canadians are shown in the list. Perhaps Mr. Meikle was present in spirit, — 
-and has since convinced himself that he was there, but the records give no support 
to the idea. This is known as dealing with the credibility of the witness. 4 


31. The Congress would not bother with this rather sorry history, if the — 
attempt had not been made deliberately to mislead the Committee and the ~ 
public with regard to the character of this “Federation” and if there were not — 
several newspapers in Canada which have eagerly played up the views of the 
“Federation” with a view to making the public believe that there was some © 
support among the workers for railway unification. The Montreal Gazette and — 
the Toronto Globe and Mail last week had Mr. Meikle up on the front pages . 
with Hitler, blazoning an utterly false and misleading impression to their readers. — 


32. On previous occasions, the Montreal Gazette and the Montreal Star — 
have come out with blatant editorials, praising the “sensible” views of the — 
Federation, and violently attacking. the politicians for their pusillanimity in © 
refusing to grasp the thorny railway problem and solve it whether the public ~ 
liked the way they did it or not. Even last week, the Globe and Mail headed ~ 
its article on Mr. Meikle’s evidence: “Crisis Seen Unless Rails Are Joined” ~ 
“Labour Federation Holds Unification Would Be In The Workers’ Interests ~ 
As Well As Taxpayers’,” and gave it nearly three columns! That has been 
spread from coast to coast. 4 


33. So far as the arguments presented in the Memorandum read by Mr. © 
Meikle are concerned, they are nothing more than a rehash of those long | 
familiar in the speeches of Sir Edward Beatty; I am under the impression ~ 
that these arguments were already before the Committee, and they have been 
fully answered, notably in the Brief submitted to the Committee by the Cana- __ 
dian Brotherhood of Railway Employees on June 21, 1938. The Congress | | 
unequivocally endorses the views expressed therein, as being in line with the | 
resolutions of Congress Conventions, and approval otherwise expressed, as | 
indicated previously in this Memorandum, 7 


34. May I make it clear, in conclusion, that throughout ns Memorandum : 


workers of Canada who are tail : een affiliated a or. “chartered 
by the All-Canadian Congress of Labour, as this has been made known at  } 
Congress Conventions, but I desire to repeat that, at least in the matter of | 
opposition to railway unification or other schemes, this attitude is endorsed by 
practically all organized workers of Canada. ae | 


Respectfully submitted, 


NORMAN 8. DOWD, 
Secretary-Treasurer. 
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THE ALL-CANADIAN CONGRESS OF LABOUR 
Founded in March, 1927 


230 Laurier Avenue West, Ottawa, Canada 
A. R. Mosuer, President. CHARLES Bratriz, Vice-President. 
Norman 8. Down, Secretary-Treasurer. 


Executive Board 


A. R. MosHeEr CHARLES BEATTIE N. 8. Down 
aC. 13). TAYLOR J. LRA L. Guay A. L. HerpwortH 
DIRECTORY 


NationaL LaBour CouNCcILs 


. Halifax National Labour Council. Secretary: C. J. Noddin, 57 Gerrish 
' Street, Halifax, NS. | 
| Moncton National Labour Council. Secretary: George Bailey, Sunny Brae, 
New Brunswick. ; 
_ Minto National Labour Council. Secretary: Robert Gee, Newcastle Creek, 
: Queen Co., N.B. 
} New Brunswick Council of Labour. Secretary: John G. Davis, 185 Waterloo 
3 Street, Saint John, New Brunswick. : 
4 Saint John National Labour Council. Secretary: John J. Caples, 49 Paddock 
Pereet: Saint John, New Brunswick. 
. Quebec National Labour Council. Secretary: A. Massé, 3 St. Honoré, 
» Lauzon, Lévis, Que. 
Montreal National Labour Council. Secretary: Joe Wall, Room 115, 
1405 Bishop Street, Montreal, Quebec. 
q Toronto National Labour Council. Secretary: G. R. Hodgson, 6 Laurier 
eAve., Toi onto, Ont. 
q Loncon National Labour Council. Secretary: Herman W. Liersch, 59 
Charles St. Bie anctons Ontario. 
me Wi innipeg National Labour Council. Secretary: J. S. McNabb, Suite 16, 
Padward Building, Winnipeg, Manitoba. 

Regina National Labour Council. Secretary: W. A. Barker, 1321, Cornwall 
‘Street, Regina. 
i’ Saskatoon National Labour Council. Secretary: H. E. Elliott, 105 London 
“Bleck, Saskatoon. 
i Edmonton National Labour Council. Secretary: R. LeMaitre, 11319-87th 
“street, Edmonton. 
' Calgary National Labour Council. Secretary: Norman B. Williams, 228 
18th Avenue East, Calgary, Alberta. 

Vancouver National Labour Council. President: E. R. Morton, 13829 - 15th 
Avenue East, Vancouver, British Columbia. 
= Prince Rupert National Labour Council. Secretary: H. Forrest, Box 679, 
Prince Rupert, British Columbia. 


NATIONAL AND LOCAL UNIONS 


BUILDING 


i we 


National Union of Carpenters, Bricklayers, Painters and Allied Trades. 


__ National Union of Painters, Decorators and Paperhangers, Halifax Branch. 
Secretary, Dan. Walker, 17 Dresden Row, Halifax, NS. 
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National Union of Painters, one sad Phocihancar London Branch. 
Secretary, W. C. Sylvester, 21 McNay Street, London, Ontario. 
Building Workers of ‘Canada, Montreal District, Local No. 1. Secretary, 
G. 8. McKerrell, 7283 Lasalle Road, Verdun, ee 
Building Workers of Canada, Local No. 2. Secretary, Arthur Watts, 320 — 
9th Ave., West, Cornwall, Ontario. 
National Union of Building Workers, Local No. 1. Secretary, A. Andrews, 4 
1015 Denman Street, Vancouver, British Columbia. a 


CLOTHING AND TEXTILE 


National Clothing Workers of Canada, Local No. 1. Secretary, E. Leach, 
8 Sixth Street, New Toronto, Ontario. 3 

Canadian Full-Fashioned Hosiery Workers’ Association. President, — 
Lionel Guay; Vice-President, Wallace Smith; Secretary, pro tem, P. D. | 
McLaughlin, 250 Havelock St., Toronto; Treasurer, pro tem., Thomas Worsley. — 1 

Canaidan Full-Fashioned Hosiery Workers’ Association and Allied Crafts, 
London Local No. 1. Secretary, S. Benbow, Tambling’s Corners, P.O.,' London, 
Ontario. 

Canadian Full-Fashioned Hosiery Workers’ Association and Allied Crafts, 
Hamilton Local No. 2. Secretary, Ernest Transom, 16 Sherman Avenue South, 
Hamilton, Ontario. 

Canadian Full-Fashioned Hosiery Workers’ Association and Allied Crafts, — 
Toronto Local No. 3. Secretary, John Harrison, 72 Gwynne Avenue, Toronto, — 
Ontario. 4 
Canadian Hine Petioned Hosiery Workers’ Association and Allied Crafts, 
Owen Sound Local No. 4. George Clarridge, 1188 Fourth Avenue East, Owen — 
Sound, Ontario. 4 

Canadian Full-Fashioned Hosiery Workers’ Association and Allied Crafts, — 
St. Catharines Local No. 5. Secretary, Cecil Saville, 104 Maple Street, St. | 
Catharines, Ontario. i 

Canadian Full-Fashioned Hosiery Workers’ Association and Allied Crafts, © 
Hanover Local No. 6. Secretary, Wm. H. Hergott, Hanover, Ontario. : 

Canadian Full-Fashioned Hosiery Workers’ Association and Allied Crafts, ~ 
Mt. Dennis Local No. 7. Secretary, Alfred Busby, 32 Emmett Avenue, Mt. % 
Dennis, Ontario. ) 

Canadian Full-Fashioned Hosiery Workers’ Association and Allied Crafts, 
London Local No. 8. Secretary, D. M. Shepherd, 1285 York Street, London, 7 
- Ontario. a 
Canadian Full-Fashioned Hosiery Workers’ Association and Allied Crafts, | 
Hamilton Local No. 9. Secretary, James McCallum, 402 Charlton Avenue 7. 
West, Hamilton, Ontario. | 

Canadian Full-Fashioned Hosiery Workers’ Association and Allied Crafts, 
London Local No. 10. Secretary, G. W. Wells, 1296 York Street, London, ©} 
Ontario. el 
Canadian Full-Fashioned Hosiery Workers’ Association and Allied Crafts, — 
London Local No. 11. Secretary, A. Poole, 55 Linwood Street, London, Ontario. — 

Canadian Full-Fashioned Hosiery Workers’ Association and Allied Crafts, ~ | 
Woodstock Local No. 12. Secretary, D. Drake, 663 Henry Street, a | 
Ontario. By 
Canadian Full-Fashioned Hosiery Workers’ Association and Allied Crafted a 
Toronte Local No. 14. Secretary, Ronald Bottrill, 62 Humber Blvd., Toronto, © | 
Ontario. 

Canadian Full-Fashioned Hosiery Workers’ Association and Allied Crafts 
Hamilton Local No. 15. Secretary, James K, Davidson, 215 Albany Avenue 
Hamilton, Ontario. 
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National Union of Textile Workers, Local No. 1. Secretary, Mrs. Gladys 
Dunbrack, 180 Mountain Road, Moncton, N.B. 
National Union of Textile Workers, Local No. 2. Acting Secretary, R. F. 
Gould, 311 Archibald Street, Moncton, NB. 

L’Union Canadienne Nationale des Ouvriers du Textile (Canadian National 
Textile Workers’ Union), Montreal Local No. 1. Secretary, Lucien Dubreil, 1555 
Cabot Street, Montreal, Quebec. 


: ELECTRICAL 


Canadian Electrical Trades Union. President, A. R. M. Barnetson, 81 
Rosethorn Avenue, Toronto, Ont. Branches at Edmonton, Hamilton, Toronto 
(2). 


ENTERTAINMENT 


Canadian Federation of Musicians, Local No. 1. Secretary, Cecil A. Reade, 
-6-2191-W 1st Avenue, Vancouver, British Columbia. 
; Canadian Federation of Musicians, Local No. 4. (Saskatoon Association of 
Musicians), Saskatoon, Saskatchewan. 
: Canadian Federation of Musicians, Local No. 9. Secretary, D. B. Robert- 
son, 615 Tegler Bldg., Edmonton, Alta. 
3 Canadian Federation of Musicians, Local No. 10. (Montreal Association of 
Musicians). Secretary, Armand Mignolet, 4108 St. Hubert, Montreal, Quebec. 
‘ Canadian Federation of Musicians, Local No. 11. (The Canadian Clef Club, 
Montreal). Secretary, I. Sealey, 1302 St. Antoine Street, Montreal, Quebec. 

i Canadian Federation of Musicians, Local No. 14, London. Secretary, Her- 
“man W. Liersch, 59 Charles Street, London, Ontario. : 
# National Union of Theatrical Employees, Montreal Stagehands’ Local No. 
1. Secretary, J. A. Pepin, 519 Ontario Street East, Montreal, Quebec. 

' National Union of Theatrical Employees, Montreal Projectionists Local No. 
. Secretary, A. Lague, 6573 De Lanaudiére Street, Montreal, Quebec. 

National Union of Theatrical Employees, Calgary Stagehands’ Local No. 
Secretary, W. R. Hicklin, 417 Beveridge Building, Calgary, Alberta. 
_ National Union of Theatrical Employees, Winnipeg Projectionists’ Local 
No. 8. Secretary, Gordon M. Kruger, 18 North Panama Court, Winnipeg, Man. 
-~ National Union of Theatrical Employees, Toronto Projectionists’ Local No. 
10. Secretary, H. M. Hallett, Apt. 46, 414 Jarvis Street, Toronto, Ontario. 
- National Union of Theatrical Employees, Edmonton Projectionists’ 
Local No. 11. Secretary, A. R. Taylor, No. 407 - 10160 - 101 Street, Edmonton, 


METAL 


_ Algoma Steel Workers’ Union. President, H. P. Waite; Secretary-Treasurer, 
| Merl H. Smith. Head Office: 168 Gore Street, Sault Ste. Marie, Ontario. 

_ Boilermakers’ and Iron Shipbuilders’ Union of Canada, Local No. lI. 
retary, R. Woodbridge, 2603 Silver Avenue, New Westminster, B.C. 
~ Boilermakers’ & Iron Shipbuilders’ Union of Canada, Local No. 2. 
Secretary, A. G. Jacques, 619 Canteen Road, Esquimalt, B.C. 

- National Union of Enamel and Stove Workers. Secretary, Edward J. 
| Egan, 259 Talbot Street, London, Ont. 
~ National Union of Metal Polishers, Buffers and Platers, Local No. 1. 
Secretary, J. E. Cartwright, 48 Concord Avenue, Toronto, Ont. 
National Union of Metal Polishers, Buffers, Platers and Spring Makers, 
Local No. 2, Montreal, Quebec. 

Canadian Ornamental Iron & Bronze Workers’ Union. Secretary, J. 
vallée, 6328 Chambard Street, Montreal, Que. 
Owen Sound Metal Workers’ Union. Secretary, W. Briggs, 379 Nineteenth 
‘Street West, Owen Sound, Ontario. 
T5T45—2 
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Saint John Metal Workers’ Unicn. Secretary, Walter E Scott, 251 K 
Street Hast, Saint John, New Brunswick. 
St. Thomas Sheet Metal Workers’ Union. Secretary, A. Farren, 35 Hia- 
watha Street, St. Thomas, Ontario. at 


MUNICIPAL SERVICE 


Edmonton Civic Employees’ Union, Local No. 30. Secretary, H. Je 
McCallum, 11823-71st Street, Edmonton, ‘Alta. ' 

Ottawa Civic Employees’ Union. Seeretary, William C. Wright, 363 Cam= 
bridge Street, Ottawa, Ontario. 

Oshawa Civic Employees’ Union. Secretary, John Callison, 303 Albert t 
Street, Oshawa, Ontario. : ‘ 


PrRsONAL SERVICE q 


National Union of Barbers & Hairdressers of Canada, Local No. 1. Secre- 
ey J. W. Gallaher, 10002-101A Avenue Edmonton, Alta. “a 
National Union of Barbers and Hairdressers of Canada, Local No. 
Meeclary, EK. H. McKeever, 118 Highfield Street, Moncton, NB. ia 
National Union-of Barbers and Hairdressers of Canada, Local No, 3 
Secretary, Earl Kincade, 42 Germain Street, Saint John, N.B. 
National Union of Barbers and Hairdressers af Canada, North Shore Loca il 
No. 4. Secretary, A. C. Cormier, Box 25, Bathurst, N.B. 
National Union of Barbers ‘and Hairdressers of Canada, Local No. | 
Secretary-Treasurer, Jim Lavoie, Box 351, Edmundston, N.B. 
National Union of Barbers and Hairdressers of Canada, Local No. 
Secretary, Harry Robertson, Newcastle, N.B. 4 
National Union of Barbers and Hairdressers of Canada, Local No. q 
Secretary, Lance Grant, St. Stephen, N.B. 7 
National Cleaners & Dyers’ Union, Local No. 2. Secretary, H. A. Rosen, 
Box 304, Edmonton, Alberta. 4 


Power ENGINEERING ae 


National Union of Operating Engineers of Canada. President, T. Prézeau; 
Secretary-Treasurer, H. W. Clarke, 220 North Avenue, Longueil, Quebec. H | 
Office: 1182 St. Lawrence Boulevard, Montreal, Quebec. Local No. 3 Gran y; 
Local No. 5, Sherbrooke; Local No.’6, St. Johns. 

National Union of Oper ating Engineers, Local No. 2. Secretary, G. Lamont t, 
223. Carrall Street, Vancouver, B.C. 

National Union of Operating Engineers, Local No. 3. Secretary, I E 
Brown, Room 30, West Hastings Street, Vancouver, B.C. 


PRINTING 


The Canadian Printers’ Union, Local No. 2, Ottawa. Secretary, Lo 
Duck, 8 Second Avenue, Eastview, (Ottawa), Ont. : om 


TRANSPORT AND GENERAL 


Algoma Truckers’ Union. Secretary, G. A. Dodds, 37 Beech St., 

Ste. Marie, Ont. 4 
< Canadian Longshoremen’s Association, Local No. 2. Secretary, LW 
Pilfold, Box 531, Prince Rupert, B.C. 

Submarine Divers’ and Tenders’ Union of Canada, Western Div 
Secretary, William Zess, 1855 Georgia Street, East, Vancouver, B.C. ‘e 
~~» Co-operative Labour Protective Association, Westville Branch. Secreta 
Moore Thompson, Westville, Nova Scotia. 
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® Halifax Grain oi aa Operators’ Unit. Transport & General Workers of 
Canada. Secretary, H. F. Orman, 61 Victoria Road, Halifax, NS. 
i Edmonton Street Railway Unit, Transport & General Workers of Canada. 
‘Secretary, D. Forster, 11441-84th Street, Edmonton, Alta. 
i Truro Unit, Transport & General Workers of ‘Canada. President, Henry 
Fraser, 1127 Prince Street, Truro, Nova Scotia. 
; Montreal Elevator Operators’ and Building Maintenance Employees’ Unit. 
_ Transport & General Workers of Canada. Secretary, Allen Smith, 1176 Bishop 
Street, Apartment 7B, Montreal, Quebec. 
fn Building Service Workers’ Union, Toronto Local No. 1. Secretary, (Mrs.) 
A. Spencer, 1446 Gerrard Street, Toronto, Ontario. 
; Edmonton Chauffeurs’ and General Transport Workers’ Unit, Transport 
& General Workers of Canada. Secretary, L. McEachern, 12713- 110 Av enue, 
Edmonton, Alberta. 
Canadian Garage Workers’ Association. Secretary, H. Biddle, 1309 Tra- 
falgar Street, London, Ontario. 
ie National Garage Workers’ Union, Ottawa, Local No. 1. Secretary, H. 
Gamman, 30 Lewis Street, Ottawa, Ontario. 
; National Garage Workers’ Union, Local No. 2. Secretary, J. Scally, 1079- 
4th Avenue, Verdun, Quebec. 
"St. Thomas Civie, Transport and General Workers’ Unit, Transport and 
‘General Workers of Canada. Secretary, George Langley, 2 Hill Street, St. 
Thomas, Ontario. 
Petroleum Workers’ Industrial Union of Canada. Secretary, G. C. Cruik- 
shank, 55 Watson Avenue, Toronto, Ontario. 
q National Union of Industrial Gas Workers. Secretary, Orlando Dean, 301 
‘High Park, Toronto, Ontario. 
| National Union of Domestic and Industrial Gas Workers. Secretary, G. J. 
‘March, 1333 Dundas Street West, Toronto, Ontario. 
Avon Mine Workers’ Union, Minto, New Brunswick. 
Diamond Mine Workers’ Union, Minto. Secretary, Harry Branscombe, 
‘Newcastle Bridge, New Brunswick. 
Miramichi Mine Workers’ Union, Local No. 1. Secretary, Fred S. Night- 
ingale, Minto, New Brunswick. 
| Rothwell Mine Workers’ Union, Local No. 2. Secretary, Stanley E. Gee, 
Newcastle Creek, New Brunswick. 
National Union of Gypsum and Lime Workers, Local No. 1. Secretary, 
David Joseph, Caledonia, Ontario. 
Verdun Workers’ Union. pereiany, Re. Walker, 55 Second Avenue, 
Verdun, Quebec. 
Wallpaper Workers’ Industrial Union of Canada, Toronto. Secretary, 
. Ellis, 85 Robert Street, Mimico, Ontario. 


. 


RaAtLbway TRANSPORT 


Canadian Association of Railwaymen. Lodge 73, Toronto, Ontario, Secre- 
ry, L. DuMaresq, 99 Silverthorne Avenue, Toronto, Ontario: Lodge 6K, 
Bo oto, Ontario, Secretary J. A. Kerr, 154 Ellsworth Avenue, Toronto, 
Ontario; Lodge 17, London, Ontario, Secretary, H. C. Percival, 1074 Florence ~ 
reet, London, Ontario. 
. Canadian Brotherhood of Railway Employees. President, A. R. Mosher; 
Vice-President, J. E. McGuire; General Secretary, M. M. Maclean, Box 395, 
Ottawa, Ont.; Executive Board: A. R. Mosher, Chairman, A. Massé, Secretary, 
. Crawford, A. N. Lowes, and George H. Stoker. Trustees, Geo. E. Lowe, 
Teasdale, and C. H. Stevenson. Local Divisions: Sydney, North Sydney, 
coins Mines, Mulgrave, Stellarton, Truro (2), Halifax (7), Bridgewater, 


Amherst , Charlottetown, Campbellton, Newcastle, Moncton (8), St. John (2), 
57452}, 


gy 
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Edmundston, Fredericton, Levis, Riviére du Loup, Charny (2), Montreal (13) 
Quebec (3), Mont Joli, ‘Cabano, Richmond, Sherbrooke, Joliette, La Tuqu 
Coteau Jct., St. Hyacinthe, Ottawa (3), Toronto (9), Hamilton (4), London 
(4), Reddit, Troquois, Listowel, Guelph, St. Catharines (2), Porquis Jct. Strat- 
ford (2), Fort Frances (2)5 Rainy River, Brockville, St. Thomas, Kingston (2) 
Brantford (2), Fort Erie, Allandale, Belleville (2 i‘ Cochrane, Fort Williams 
Sioux Lookout, Armstrong, North Bay (2)%, Englehart, Capreol, Lindsay, Nia- 
gara_ Falls, Parry Sound, Sudbury, Nakina, Hornepayne, Depot Harbour, 
Kitchener (2), Midland, Palmerston, Peterborough, Sarnia, Windsor (8), Win- 
nipeg (8), Dauphin, Brandon ae Rivers, Portage la Prairie, The Pas, ‘Moosed 
Jaw, Regina (2), Prinee Albert, Melville, North Battleford, Saskatoon (2) 
Watrous, Biggar, Kamsack, Kindersley, Radville, Kipling, Shellbrooke, Hum- 
bolt, Edmonton (3),-Calgary (2), Edson, Wainwright, Jasper, Drumheller, 
Mirror, Hanna, Prince George, Vancouver (3), Smithers, Kamloops, Pa 
Rupert, Victoria, New Westminster, McBride. 


RETAIL DISTRIBUTION 


National Retail Clerks’ Association, Local No. 1. London, Ont. 
National Retail Drivers’ Union, Local No. 1. Secretary, Fy Hopkin, 
7 Kennedy Apartments, Winnipeg, Manitoba. 


my 


VICTUALLING 4 1 
National Beverage Workers’ Union, Local No. 1. Secretary, B. F. Box, 
117 Garfield Avenue, London, Ontario. — 
Bakers’ and Dairymen’s Industrial Union. Secretary, A. E. Keay, 23 
Gliddon Avenue, Oshawa, Ontario. 
London Milk Drivers’ and Dairy Workers’ Union. Secretary, A. E. Erwin, 
216 Richmond Street, London, Ontario. 
_ Sault Ste. Marie Bakers’ and Dairymen’s Union. Secretary, F. S. Walton 
157 Alexandra Street, Sault Ste. Marie, Ontario. 
All-Canadian Bartenders’ and Waiters’ Union, Local No. 1. secre 
J. Spencer, 121 Elm Street, London, Ontario. 
National Union of Hotel, Club and Restaurant Employees, Local No. 
Secretary, H. J. Graham, 7 St. Patrick Street, Saint John, New Brunswick. _ 
Atlantic Sugar Workers’ Union. Secretary, Ge 0 Connor, 27 Peters Street, 
Saint John, New Brunswick. 
National Biscuit Workers’ Union, Moncton Local No. 1. Secretary, Lola 
Gagnon, 638 Main Street, Moncton, NB. my) 
Canadian Flour and Cereal Workers’ Association, Port Colborne, Local 
No. 1. Secretary, 8. L. Gaudie, 1386 Park Street, Port Golborne, Ontario. , 
Owen Sound Grocery Employees’ Association. Secretary, Richard W. Ward, 
780 Second Avenue West, Owen Sound, Ontario. 
Toronto Wholesale Fruit Employees’ Association. Secretary, R. H. Schied, 
54 Austin Avenue, Toronto, Ontario. 


SHoE, Woop AND FuRNITURE WORKERS a 
Canadian Union of Woodworkers, London Branch. Secretary, R. Corke 
318 Oxford Street, London, Ontario. 
Canadian Union of Woodworkers, St. Thomas Branch. Secretary, A. Beale 8, 
93 Fifth Avenue, St. Thomas,.Ontario. 
British Columbia Woodworkers’ Union, Local No. 1. Secretary, V. Ww. 
Dalziel, 2426 Yale Street, Vancouver, B.C. 
Canadian Barrel Workers’ Association, London, Local No. 1. Secret 
G. Nethercott, 8 Rosewood Avenue, London, Ontario. 
[Mr. N. 8. Dowd.] 
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B Natitnal Union of Furniture Workers, Local No. 1. Secretary, A. Hawks- 
: ford, 308 12th Street West, Owen Sound, Ontario. 

ke. ‘National Union of Furniture Workers, Local No. 2. Secretary, John R. 
-Lamiman, Box 427, Kincardine, Ontario. 

; National Union of Furniture Workers, Local No. 3. Secretary, R. E. Hall- 
“man, Hanover, Ontario. 

‘ _ National Union of Furniture Workers, Local No. 4. Secretary, W. Slight, 
Listowel, Ontario. 


Mr. Biaear: I have no questions to ask Mr. Dowd. 


By Hon. Mr. Coté: 


Q. Mr. Dowd, last summer this Committee made a preliminary report to 
ithe Senate, and that report indicated it was the unanimous wish of the 
“members of the Committee that the railways should effect economies. There 
“was no dispute about that. Now, during the course of this investigation a few 
‘suggestions have been made for meeting our railway problem. One, by Sir 
Edward Beatty, was unification of management. Your brief makes it very 
‘clear that your organization is opposed to that. Then there was another 
Proposition made, by the President of the Canadian National, Mr. Hungerford. 

e said that the present law governing co-operation, that is the Act of 1938, 
and the arbitral tribunals which may be set up to enforce co-operation, have 
practically failed to work, and he suggested that this scheme should be 
trengthened by interposing an independent commission, or commissioner, which 
Brould force the railways to engage in joint schemes of economy. Is your 
Congress in favour of that?—-A. No. I think I might say that as far as the 
rganizations represented by the All-Canadian Congress of Labour are con- 
cerned—I am speaking on behalf of about 30,000—they would be equally 
peresed to co-operation as to unification. They believe that that is not the 

answer to our problem. And they also suggest that very great economies have 
“been made since 1928, in view of the fact that 70,000 railway workers have 
been thrown out of employment, and that there have been vast economies in 
operating expenses. The railways, I think I might say at this point, are eager 
an every way to effect economies in operation, that is so far as their own 
| ae are concerned. ae as far as the genetat principle of 


Pou Die ata fan Mr. epee Mr: Myiciite se als and from Mr. 
Peterson particularly yesterday, that it seems to the workers I represent 
scarcely a coincidence that now when this inquiry has been reopened this 
ntirely new subject of the reduction of railway wages should be introduced. 
I believe it is not a coincidence, but a concerted attack on railway wages, and 
e workers I represent believe this is only the beginning of an attack which 
ll run all down the line, and, as I said in my brief, the workers do not 
I lieve our economic problem not our railway problem, which is only incidental 
to it—our economic problem in Canada can be solved by reducing wages. The 
proposal that wages be brought down to the level of the ‘farmer’s income is only 


something you might expect from a mind less intelligent obviously than Mr. 
) 


By Hon. Mr. Calder: 


» Q. Mr. Dowd, if I may interrupt you right there. On page 3 of your 
“Memorandum in paragraph 6, quoting from the report of the Executive Board of 
4] e Congress in convention, this statement appears: “The solution of the railway 
oblem will be reached only when the general problem of industry is solved, 
through the economic planning of all industrial activities, and their operation for 
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service rather than profit.” Now, as I paiee it, that means cprely ee that 
so far as the work of our Committee is concerned, we might as well stop con 
sidering the question of evolving any plan whereby this railway problem can be 
solved ‘unless we are prepared to adopt the principle that it can only be solve 
when all the industries of Canada are operated under some means of planning. | 
What do you just mean by that?—A. Senator, I might put it this way. The 
economic condition of Canada is like the condition of a patient who is suffering” 
from hardening of the arteries, arteriosclerosis. He goes to a doctor for treat-— 
ment. J don’t think any doctor would suggest cutting out a few of the arteries, 
but he would deal with the general condition of the patient, his diet, habits, sleep. 
I trust there are no doctors on the Committee so I may speak freely. 


Hon, Mr. Parent: You speak like a university man. 7 


The Wirness: I am a university man. I feel our railway problem is only. 
one instance of general disintegration of an economic system which has been 
in operation since the 17th century. To you gentlemen in particular, members ) 
of a deliberative body, business, industrial and financial leaders, and men of 
light and learning, I say the workers on whose behalf I speak endorse this 
general proposition, that no solution of the railway problem can be found until 
the people of Canada are prepared to endorse a system of co-operation and 
public ownership whereby the natural resources, the technical and managerial 
skill, the labour, the factory equipment of our country, are used to give us the 
highest standard of living which we have a right to expect,.with a pron 
sharing of work, leisure and income. 


Hon. Mr. Parent: Communism. 


The Witness: No, sir, it is not Communism in any sense of the term. The 
title is not important, the principle is. The title does not mean anything. 


By Hon. Mr. Horsey: 4 


a 


@. Take the medical example which you cited. Suppose a man has ¢ 
broken arm, is he to be treated for everything?—A. No, sir. Canada is nol 
suffering from a broken arm. Canada is suffering from a condition in her 
arterial system. You will see it in red across the map. 


By Hon. Mr. Robinson: Bt 

Q. Arteriosclerosis is a hopeless disease?—A. It certainly is not. High blooe 
pressure is not by any means a hopeless disease. Hardened arteries, as m 
of our older men know, can be softened up and made to work better. There is 
no difficulty on that score. 


By Right Hon. Mr. Meighen: 


Q. For my own information—I have tried before and failed—will you g 
us in a few words the difference between what you think is the real cure 
Communism?—A. Senator, I think that question, if I may be permitted 
say so, is irrelevant and immaterial. I am not here to discuss Communi 
Socialism, co-operation or anything else. I am glad to have an opportunity 
suggest to the committee that they are dealing only with one aspect of 
problem, and I am quite satisfied that you yourself can follow on the ge 
lines of which I speak. As you said yesterday, Senator Meighen—if I 
address myself, Mr. Chairman, to Senator Meighen, whose brilliance everybod 
recognizes, and with whom I ‘do not propose to cross swords, for it would b 
utterly foolish on my part to attempt to do so—yesterday you said you did no 
eare what name it might bear so long as it was a solution of the problem. | 

Q. Hear, hear—A. I agree with you. It does not matter what nam 
call it whereby we shall get goods and services to the people of Canada. I 
not care whether we follow the system that has been laid down by Marx 

[Mr. N. 8. Dowd.] As 
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by 3 bats other economist. -I don’t think we need follow Marx, for Canadians 
have brains enough to solve their own problem. We have brains enough in the 
| Senate, we have brains enough around this table if you men would put your 
minds ‘to the problem as it exists on a large scale. Of course, there are no 
interests, except the workers and some farmers—for. whom, I may say, Mr. 
* Peterson did not speak—who want to see the high standard of living in Canada 
- maintained by means of co-operation, national ownership. 


By Hon. Mr. Black: 


Q. I think you said a moment ago you were opposed to co-operation?— 
A. I am opposed to the scheme of co-operation which was provided for in the 
Railway Act of 1933—the Canadian Pacific-Canadian National Act. 


By Hon. Mr. Murdock: 


— Q. You mean compulsory co-operation?—A. Yes, compulsory co-operation. 
The workers are opposed to any scheme whereby opportunities for employment 
will be lessened, because they believe that they have a right to earn a living. 
hat is the right of every Canadian citizen. | 


By Right Hon. Mr. Meighen: 


QQ. That applies, then, just as much to the Act of 1933 as it would to legis- 
lation for the purpose of putting compulsory co-operation into effect?—A. Yes, 
sir. So far as the workers are concerned, they believe every measure designed 
‘to reduce employment and purchasing power of the workers is inimical not 
_ only to their interests but to the interests of the country as a whole. 


By Hon. Mr. Parent: 


-. Q. Do I understand you to say that since the Act of 1933 went into effect 

70,000 men have lost their positions?—A. No, Senator Parent; since 1928. At 
| the peak, in 1928, there were 201,000 employees roughly; to- ‘day the number 
| is 133,000. 


By Hon. Mr. Calder: 


_ Q. Personally, I am anxious to understand the principle that underlies your 
attitude. I should like to get, if possible, a concrete illustration of just what 
| is meant by the statement I have read—A. Surely. 

Q. I will read it again: “The solution of the railway problem will be reached 
only when the general problem of industry is solved”—now, this is the important 
part—‘‘through the economic planning of all industrial activities.” As an illus- 
tration of an industrial activity, let us take a mine up in the Porcupine area, 
a huge mine— 

Hon. Mr. Parent: The Lake Shore mine. 


‘5 
ays. 


: By Hon. Mr. Calder: 

oe "Q. —with thousands and thousands of employees. Now, what do you 
Mean by ‘economic planning” of that industrial activity?—A. I will tell you, 
Senator. When I am talking about this situation here I am not talking about 
ny specific mine or the mining industry. I do say that in Canada, with 
00,000 people living on half a continent, and with our mining resources, our 
at fields, our technical skill, our educated people and our homeogeneous 
ulation, and with all our advantages, including our railroads, our factory 
ipment, our skill of all kinds, our financial capital, should there be 2,000,000 
p ple on relief in Canada? 
A. All right. That mine would 
ear in the general scheme. We propose first of alla thorough economic 
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survey of the national resources of Canada, including its man-power and fac- 
tory equipment. We propose, in the second place, that on the basis of the > 
survey there should be an investigation made why we have poverty, priva- 
tion, misery, and injustice in this richly endowed country. In the third place, — 
we say if the industries were co-ordinated, not taking out the railway industry 
as a whole, which is only a carrier for the rest, you would keep your wheat and — 
corn and factory products moving in sufficient quantities to give the people of 
Canada a decent standard of living, a standard which they can perfectly well 
achieve, and your railway problem would be solved over-night. You are — 
dealing with the carrier. The real problem is, there is not enough freight. We 
want enough freight. 
Q. Do you really think the people of Canada themselves contral that! E 
situation?—A. I think they do. That is, I think they can— E 
Q. Entirely?—A. Entirely; —to the extent they are permitted to. So = 

far as our foreign trade is concerned, we will trade wheat for oranges. Z 
Q. But suppose the other fellow won’t trade oranges for wheat?—A. We — 
will have to use something else, we will have to use apples, for instance. We — 
have everything in Canada except coffee and sugar—sugar is actually made in © 
- Canada—Canada does not need to be dependent on any other country in the — 
world. If we were an island completely surrounded by the ocean, would we — 
starve to death? : 
Q. I suppose not. But I have not got within a thousand miles of an answer 

to my question. I want to know what you would do with the mining industry — ~ 
A. What would we do with that particular industry of mining under a system a 
of economic planning?— a 
Q. Yes—A. I would say that that particular mine and the products of © 
every mine in Canada— % 
Q. Just stick to the one mine.—A. After all, one mine is only a cog in the 
wheel. Where would the mine be without a railway running into it? 3 
Q. But what are you going to do with it?—A. I say if that mine is worth ¥ 
working, then the minerals which came out of it should belong to the people of 4 
Canada, and should be utilized for the benefit of the people of Canada. 4 
: Who would do the utilizing?—A. I am perfectly willing to leave it to : 

the Department of Mines here in Ottawa. £ 
@. In other words, the State would take hold of it?—A. I think the State 
would probably take hold of it, just as the State runs the post office, the radio, “a 
and a number of other things. @ 
Q. Should the State take over the production of sugar?—A. After all, the 
people are the State, I am not afraid of the people, I am not afraid of direction bya 
the State. Are you ‘afraid of yourself, Senator? 
Q. No.—A. Let the Senate run the thing. It could not be worse than the 
condition to-day. Senator Calder, you are an experienced man, you know that. — 
Q. What you state in effect, so far as that particular industry is concerned, s, 


own interest?—A. nor oe by a commission or by a department of Gov- id 
ernment. ‘ 
Q. And in the same way the people would take care of the production of © 
sugar and farm implements?—A. I don’t think we would take it over exactly. 
You know what national ownership or operation means? Our post office, for 
example, is as good as any, or our hydro-electric system’ in Ottawa. Do th 
people of Ottawa take it over? Is that the bogie? The hydro-electric system 
throughout the province of Ontario is the finest and cheapest in the world, — 
so far ds I know, and it is operated by the people—it is operated by a commis- — 
sion. 
Hon. Mr. Buacx: I do not think we are getting any enlightenment on ‘th 
railway problem. ‘3g 
[Mr. N. 8. Dowd.] 
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By Hon. Mr. McRae: 
4 Q. On page 3 you say that the lines might be used for effective colonization 
purposes. I would like to ask if your membership is in favour of immigration, 
_ and if so, to what extent?—A. The attitude of the Congress is simply this, 
_ that there should be no general immigration into Canada so long as our economic 
system creates such a large measure of unemployment and relief. 

‘a Q. Then your reference to colonization purposes has no importance what- 
_ ever?—A. Yes. There are thousands of Canadian workers starving in the 
_ cities that could be placed on farms. What are we going to do? Let them starve? 


Hon. Mr. Cauppr: That is not immigration. 

The Wrrness: I merely say our railways should be used intelligently. 
By Hon. Mr. Calder: 

Q. You are not in favour of immigration?—A. Not at this time. 
By Hon. Mr. McRae: 


; ; Q. There has been evidence before this Committee that our railways have 
_ been 


“group. 
* Q. You represent a pretty powerful organization?—A. I would like to 
‘think so. 


of the Government policy. It is on page 3. I want to ask would the conviction 
of your members be largely recorded in your electoral vote?—A. I couldn’t say 
as to that. 

| Q. You come with some expert knowledge, as you have in these other 
Matters?—A. The All Canadian Congress is not in politics; it has never been 
politics and has never expressed a political opinion so far as I am aware. It 
t associated with any political party in Canada, and we would endorse the 
servative Party, if it was in power, just the same as the Liberal Party, 
because its stand, as announced, would be exactly the same. 


Sel 


ee 


they are looking to Parliament. I think most people will agree that that is not 


say that. -I said that so far as I understood the Communist Party was s 
ported by the people of Russia, by 1a democratic system. - a 
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~Q. It has consolidated the sentiment which permeates your ee 
you are unanimous for what you believe to be in your best interest, natnte lisa 
and that makes a pretty consolidated movement, because it is unthinkable that 
you would split your vote—A. All I can say is that the Congress has never 
endorsed candidates. % 

@. Of course—A. And so fan as I know the workers of Canada are nob 
any more influenced than are the people of Canada as a whole. 

Q. Let me change the question. If the issue were to be unification or no~ 
unification your members would vote 100 per cent for no unification?—A. I 
think they would, but I am not at all sure it would be necessary for me to - 
advise them to do so. Let me say a word with regard to Mr. Peterson’s statement 
yesterday that the people of Canada had no views on the railway question, that 


right. The people approved of Mr. Bennett’s policy regarding amalgamation, © 
and later the Liberal Party on a similar policy was returned with a huge majong 


By Right Hon. Mr. Meighen: 


Q. I want to get as much logic out of you as I can.—A. Yes, Senator. 4 

Q. I do not assume that your organization is connected with the Third” 
International. I have never heard it suggested ——A. Thank you. a 
Q. And I do not think it has any idea of force?—A. That is perfectly right. © 

Q. Now you have advocated here a general plan, and you say you are 
against communism. I have therefore a right to demand that you tell me what 
is the difference between communism as practised in Russia and the plan you 
advocated to Senator Calder?—A. May I frankly say there may be twenty-seven 
different definitions of communism. a 
Q. Do not get off the track. What I ask is the difference between Rue r 
communism as “practised and what you have advocated to-day?—A. I don’ u 
know. 
Q. Neither do I—A. But I do say this, and I know Senator Haig will agree, 
because he told the St. James’ Men’s Club the other night that they were not 
afraid of communists in the West, that they elected them to legislatures, 
that we had to pay some attention to what Russia is doing. And this is my 
answer. If Russia has any solution of our economic problem we would be” 
terribly short-sighted if we refused it because it is communism. ae 
Q. I agree with that. But can you not tell me any difference?—A. I say 
frankly I don’t know, except I will say this: so far as I know the Russian i 
experiment was put into effect by a comparatively small group at the out et 
by revolutionary methods, and I understand the Communist Party is still sup- 
ported by the people as a ’ whole, and they have democratic methods. I believ Te | 
in Canada, if we understand, we shall reach the same goal which the Russians” 
profess to be driving for, by constitutional means—by electing men,to our P. 
liaments, and sometimes ‘putting them in the Senate, who will use their influe 
in such a way as to bring about changes in the economic system as WO 
remove the ills and sacrifices under which we now suffer, and without any bloc 
urge. " 
x PO: The purpose is the same?—A. The purpose is the same. The meth 
would have to be adaptable to Canada. : 
Q. And the kind of democracy they have you want here?—A. No, I do 


Hon. Mr. Parent: By their army. he 
The Witness: That may well be. But my point is this, that the pur 
which the Russians seek to achieve is the purpose which should animat 
Canadians. 
Right Hon. Mr. MriacHen: Sure. 
[Mr. N. 8. Dowd.] 
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The Witness: Do you not believe we have sufficient intelligence to be able 
- to use our natural resources in such a way as to give our people a high standard 
- of living? We do not need to follow Russia. We heard yesterday about a 
common-sense method of solving the railway problem. I suggest that there 
_ should be a common-sense way of solving the general problem, and that will 
solve the railway problem. 


By Hon. Mr. Calder: 


q Q. There is another thing. I cannot understand it at all. We have had two 
- or three witnesses here—and Mr. Peterson went over it yesterday—as to the 
| attitude of labour in Great Britain, where they had a railway problem, and the 
_ attitude of labour here in Canada. They are as far apart as the two poles. In 
_ Great Britain at first, according to the evidence before us, the labour organiza- 
tions representing not only hundreds of thousands, but probably millions of 
_ people, were absolutely oppose to anything in the way of consolidation, amalga- 
: _ mation or rationalization, or whatever you may call it. Parliament went ahead 
in spite of that. That is a fact, isn’t it? Parliament went ahead in spite of 
_that?—A. Of course you will realize that in the British Parliament railway 
- labour and labour in general is pretty well represented, and its interests were 
' Tepresented.to some extent. If you want me to admit that these railways— 
4 Q. Wait a minute. I say that the labour organizations, so far as the 
_evidence here is concerned, is briefly as I have stated it: that all the labour 
; organizations, practically aS a unit, were opposed to anything in the nature of 
‘rationalization or amalgamation, and that Parliament in spite of that went 
| Somes Yes. | 
: Q. And amalgamated one hundred and twenty different railway organiza- 
tions in four units?—A. Railway lines, yes. 
Q. And that has gone on. That was begun in 1921 or 1922 or 1923.— 
| A. I am not sure. 
_ Q. And that has been in operation ever since. And that not only has the 
| labour opposition to that movement ceased altogether, but that to-day labour 
| is demanding that the four remaining groups be unified, in the interest of 
|) economy, and in the national interest, in the interest of all the people of Great 
| Britain. That attitude is the attitude of the railway organizations themselves. 
(Now, my difficulty is this. What is the reason for the attitude of labour in 
‘Great Britain and the attitude of labour as represented by you?—A. I was 
\ here yesterday afternoon and I noticed that the Committee was rather exer- 
cised over the situation in Great Britain. Last night the Canadian Brother- 
hood of Railway Employees sent a cable to Mr. J. Marchbank, General 
Secretary of the National Union of Railwaymen, which is the largest labour 
“organization in Great Britain, with a membership in the vicinity of 475 ,000— 


By Hon. Mr. Dandurand: 
Q. In the railway field?—A. It represents in wage matters approximately 
75 per cent of all British railway workers. The National Union of Railwaymen 
|as the largest labour organization in Great Britain, with a membership of nearly 
75,000 railway workers; and it represents, as I say, 75 per cent of all British 
| ailway workers. This was the cable, signed by Mosher, Canadian Brother- 
hood of Railway Employees,—the president, as you know. 


“Certain interests here urging Parliament unify two large railway 
systems basing arguments on British practice. Please cable attitude 
British railwaymen towards consolidation already achieved and if now 
advocating complete unification state on what basis.” 


"Hon. Mr. Canper: That is a very fair statement. 


+73 
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The Wirness: This is the reply by Mr. Marchbank, ita came in this 
morning:— ~ 


oes oon ee, 


“Not satisfied with existing cansolidation British railways and — 
advocating complete unification of all means of MDs: under national 
ownership and control.” 


Hon. Mr. Hucrssen: That is just what I said yesterday. 

Right Hon. Mr. MritaHen: That is different from your attitude. You do 
not want co-operation at all. 

Hon. Mr. Parent: Just the opposite. 

The Wirness: They are asking for complete unification of all means of 
transport under national ownership and control. And if you ask what our 
attitude on that question is, I say that that would be much more acceptable to 
the workers I represent than any unification scheme under private manage- — 
ment. 


Cn en el 


By Hon. Mr. Parent: 


@. Because there would be more patronage?—A. You know as much about 
that as I do, Senator Parent. a 


By Hon. Mr. Horsey: 4 
Q. Mr. Dowd, where the general system of national planning for industry ~ 
as a whole is being carried out in Russia, how are the railwaymen there faring, ~ 
under this ideal system?—A. I am sorry, sir, I have no information on that — 
point. ¥ 
Q. Would you like to see the railwaymen here go under that system?—A. 
You know, sir, as well as I do, that Russia was a feudal country, and in the © 
space of some thirty odd years—perhaps twenty odd years—it has been — 
practically revolutionized, the whole country, and it has endeavoured to 
re-establish itself on an industrial basis, making more progress in twenty odd ~ 
years than the other countries had made in two hundred. a 
Q. I am just asking you that question. Would you like to see your 
railwaymen and labour here under those conditions that are prevailing in 
Russia?—A. No. 
Q. Where they can be taken from one place to another and ordered her i 
and there?—A. Well, as far as that is concerned, you know perfectly well that 
a railway company can order a man here and there at their own sweet will, — 
and the men are perfectly willing to go. They get their transportation paid. © 
I think you mean to ask if I would like to have here the standard of living 
that they have in Russia. We in Canada do not need to reduce to the Russian ~ 
standard of living, we do not need to reduce to the German standard of living, ~ 
or the Chinese standard of living. We in Canada can maintain a high standard — 
of living. I think you gentlemen, particularly those of you who are in business, — 
know that your factories are not producing adequately, I mean up to productiv 
capacity, at all. In every field—housing, agriculture, and so on—practically 
in every field there is room for vast improvement, which I think can be 
achieved if we get together on it instead of fighting, instead of having com=- | 
petition, instead of Heat the duplication which runs right through the piece 
from universities to abattoirs. y 


_, By Hon. Mr. Robinson: 

Q. It was going to ask a question. I do not know whether it is pertine 

or impertinent. I was wondering whether the stand that is taken here 
behalf of labour organizations is for the protection of those sheltered memb 
of the labour community who are already employed and not so much in t 
[Mr. N. S. Dowd.] 3 
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- interests of those poor devils who have been dropped by the railways and are 
not employed. Are they still members of the organizations?—A. I think that 
as a matter of practice every labour organization does carry its unemployed 
members. They are not asked to pay dues and they are allowed to attend 
meetings, and so on. In fact, they are encouraged to keep up their contact 
with the organization. I think that is a general statement of the practice that 
is followed. And now, if I may, I would like to refer to just another point, with 
regard to another statement made yesterday by Mr. Peterson. He said that 
the labour unions were showing an attitude of callous indifference—you know 
the sort of thing that this man pulled off yesterday—callousness and disloyalty, 
_ terrorizing the public with threats of domestic warfare and dislocation of trans- 
_ port, and so on. May I say to you that the labour leaders of Canada and the 
_ railway workers as a whole have given a great deal more thought and study 
- to this problem than any other group of people, and I think that they are very 
- much more competent to say what is at least in their own interest, and, since 
they represent such a considerable body of the public, what is in the public 
- interest. The railway organizations have never proposed these things purely 
on a selfish basis.. They are Canadian citizens, home owners, taxpayers to a 
- considerable extent—they are home owners and taxpayers to the extent that is 
possible—and so far as wages are concerned, I suggest to you that the average 
is $1,448, including the salaries of the higher paid officials. I have here a rail- 
way schedule of the Canadian Brotherhood of Railway Employees, covering 

9,000 workers of the Canadian National, in a group known as clerks and other 
a classes of employees; and I can show you, for example, that the salaries of 
ticket clerks go down as low as $95 a month. Here is an office, for example, in 
Toronto: district stores, departmental invoice clerk, $130; stenographers, $115; 
filing clerk, $130, and running down to clerks at $92.50. No one is going to sug- 
gest, surely, that that is too much for men who are supporting families, and who 
in many cases have had twenty-five to thirty years’ service on the railway— 

~ because, you know, that after 70,000 railway workers have been let out, you 

have not many of the younger men left. And $100 is not enough to support a 
~ family properly. Here are loaders, for example, at Montreal, ‘working for 53 
~ cents an hour— 


- ye 


ts 


By Hon. Mr. Parent: 
Q. That is common labour?—A. No sir; these are skilled men, I presume. 


By Hon. Mr. Haig: 


2 Q. Mr. Peterson did not pretend to represent labour yesterday. He quite 
_ properly said something that I think is true. He said, “I can only speak for the 
farmers of Western Canada.”—A. With what mandate? 

* Q. Leave that out. I happen to come from there ‘and I know Mr. Peterson’s 
ante. He said he spoke for the agricultural people of the three Prairie 
Provinces, their fundamental attitude. He pointed out the difference between 
)t the earnings of railway workers and of farmers. He referred not so much to 
_ your PE EAnTZS TOR, as I ous it, as to the eon of other trades. Very 


hat is right, Betater 
Q. The thing he brought to my mind was this, that the ieee of a farmer 


_ occupations, was all out of proportion. Confine yourself to that. How are you 
going to solve that problem, in relation to the difference between these earnings? 
_ They tell me that the same thing is true in Ontario, Quebec and the Maritime 
Provinces. Mr. Peterson’s charge against the railwaymen was that they got 
_too large a share of the national income, in comparison with the share received 
| it Boe rae community of this country.—A. Therefore, you propose to take 
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Q. I did not say that.—A. The only suggestion woul be, I presume, that 
you would take it from the railwaymen and give it to the farmers. We are 
already giving them a guaranteed price for their wheat. 

Q. I am wanting you to suggest an answer to Mr. Peterson’s problem a 
My answer is this, that instead of pulling down the standard of living of any 
group of workers which has an average of less than $1,500 a year, you should — 
raise the farmers’ standard of living, by getting more wheat down here and — 
more bread in the homes of the people of Canada. That is what you should do. ~ 
Get the farmers of the West raising vegetables and fruit, too, and distribute | 
these things. You know what happens: tomatoes and apples rot in the fields, © 
in the Okanagan Valley, for instance, when these things are needed in Vancouver. 
Use the railways for transporting these things. 


By Hon. Mr. Dandurand: i 

~ Q. Will you allow me to go back to my own RENE : 
Hon. Mr. Rozsrnson: May I finish with mine? 
Hon. Mr. Danpuranp: I thought you were through. i 


a 


By Hon. Mr, Robinson: a 


Q. I was asking about the sheltered workers, who are employed, and thosell 
poor devils who lost: their jobs, and I asked if those unemployed are still mem- 
bers of the organizations.—A. I said that the standard practice of railway labour 
unions and of all labour unions, as far as I know, is to carry their unemployed ~ 
on the records. The only sheltered groups that I know of, Senator, in Conadall 
are in the Senate. There is no sheltered group in the most important corpora- 
tion in Canada, and 70,000 railway workers are walking the streets because 
they have no shelter. Where is the shelter? You are sheltered, Senator, but I 
am. not. al 

Q. Let me ask you another question. Are these men who carried on the 
register of the organization allowed to vote, if they do not pay their dues?—A, 
I am not sure as to that. I would say not, in ordinary cases. The labour unio. n 
is endeavouring, first of all, to protect the interests of its membership, first of 
all, to protect the interests of its membership to the fullest extent, and also, a 
far as it can do so, to promote such an examination of our economic conditions ; 
as will lead to employment for every able-bodied citizen. I mean, that is o 
general purpose. j 

Q. Can they take part in the discussions?—A. Yes, surely. bi 

Q. But they cannot vote?—-A. I would say not, as a general thing. I am j 
speaking purely without preparation on that point. 

Do you agree with the proposition made the other day— A. Excuse me 
IT am just advised by Mr. MacLean, who knows more about the modus opera j 
of meetings than I do, that they are allowed to vote. 

Q. Even though their dues are not paid?—A, Yes. 


By Hon. Mr. McRae: 
Q. They are included in the membership?—A: Yes. 


By Hon. Mr. Robinson: : a 

Q. The statement was made the other day that high wages cause unem=-— 
ployment. Is that your idea?—-A. I would say emphatically, no.. The high 
you can get wages and the more you can increase purchasing power and pi 
duction going to the people as a result, the better conditions will be for ev: 
one. We would not reduce the incomes of anyone, as far as I am concer 
but would raise the standard of living for everyone. And that can unques 
ably be done. é 
[Mr. N. 8S. Dowd.] 
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- By Hon. Mr. Dandurand: 


Q. Mr. Dowd, we formed this committee in order to try to find a system 
or policy which would reduce the cost of administration of the two railways, and 
more especially of the Canadian National, which is of greater interest to us as 
as the State railway.—A. Yes. 
iz. Now, we are working under an Act of Parliament of 1933, which directs 
Be: railways to come together and co-operate to reduce expenditures, We 
‘realize that we should try to dispense with parallel roads and other redundant 
services, so that while serving the whole of Canada satisfactorily yet we can 
reduce considerably the cost of operation and thereby reduce taxes which go to 
hd ‘meet deficits. That can only be done by eliminating a considerable number 
_ of employees or wage-earners on the roads, which represent, I understand, 60 
per cent of the savings. You are opposed to this because, you say, it will force 
fi those wage-earners on relief. Should we not try to accomplish what the Act 
_ says should be done by finding a way of giving compensation to those employees 
who would be let out, and who are now doing work which is absolutely useless 
since it is duplicating work? If we do find a way to take care of these wage- 
_ earners—I understand an agreement was arrived at to that effect in Washing- 
» ton in 1936, and perhaps in Great Britain—what objection would there be on 
’ the part of labour to saving money. to the country and thus reducing taxation?— 
| A. Well, Senator Dandurand, you will realize that this is a situation which is 
largely governed by the attitude of the two railway companies themselves, and 
| while the railway unions, so far as I am aware, speaking generally, are opposed 
“to co-operation on either a compulsory or a voluntary basis— 
Q. Because of what?—A. Because of the fear of loss of employment. 
4 Q. The fear is there?—A. The fear is there very acutely. In spite of 
that fact the several pooling ‘arrangements, notably as between Ottawa and 
| Toronto, and Montreal and Quebec, have been put into effect, and others are 
| under consideration. 
| Q. Quite a number are under consideration—A. Yes. I think evidence 
- will bring out—this is only an opinion on my part from what I already know 
I 3 from reading the previous reports—I think evidence will show that opposition 
from the railway workers is not an important factor in the situation. The 
| opposition comes from the Canadian Pacific Railway, which is quite afraid that 
if it should go too far in making savings of this kind, or in any pooling arrange- 
“ments, it would be less able to pull its chestnuts out of the fire by making 
“some arrangement either under Government auspices or in some other way. 


‘ By Mr. Biggar: 

> Q. How do you know that?—A. Because of the evidence I have read 
i in the report of the Board of Railway Commissioners, as well as the reports 
| made to this committee last year. They indicate that the opposition was, I 
at ink, in almost every instance made by the C.P.R. I am informed, for 
| example, rightly or wrongly, that the Canadian National Railways was very 
| anxious to make arrangements about going into Windsor station in Montreal 
| before the big terminal there was projected, and that the opposition came 
| from the Canadian Pacific, from Sir Edward Beatty himself, who stated they 
ie had no room in Windsor station for any rival railway. 


| By Hon. Mr. Dandurand: 


 Q. I would not draw you into that field—A. Surely not. 

' Q. I want you to remain in your own.—A. Correct. 

; Q. I wonder how we can effect economies, which we believe the people 
expect us to obtain, in order to reduce the load of taxation without letting 

| off a certain number of men?—A. It cannot be done, Senator. 

a Q. I know it cannot.—A. It cannot be done; but on the other hand, 

cert: ain employees would look on the matter in a slightly different lght if 
we 


« ‘ 
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compensation were given. But how can you give compensation to a man 

who has another fifteen years’ service ahead of him? Supposing he is earning | 
only $1,500, are you going to give him $1,500, $1,000, or $500, or are you going 

to. let him try to get relief? He cannot. The point we want to stress is that 
there should not be less employment, but more. We have 200,000 Canadians — 
out of work to-day, and any suggestion which involves more unemployment 

must obviously be anathema to the workers, and it is not an answer to the 
problem. The difficulty is we are looking at this as a railway problem, but 
in the opinion of the workers I represent it is not only a railway problem, 
it is an economic problem, it is a national problem. You can do a little piece-— 
meal pooling here and there, but the workers will object to laying off a 
single man. 


By Hon. Mr. Calder: 

Q. Mr. Dowd, the evidence before us is to the effect that any scheme | 
of amalgamation or consolidation must necessarily be spread over a period of 
years, and that the natural decrease in the labour situation would be such 
as to take care, to a very large extent, of the displacement of labour in a 
period, say, of from five to seven years. In other words, it is not a case of 
throwing out thousands of men at one time, as you suggest now. I think the 
evidence before us is correct, that through death and other causes there will” 
be decreases in labour that will very largely take care of that situation” 
in five years—A. Then why all the worry? Let death and those other natural 
causes operate. 

Q. And not co-operate in the way of saving money?—A. Well, you might 
co-operate. i 

Q. Your whole argument leads to one conclusion, and that is: For God’s” 
sake, don’t touch this situation at all, because you are going to put some 
one man out of a job. That is the summing up of your argument.—A. I must” 
protest against that either as a summing up or as a proper interpretation of 
what I have said, Senator. I said nothing of the sort. I said all workers bar 


none, all workers including myself, will protest at anything that reduces work © 
and creates eee Ovaapa That is a perfectly natural action. I BAY, a 


as ee 


conscience of the people, mall I think you would be pervenlin right to j 
recommend it. 4 


By Hon. Mr. Dandurand: 
@. You must remember, if they are taken care of to a certain extent, the 


tion—A. I think, Senator, as a matter of fact the 70,000 workers have been 
laid off substantially without compensation, and I am sure others will be laid 
off, because the tendency is steadily to reduce employment. Those, I think, 
will be very glad to have any compensation whatever. The fortunate people are 
those who reach the age of 65 and can retire. = 

But may I in conclusion place on the record a letter which I wrote to the 
Prime Minister last year in regard to this railway question, and particularly 
with regard to the attitude of the Government and of the Canadian Federation — 
of Labour? I tried to point out that your committee has not seen fit to investi = 
gate, but I hoped the facts placed on record will indicate the utter lack of bona 
fides of this Canadian Federation of Labour. In February of last year— > 


By the Chairman (Hon. Mr. Beaubien): 
Q. Is that necessary?—A. It is very important. 
Q. You have answered very fully in that respect. 
[Mr. N. 8. Dowd.] 
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By Hon. Mr. Dandurand: 


Q. Could you not give us a concise epitome of the letter?—A. The point I 
‘made to the Prime Minister is this: that a number of Canadian papers had 
taken a recommendation of this Canadian Federation of Labour as coming from 
a substantial body of Canadian workers, and had used this as a basis of 
editorial attacks on the Government. I simply point out here that these papers, 
‘the Montreal Gazette notably, carefully avoided any reference to the fact that 
‘the railway workers of Canada and the general workers of Canada were 
‘unanimously opposed to unification. 


By the Chairman (Hon. Mr. Beaubien): 


Q. You have already made that point.—A. I simply eter to the newspaper 
‘attacks and to that particular situation. I think the matter ought to be 
‘sufficiently clear that no newspaper in Canada, and this committee, and no 
other public man in Canada dare base any argument on statements made by 
‘the so-clled Canadian Federation of Labour, for they would only make a 
aughing-stock of themselves if they did. I hope the Canadian Federation of 
abour has now been completely and finally and fully exposed, but I say the 
ame information was given to members of the Government a year ago, so this 
s not new to them. 

QQ. Now you have given us your full brief?—A. Surely. Thank you very 
much. 


The committee adjourned until the rising of the Senate this afternoon. 


The Committee resumed at 4.20 p.m. 


- The Cuarrman (Hon. Mr. Beaubien): Are you ready to proceed, gentlemen? 
_ Mr. Biccar: Mr. Chairman, during the course of Mr. Dowd’s remarks this 
Morning, at ten minutes to twelve, I was handed a letter from Mr. Burford, 
the Secretary-Treasurer of the Canadian Federation of Labour. It says:— 


As Mr. Allan Meikle has returned to Winnipeg, I request an oppor- 
tunity to clarify some points concerning our organization that have been 
raised by the witness heard this morning. The privilege of a few minutes 
hearing by the Committee would be appreciated. 


e Canadian Federation of Labour is the organization that was attacked by 
. Dowd in the last four or five pages of his written memorandum. 


_ The Cuairman (Hon. Mr. Beaubien): Shall we hear Mr. Burford? 


_ W. T. Burrorp was called as a witness. 


_ The Wrrness: Mr. Chairman and honourable gentlemen, the privilege of 
dressing you for a few moments is much appreciated. 


a By Mr. Biggar: 
~ Q. You had better explain who you are.—A. I am Secretary-Treasurer of 
» Canadian Federation of Labour. 


ae 4 
4 


rye? 
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mn 4 
do so. I do not think he has done so—A. I do not think he did, but he gave 
a list to the Clerk of the Committee subsequently. However, sir, I have ee 
list with me. 

Now, I do not wish to refute the whole of this morning’s submission which 
the Committee heard, but I do wish to make the position of the Canadian 
Federation of Labour as clear as I can. For that reason I have brought not 
only the list which has been referred to but other papers bearing upon our 
position. 

When Mr. Meikle appeared before this Committee a week ago it was not 
anticipated that the Committee would investigate the nature of the various 
labour organizations whose views it heard. It was our view that the Com- 
mittee would consider only the suggestions and testimony bearing on the 
railway problem, and Mr. Meikle’s submission was, for that reason, confined 
as closely as possible to the railway problem. If it had been thought neces- 
sary to review the whole history of our organization and others, that could 
have been done, but out of respect for the Committee, and having some regard 
for the Committee's time, Mr. Meikle only submitted the views of the Cana- 
dian Federation of Labour ion the railway problem. 

Now, in order to establish our position, which perhaps should have been 
done at the outset by Mr. Meikle, I ask you to bear with me while I explain 
the history of our organization from the beginning, because I think you will 
agree that in calculating the size and the responsibility of the organization 


you must have some regard for the length of time it has endured. I think 
the fourth dimension is sometimes spoken of as duration, and I think that has 
a bearing upon our position. 


The Canadian Federation of Labour, as stated in the memorandum sub- 
mitted by Mr. Meikle, was formed in 1902. In 1927 it amalgamated with 
certain other organizations, and as a compromise it took a new name, because 
it was then adopting a somewhat revised constitution, and became what was 
known as the All Canadian Congress of Labour. I was secretary of that 
organization then. 

Under that name it functioned until September of 1936, when there wai 5 
a difference of opinion in the executive board of the All Canadian Congress" 
upon political questions, concerning communists in particular. At the con- 
vention in 1935 of the Congress, which had been held in Montreal, the a 


board had submitted a report, as was the custom, upon matters in general 
which had to be considered by the delegates, and one section of this bak 
dealt rather completely with the question of communist intrusions in labour | 
organizations. When the executive board met in September, 1936, to prepare | 
its reports for the coming convention, to be held that year, it considere 
whether or not it should include a statement on the question of communis 
organization similar to the one which had been included in its report of 1935. 
The majority of the board were in favour of repeating in substance the 
statement of 1935. However there was opposition voiced by one member of. 
the board to the introduction of any such statement. That member resigne 
and walked out. His resignation was accepted. That member was the pres 
dent, Mr. A. R. Mosher. He walked out, and his position was taken by tl 
vice-president, who was elected immediately to fill the vacancy. 

In disappearing from the executive board of the Congress at that momen 
on this issue of whether or not we were opposed to the communists, M 
Mosher said he would fight us in that convention from the floor. 

In view of his refusal to co-operate in completing the report of tl 
executive board, which had to be prepared for the convention a few da 
thence, and his’ determination not only not to co-operate but to oppose t 
executive board in the convention, it was decided that the convention m 
_be put off for a few days. It was quite within the power of our board 

[Mr. W. T. Burford.] ¥ 


RAILWAY CONDITIONS 163 


postpone a convention. Conventions had been postponed on previous occasions. 
From time to time one convention had been postponed for five years. It 
was thought to be an ordinary routine procedure to postpone the convention 
for a few days, but much to our surprise Mr. Mosher and some members of 
his union, one union which was then affiliated with the Congress, held a meet- 
ing at the time appointed, in the city appointed, although not in the same 
hall—it was in Toronto—and with a little party of some thirty or thirty-two, 
‘consisting entirely of members of his own organization and of employees 
of his organization, plus two outsiders, he held what he called a convention, 
and then proceeded with a couple of enterprising lawyers to a court of law 
in Toronto and got an interim injunction against myself to prohibit my use 
of the name of the organization and of functioning in my capacity as executive 
“officer. That interim injunction, secured with the aid of Mr. Joseph Cohen 
-and Mr. Abraham Lieff, was a stumbling block, of course, in the operation of 
the organization from that moment. We were not able to do a thing, this 
injunction being secured 300 miles away from where the board was sitting. 
We vere then in Ottawa. Due to the continuance of that injunction not only 
“for the original week but for a total of about 30 days, the organization 
was smashed. 

| Honourable gentlemen, you may not Ave realize the position of a 
central labour organization. It exists more or less on the sufferance of its 
‘component parts, and they are not always very anxious to belong. They are 
‘subject to inducements and invitations to go elsewhere and to transfer their 
‘allegiance. They are subject also to the natural disinclination not to pay 
any dues. And whether it is a labour organization or any other voluntary 
issociation, such as, say, a baseball club or a billiard club or a social club 
jor anything of that kind, when one member goes to law against the other mem- 
) bers at large and starts a row, what happens? They stop coming to meetings; 
they stop paying their dues. Inside of that 30 days or thereabouts during 
‘which this injunction procedure was being carried through, the organization 
‘collapsed. And it was necessary for some of us, if we were going to save 
the organization at all, or any semblance of it, to set up under a new shingle. 
| We could not incur the expense of litigation, which might have lasted a couple 
‘of years, to expel that disgruntled group. So we reverted to the original name 
‘of the Federation, which it had had since 1927, and we set up the Canadian 
‘Federation of Labour again, minus the group which had tried to wrest control. 
~ Now, Mr. Chairman, in all these proceedings there was one thing very 
triking to those of us who were trying to maintain a labour organization 
‘On a sane basis. We were first of all a movement for freedom in labour 
organization. We resent any form of foreign control or domination of labour 
labour organization. But we resent even more the domination of a political 
group, a subversive political group, such as communists. And their finger 
‘was very noticeable in all these proceedings. When the injunction was begun 


jubilant at the Beuti that was taken to prevent the executive board of the 
All-Canadian Congress of Labour, as our organization was then called, from 
carrying on its work. Here is the heading in the Daily Clarion. I have it 

It is dated Sees 30, 1936. It is quite visible, I think, 


W. T. Burrorp BARRED FROM SPENDING UNION FUNDS 


Unfortunately, there was nothing to spend. 
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Then immediately afterwards when Mr. Mosher and his fellow members 
in his particular union of state railway employees, and a couple of outsiders, 
held their little convention, it was adequately reported in the same organ 
of public opinion. Here is a heading:— : 


Unirep TrapE Untons 1s Our Goat, Says A.C.C.L. 


That is in the Daily Clarion of September 29. They had the convention 
before they got the injunction. y 


INTERESTS OF LaBour ABovE UNIon Prorit, MosHER DECLARES a 


By Mr. Biggar: 


Q. I do not want to intérrupt you, Mr. Burford, but I think the Com 
mittee is not in any doubt about the organization: represented by Mr. Dowd, 
of which Mr. Mosher is president, being in favour of something in the nature 
of communism. We were told that this morning. I do not think you need 
to labour that point.—A. I think the witness this morning was mia con- 
siderable latitude. 

Q. I simply say that that particular point must be conceded, I cage | 
A. There is one little paragraph here which I think it might be well to quoH 
in this connection, if I may. It is from the British Columbia Workers’ News, 
published by the Proletarian Publishing Association, at Vancouver, Friday, 
December 11, 1936. There is an article here by Mr. T. A. Ewen, who was one 
of the communists jailed in 1931, which leaves no room for doubt as to the 
stand taken by that particular group. In the conclusion, if I may quote it, 
he says, after referring first to the Burford- McKinlay- McCollum- Meikle- 
Russell group— 


Their most recent letter appealing to members of the A.C.C.L. to 
join the Federation is correctly castigated and classified by Preside 
Mosher as a fascist act. It is the very essence of fascism in the trad 
unions to snare men into splitting their own ranks and their own organize 
tions; to spread a poisonous nationalism; to make red baiting and cor 
munist heresy-hunting the fundamentals of patriotism; to follow the li 
of Burford and Co. The whole trades union movement of Canada 
against fascism and with President Mosher on this issue. 


As Colonel Biggar has reminded me, that is not the essence of the argument 
establishing the position of our Federation. But I should like to point out, 
in concluding these quotations, that a short time after this incident there w 
held what we regard as a rump convention in Toronto, and only a little i 
after that, in April, 1937, the communist papers came out in lurid attac 
upon these people whom we regarded as having served as their tools. I ha 
a paper here, of the same trend, dated in April, with this heading:— 


Arrer HEepBpurRN, MOSHER 


That was the trend of this group, which formed a part of the All-Cana 
Congress of Labour, and which was excluded when the Canadian Federation — 
Labour reverted to ‘its original title in October, 1936. 
Now, at that time, the All-Canadian Congress. of Labour consisted i 
various unions, which I have listed here. It consisted of these national unions:- all 


Amalgamated Building Workers of Canada. 
Electrical Communication Workers of Canada. 
Canadian Printers’ Union. 
Canadian Association of Railwaymen. 
Canadian Brotherhood of Railway Employees. 
Canadian Association of Stationary Engineers. 
One Big Union. 

[Mr. W. T. Burford.] 
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Those were all the national unions, that is unions having more than one and 
perhaps many local branches in different parts of the country. Those are 
peven in number. In addition to that it consisted of about a couple of dozen 
small local bodies. There is rather an extensive list. 
Q. You could hand that in, the other list?—A. Yes, it could be handed in. 
These small bodies did. not consist, as a rule, of more than 100 members, at the 
outside, possibly as few as a dozen. That was the composition of the All- 
Canadian Congress of Labour at its dissolution in September, 1936. 
_ With the reversion of the Federation to its original title, it took over the 
great majority of the membership of the old Congress, excluding, of course, 
one group known as the Canadian Brotherhood of Railway Employees, which 
is owned and controlled by Mr. Mosher. That was not invited to come along. 
We held our regular conventions in 1937 and 1938, and at those conventions 
pe different organizations which were affiliated with us played their part. I 
have here a list of the organizations which in that period of two years prior to 


our last convention in December contributed to the funds of the Federation. 
this list:1s as follows:— . 


eee = 


Amalgamated Building Workers of Cenade 


é Atlantic Sugar Workers’ Union. 

a Canadian Bakery Workers’ Union. 

a Canadian Brotherhood of Ships Employees. 
Canadian Federation of Actors and Entertainers. 
t Canadian Federation of Musicians. 

5 Canadian Fruit Pickers’ and Packers’ Union. 

vs Canadian National Printing Trades Union. 

4 Canadian Retail Clerks and Wholesale Warehousemen. 
Electrical Communication Workers of Canada. 

i Lumberworkers’ Association of Canada. 

National Union of Operating Engineers. 

| National Union of Theatrical Employees. 


One Big Union. 

Saint John Metal Workers’ Union. 
Saskatchewan Coal Miners’ Union. 
Saskatchewan Brewery Workers’ Union. 
Transport and General Workers of Canada. 


Eig. ae RE 


Tot all of those unions are in good standing or were in good standing at our 
. mvention in Montreal last December, but at our convention a good representa- 
tion was present. We had 117 delegates from within the various organizations. 
We went through our usual procedure of adopting a report and various resolu- 
ons, and submitting an account of our finances, and then electing our board. 
_ Now, gentlemen, one of the principal items as I have indicated, in the 
fairs of the All-Canadian Congress of Labour and its dissolution, was the 
Bective board’s report to be submitted to the convention. At the convention 
the Canadian Federation of Labour, our thirty-first convention, in December 
st, the executive board submitted its usual report, and that report included 
q statement upon the railway problem, which was made the essence of the 
Memorandum which was submitted to this honourable committee by Mr. Meikle 
1 week ago. I do not think it is necessary for me to read the whole of the 
ard’s report on that subject, though if it is desired it can be done. It was 
tetany the same as the recommendation submitted by Mr. Meikle. But 
n the adoption of that section of the board’s report there was some debate in 
vur convention, and it was finally agreed to adopt this part along with the 
ther parts of the board’s report, subject to a proviso. The proviso was in view 
the fact that certain labour organizations having contracts with the rail- 
vay companies were to meet the Government at Ottawa in the following month, 
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no action by way of propaganda or otherwise should be taken in the interim by 
the Canadian Federation of Labour on that subject, that is, until the 9th of 
January this year. That was a proviso accepted as an indication of our desire 
to be fair with other organizations, not to arouse any controversy within the 
ranks of labour until the other people had held their conference in Ottawa on ~ 
the 9th of January and had their say with the Government. Until the 9th of 
January we said no word further about the railway problem. We fulfilled our 
obligation. And more than that, we met the Government on the 10th of January — 
in the Railway Committee room of this Parliament building, and in our sub-— 
mission then we also omitted any reference to the railway problem. Though. 
we did have some remark to say about the non-union railway station in~ 
Montreal. i 


By Hon. Mr. Comer B.: 
Q. How many railwaymen did you represent at that time?—A. Our repre-7 
sentation of railwaymen, Senator, is not from any particular railway union. 
We do not include many railwaymen as a matter of fact. 
Q. What is bothering me is, why in the world do you bother about thes | 
railway problem at all?—A. Because it is not only railwaymen who pay for the 
present cost of the duplicate railway system, but all other workers and their 
families have to contribute fully a week’s wages a year to maintain this present 
duplication. That is why we feel labour and other men have not only the right 
to say in this matter, but particularly a strong claim on the Government of the 
day to consider and. bring about some solution of the problem. Our railway 
membership does not include more than two or three hundred, and those are 2% 
in the One Big Union at Winnipeg. - 
Q. Your idea, then, is that all labour outside of the railwaymen have anil 
interest in this question, and a very great interest?—A. A very serious interest. 
Everything they buy, everything they eat and wear, if they realize it, there 
is some amount of hidden tax there which goes direct to the maintenance ) 
this duplicate railway service in Canada. I think if they realized that the 
would be more interested. But there is silence on that subject as a rule in th 
majority of labour organizations for the reason that most labour organization 
include a disproportionate number of railway employees, and I think you have 
some idea, Senator, of how conventions as a rule go. A mass of men from | 
different sections of industry, say, meet, and they are together for only a few 
days. They come with their prepared resolutions as a rule, and there is con 
siderable log-rolling. Nobody wants to be in the position of injuring his brother 
and if a railway organization brings up a resolution calling for the abolition o 
the pool trains—as was done, I believe, at the Trades and Labour Congress con 
vention last September—then it is likely to receive ready acquiescence by 
other workers who feel, “We cannot put men out of a job.’ Because it 
presented to them in that fashion, that the only alternative to adopting t 
resolution is to be on the side of those who want to displace labour. That 
why we feel that an organization which is not preponderantly railway has eve 
a greater right to be heard on this matter than one which contains a dominant 
railway faction. ‘Wa 


By Hon. Mr. Horsey: 


Q. Do you make submissions on the tariff as well as on other matters wit | 
respect to labour?—-A. Yes, sir. As a rule we meet the Government with our | 
annual submission, in which we cover the whole ambit of legislative proposals. | 
But it has been our aim as far as possible to confine our representations 
matters of really urgent concern to workers at the time. Though this year 
omitted in our submission to the Government any representation about u a 
railway problem, last year we did take it up. 

[Mr. W. T. Burford.] 


a 


RAILWAY CONDITIONS 167 


ig I was saying to Senator Calder that our railway representation is not very 
"great. It is mainly a section of the One Big Union, with headquarters at 
cs a 


By Hon. Mr. Murdock: 
Q. May I ask a question? You say some of your associates were against 
communism, and that is why you broke loose from the All Canadian Congress 
of Labour?—A. No, sir, we did not break loose from the All Canadian Congress 
of Labour. 
Q. Well, the All Canadian Congress. You were against communism?— 

A. Absolutely. 

~ Q. And therefore when you started out on your own your chief organiza- 
tion was the One Big Union in Winnipeg?—A. It was the largest organiza- 
tion certainly. Now, the attitude of the One Big Union on both Com- 
-munism and on the railway question is adequately stated in its publication. 
I have a copy here. I do not want to read it to the committee, but I would 
like to refer to the fact that in January, 1938, when our delegation met the 
Federal Government in Ottawa, it included quite a good representation of the 
One Big Union of Winnipeg. I have a list of those who attended to make 
that submission, but I do not think it is quite relevant. There were fully 
ten or a dozen representatives of the One Big Union to meet the Government 
on the 18th of January, 1938, and in our submission we dealt rather com- 
“pletely with the question of railway co-ordination under the heading of trans- 
portation. This has all been repeated in the memorandum which Mr. Meikle 
submitted to the committee, and therefore I do not think it is necessary to 
refer to it in detail, but it is practically in the precise wording of the memo- 
-randum submitted to the Federal Government in January, 1938. The One 
Big Union assisted us in submitting the case for railway co-ordination to the 
- Government. Not only that, but it gave publicity to the subject in its official 
organ of January 30, 1939, the One Big Union Monthly. This, I may say, is 
a violently anti- Communistic organization, Senator Murdock. 
— Q. The One Big Union?—A. Yes. 


Re 


By Hon. Mr. Calder: 

5 Q. I am interested in the attitude of labour other than railway employees. 
BYou say they have a great interest in this?—A. They are contributors as 
taxpayers. 

| Q. How are they contributors? They don’t pay any income tax, or 
very little—A. There are other taxes besides the income tax that workers 
pay which bear heavily on them as consumers. 

- QQ. For example?—A. The sales tax, for instance. 

| Q. What is the amount of the sales tax?—-A. Eight per cent. 

| Q. What is that on?—A. Pretty nearly everything indirectly or directly. 
a Q. Would it be on boots, clothing?—A. It is included in the price of 
_ those articles. 

| -Q. ~-Provisions? You ought to know about it. 

Right Hon. Mr. MricoHzen: You ought to know that too, Senator. 

| Hon. Mr. Catprr: I think I do. 

i The Wirness: We know that the workers, who form a major section of 
I the community, do bear a tremendous share of ‘the burden of taxation. 


E 


By Hon. Mr. Calder: 
Q. And a great majority of them do not know it at all?—A. They do 
not know it. : 
Q. What you say is quite true. The sales tax of 10 per cent— 
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Hon. Mr. McRae: It is much more than when it gets to the retailer, it | 
is 13 per cent. 


Hon. Mr. Horsny: There is nothing on food. 


Right Hon. Mr. MrtcHren: Oh, yes, there is something on food. I know 
a company whose sales tax has taken its bond interest for years. It produces — 
nothing but food. . 


Hon. Mr. Catprr: It is one of the big hidden taxes. 


The Wirness: We feel for that reason the workers have an interest in - 5 
this as indirect. taxpayers. 


By Hon. Mr. Calder: 


Q. Your workers, who are labour men in the main, say, ‘“ For goodness” : 
sake let us do something to save money so our taxes will be lower.” Is that 
the attitude?—A. If they would realize that about a week’s wages for every — 
year have to be devoted to this one purpose of taxation to pay for duplicate © 
railway services, I think they would be up in arms about it; but owing to — 
the circumstances I have alluded to in the conventions of labour organiza- — 
tions, it is difficult for that feeling to crystalize because there is so much ~ 
propaganda from those who have a direct interest in railway employment to — 
counteract any tendency of the workers to inquire too closely as to who sup- ~ 
ports the railway. s 

I was referring, sir, to the One Big Union which, as I said, is one of our © 
principal constituents. It participated in our interview with the Dominion — 
Government in January last year. It has taken part in all the activities of — 
our federation up to this time. = 


By Hon. Mr. Murdock: 


@. And you say it is very anti- Gosieanten hake Absolutely. | 
Q. Why the change, which is so remarkable, since 1919?—A. It never | 
was Communistic. a 
Q. Well, excuse my ignorance, then—A. I wish I had brought along” : 
some evidence of the attitude of the Communists towards the One Big Union. © 
However, I do not think that an organization which supports the policy of 
the Canadian Federation of Labour, as this one did on the occasions I have 
referred to, can be called a Communistic organization. That very fact surely — 
is sufficient to indicate its leaning. a 
But to resume. The One Big Union participated in our conventions of — 
1937 and 1938, the last one being in December. At that convention the basis — 
of Mr. Meikle’s memorandum was adopted, subject to the proviso I have — 
referred to. It became necessary as a matter of internal discipline to suspend 
the One. Big Union on the 16th of March, and I have noticed—I think it has — 
been brought before this committee—that on the 20th of March the One Big 
Union decided it was really expelling itself, was really withdrawing from the 
federation. I give it credit for the exercise of a good deal of after-thought. It — 
is true that the One Big Union, owing to the acceptance into membership of aa 
small section of railway employees underwent a change of heart on the railway 
problem. There is reason to believe that those railway employees, that small 
group, are exercising a big influence upon the policy of the organization through” 


only so far as the 9th of January is nomeanned After the suspension ae = . 

announced, they decided this was the reason for their withdrawal. That is the 

condition of that affiliate of the federation. ial 
_ [Mr. W. T. Burford.] 
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Now, in his submission this morning the witness made various allusions to 
our organization, but I have no copy of the document which he submitted, and 
I can only rely upon my memory, but I do remember a few points, and if my 
memory fails I hope I shall be reminded. 


The references to the formation of our organization and the references 
to its character I think are of particular interest in view of the fact that the 
witness this morning could not distinguish the policy he is advocating from that 
which they are seeking to bring about in Russia. I think it is relevant to allude 
to this fact that the gentleman who was heard was, until not very long ago, the 
secretary of the Ottawa club of the Co-operative Commonwealth Federation. 
I have in my hand a report from the Ottawa Journal of April 24, 1936, in which 
it is stated: — 


The Ottawa C.C.F. club, through Norman 8. Dowd, secretary, wrote 
protesting against employment of special constables on relief investiga- 
tion work, stating this imputed dishonesty to the people on relief. Like- 

q wise the club denounced the proposal that other citizens should act as 
“spies and informers” to disclose ineligible families on relief. 

On the suggestion of the Mayor, Mr. Dowd will be asked to give 
particulars of the attendance at the meeting of the club when the resolu- 
tion covering the protest was passed, with the number and names. 


Seer HS SS 


._ Now, I think it is quite proper that the Secretary of the C.C.F. Club in 
‘Ottawa should be here in a dual capacity, because he has served in a dual 
‘capacity for a long time. He happens to be a half-time parson. On Sundays, 
I believe, he ministers to the Unitarian Church, and I take that to indicate that 
he is in favour of a certain measure of ecclesiastical unification. He also served 
as substitute for the president of his organization, who kept in the background 
pretty securely this morning, and who happened to have advocated railway 
unification before the Duff Commission in 1932. I may be allowed to turn to the 
testimony that was submitted on the 15th of February, 1932, to the Royal Com- 
mission on Transportation by Mr. A. R. Mosher of the Canadian Brotherhood 
of Railway Employees. It is as follows:— | 


1. That all measures and policies looking to the amelioration of 
e. the transport situation should fit into a general plan envisaging the 
4 eventual unification and consolidation of all forms of transportation,— 
ih railways, motor vehicles, aircraft and shipping using inland waterways— 
if under public control and public ownership. 
Ki 6. That the national interest will be best served by consolidating 
the C.N.R. and C.P.R. under public auspices, and that the obligation to 
be assumed on account of Canadian Pacific common stocks should be 
the rate of dividend American railways are legally allowed to earn, or the 
average of the dividend paid over the whole period of the present business 
cycle, for the reason that, while over one-half the C.P.R. common stock, 
and probably a greater proportion of its other securities, are held by non- 
residents of Canada, the value of C.P.R. properties has accrued largely 
from gifts of Canadian money, lands and mines, and through the general 
agricultural and industrial development arising from the labour of the 
i Canadian people. 
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_ That very successfully states the case for unification and consolidation, 
whatever the distinction may be; therefore I think it is odd that on an occasion 
ike this a spokesman should appear, apparently representing a large organiza- 
‘lon, and oppose the very measures which, before the Duff Commission in 
932, were advocated by the same group. 
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Since the question as to representative character has been raised before — 
this Committee, I should like to refer to the position of the orgdnization which — 
was represented here this morning. It seems that there is a certain elasticity - 
in some of the statistics because we heard the figures 30,000 mentioned, whereas — 
there was a disparaging reference to our modest claims for something over — 
50,000. The 9,000 railway men referred to as composing the Brotherhood — 
of Railway Employees seem to be a doubtful quantity; but there was a ~ 
qualification in that statement as to members fallen out, unemployed or prob- — 
ably deceased, who are carried on the records. I have a copy of the financial : 
statement of that organization, the Canadian Brotherhood of Railway 
Employees, for the fiscal year ending in 1938, It shows that from dues and : 


fees the sum of $41,541.50 was received. 


By Hon. Mr. Calder: 


Q. That is from all members?—A. From all members. % 

Q. Only the annual fees? Does that include insurance?—A. No. That — 
includes the per capita payable to the central office by the organization’s 
branches, of seventy cents a month. A proposition of amalgamation is being © 
submitted by that organization to the Canadian Association of Railway Men, ~ 
and in The Canadian Association of Railway Men’s Journal for March the 
terms are made public. One of the terms of the proposed amalgamation— 
it is interesting to see how good it is in one activity and not in another— 
is that seventy cents per member shall be placed in the general convention 
and Journal fund or funds of the Brotherhood. At seventy cents per month 
the annual dues payable to the central office will be $8.40 a year. Taking 
that a $8 and dividing it into 41,000 you get a membership of approximately — 
5,000. But we must remember that some claims have been made as to the © 
organization of truck and bus drivers in Ontario. I have seen it mentioned © 
that there were as many as 3,000 of them in that membership. But unfor-— 
tunately it has disappeared, and if we take 3,000 from the 5,000 we get an 
interesting figure of membership. I do not wish to labour that point. % 


By Hon. Mr. Murdock: 


Q. Speaking of membership, why did not you let the Labour Department — 
check you up and get the information they usually get?—A. That is a point | 
I shall be very glad to throw light upon, because I know it has been raised 
and has tended to put our organization in an adverse light. es 

As I have hinted, we are a free organization; we resent any effort at &| 
establishing a dictatorship in this country on one eround or another; we resent — 
undue interference with free labour organization by any administration, But 
we recognize that there is a certain justification for a request by the Depart- — 
ment of Labour to check up on records of membership of any body. We think | 
that is fair and reasonable to a degree, and were the first to propose such 
an examination. : 

In June of 1937 we invited the Department of Labour to conduct a check 
of all our records. I was in the department myself, and the Deputy Ministe: 
being at Geneva at the time, I was speaking to the Assistant Deputy and 
two other officers. They were perplexed in making up their report for 193 
—the year in which we parted company with a certain element—as to whi 
column they should show certain organizations in. To relieve them of a 
doubt, I asked them if they would come in a body to my office—which is 
Sparks street—or would send any one of their number to check up all the 
records we had. They did not accept the suggestion. Mr. Brown, the Assistant 
Deputy and Acting Deputy, felt it was an unusual procedure and did n 
want to make any departure in the absence of his superior officer. Howev 
I met him a few weeks later, and I said the offer was still open for the depart- 

[Mr. W. T. Burford.] 4 
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ment to send to our office any member of its staff to check up on the available 
2 records. He said, “All right,” and in about half an hour he sent over Mr. 
~ Donald Sutherland, Chief of the Intelligence Branch, and he was shown 
‘ our records. 
2 These records are composed of these particular items: the reports from the 
2 affiliated unions, showing the membership and the amount of remittance they 
- send covering affiliation fees; then there is the entry in the cash book showing 
"the receipt of those fees; then there is in due course a bank deposit slip to be 
made up when the money is deposited, and that is receipted by the bank; then 
there is the bank’s monthly statement or the bank book, certified by the bank. 
_ Those are the principal items, and all of those were shown to the Chief of the 
Intelligence Branch of the Department of Labour in 1937. 
Now, that procedure having been adopted in the case of the Canadian 
"Federation of Labour, it was subsequently applied to other organizations in 
_ 1937, and they did not come out so well. 
kK In 1938 I was to leave on the 18th of May for Geneva, where I was going 
to attend the International Labour Conference as adviser to the Government 
delegation. On account of the favour done on that occasion—and I may say 
_parenthetically that I am reluctant to criticize the department; we are beholden 
to the department—it is a difficult thing to speak frankly and amply about a 
matter of controversy. But on that day I was requested by the Deputy Minister 
to call in at the department. I went over, and all the staff were there, and they 
all had one proposition—that our federation should submit its records to an 
audit by an outside agency, not the usual agency within the department. From 
June of 1937 until this day in May, 1938, no reference to the inspection of our 
records had been made to us, and we were suddenly confronted with this pro- 
"position to consent to an examination of our books or we would show ourselves 
in a bad light. Well, I had no authority from our board to submit to an audit 
by an unnamed party who was not a member of the department’s staff, and I 
_ could do nothing else but say I would have to consult— 


By Hon. Mr. Calder: 

& Q. The auditor might have been one of Mr. Dowd’s members?—A. There 
‘is no telling who he would be, and there is some diffidence about submitting 
your records anyway. A sensible man like Donald Sutherland would come and 
ook at your records, and if he found on the 31st of December that a certain 
union was not up to date, he would not say it was struck off the list. He would 
look further. On January 5th it might be paid up, but technically it might not 
be in good standing on the 31st of December. If you are going to split hairs, 
you might find very few labour unions have anything like the members they 
b claim to have at a specified moment. As a matter of fact, this proposal was 
never rejected, and it is not true that the Canadian Federation of Labour refused 
to make its records available. On the contrary, we gave the first invitation. 
4 By Hon. Mr. Murdock: 
1 QQ. Is it not the usual practice for the Labour Department to collect from 
the central labour bodies a list of locals and then to canvass the locals?—A. It is 
always done. 
i Q. The Labour Department said that in your case they found not only a 
' certain result which differed very materially from your position—A. I think 
| the Labour Department report contradicts itself in one or two important respects. 
‘Ido not happen to have it by me, but I know it states on one page that one of 
"our organizations had 23,000 members, and on another page it states the total 
membership, including that organization, is something like 8,000, which seems 
to me a peculiar way of serving the public. However, there was no refusal on 
the part of the Federation to make its records available, and the offer made 
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in 1937 to submit to an inspection by the official chosen by the Departaicittl 

- was repeated in 1938. There is no warrant whatever for suggesting that access — 
to the records was barred. And I want to say that it strikes us as most unfor- — 
tunate that in the report for the very year in which this inspection was con- : 

ducted, the year 1937, the latest available report, there is no reference to that — 
inspection. That inspection took place in June, 1937. You have had brought — 
before you by Colonel Biggar the report on labour organization for the year — 
1937 4 
By Hon. Mr. Murdock: 7 
Q. The Canadian Federation was nine months old then, as an organiza- — 
tion?—A. That is the reversion to the name, that is right, yes. . 
Hon. Mr. McRar: Mr. Chairman, these five minutes have strung out to } 
along time. I think we are pretty familiar with most, of this evidence. It does 
not pertain to the question at issue. I understand we have another witness, — 
but I do not know whether he is here or not. « 


By the Chairman (Hon. Mr. Beaubien): 

Q. Are you pretty nearly through, Mr. Burford?—A. I will cut short any 
further comment, Mr. Chairman, to meet the desire of the Committee. There ~ 
is just one other matter which ie omitted to mention and which will only take 
a minute, in reference to the character of our organization. I have in my hand eI 
a document relating to the affair when the All-Canadian Congress of Labour — 
was dissolved in 1936. This document—it is only necessary to read a few — 
lines—is a deposition in the Supreme Court of Ontario, in the case of: 


A. R. Mosher, on behalf of himself and the All-Canadian nee 
of Labour, of Local unions affiliated with or chartered by the Canadian ~ 
Congress of Labour, 
Plaintiff, a 


That is somewhat balled up. x 
and 3 

W. T. Burrorp, 
Defendant. 


The examination of A. R. Mosher, the above-named Plaintiff, taken ns 
before me, W. J. McWhinney, Special Examiner, at my Chambers ings 
the City Hall, Toronto, on the 6th day of October, 1936, being te cross- 
examination on affidavit filed on motion pending. . 


There is just one part which I think is relevant. It refers to the question 
which I have mentioned as leading up to the resignation of Mr. Mosher from | 
the executive board. ‘ 


172. Q. Mr. Burford did not discuss that?—-A. I believe Mr. Bu 
ford did say that the Unionist was to be considered an open forum for 
the expression of various ideas. 


That is the magazine which I was running as an open forum at that time, 
the Canadian Unionist. 


4 


173. Q. Do you disagree with that policy?—-A. Yes, to some exten 

174. Q. You do not think it should be an open forum?—A. Ne 
What I did say was that I did not think that members of the executi 
board should use the official journal to try and counteract the pring 1 
ciples and policies of the communists. 

[Mr. W. T. Burford.] 
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4 ay "EL Chairman and gentlemen, I do not aye there is any need for any 
further submission on my part, but there is a good deal more that could be 
“said ‘on this matter. 

JI thank you very much for this opportunity. 

Mr. Biccar: Mr. Chairman, the Committee will remember that a sub- 
if: mission was received from Mr. George C. Vaudrin, and that it was referred 
to the Chairmen and leaders to determine whether it was necessary to hear 
him. That being already referred to in the proceedings, it is perhaps useful 
_ to say that the submission has been so considered, and the conclusion has been 
reached that it is not necessary to hear Mr. Vaudrin orally. 

‘4 Hon. Mr. Horsry: Are we going to hear Professor McDougall again when 
we resume? 

Right Hon. Mr. Mertcuen: Is there anything that has been said that 
makes it necessary for you to be here, Professor McDougall? 
Professor Jonn L. McDovcauu: I do not think so, sir. There is only 
one thing, perhaps, that might be said. If I understood. Mr. Dowd correctly 
this morning, he said that my coming might have been part of a concerted 
plan. Might I say something to clear the railroads there? Whatever initiative 
was taken, was taken by me and not by them. I went to them in 1934 with 
the story, that it was a national scandal that things should be as they were, 
and I came here because I did not appear to be able to make them move. 
The initiative is mine, and not theirs. 


The Committee adjourned until Thursday, April 20, at 10.30 a.m. 
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tot PATENAUDE, 1.8.0. 
PRINTER TO rH KING’S MOST EXCELLENT MAJESTY 
1939 


ORDER OF APPOINTMENT 


(Extracts from the Minutes of Proceedings of the Senate for March 7, 193 30) 
Resolved Lethal with a view of Bomy Terns the inquiry pursued dunt 1g 
last session by the Special Railway Committee of this House, and prep 
and submitting an adequate report on such inquiry, this Special Comm 
be re-appointed with a view to inquire into and report upon the best me 
of relieving the country from its extremely serious railway condition 2 
financial burden consequent thereto, with power to send for persons, pap : 
and records and that the said Committee be re- -appointed with the same p 
sonnel and, therefore, that it consist of the Honourable Senators Beaub 
Black, Buchanan, Calder, Cantley, Coté, Dandurand, Graham, Haig, Huge 
Horsey, Jones, Hardy, McRae, Meighen, Murdock, Parent, Robinson, Sh 
and Sinclair. 


MINUTES OF EVIDENCE 


THE SENATE 


Tuurspay, April 20, 1939. 


The Special Committee re-appointed to inquire into and report upon the 
est means of relieving the country from its extremely serious railway con- 
ition and financial burden consequent thereto, met this day at 10.30 a.m. 
Right Hon. George P. Graham and Hon. C. P. Beaubien, Joint Chairmen. 

Colonel O. M. Biggar, KC., Counsel to the Committee. 


_ The Cuarrman (Hon. Mr, Beaubien): Are you ready to proceed, gentle- 
nen? 


administering it. I felt that 
em, more especially from the 
‘Canadian National point of view, which is the state point of view, the 
Dominion of Canada’s point of view, as to the load which the Canadian 
ational from its inception was carrying. I thought a picture should be pre- 
ted of the railway lines that are unprofitable and those that are profitable, 
id that then, having that before us, we would realize what the Canadian 


irweather, I want to register this view, that all this is virtually of no 
ortance to this Committee. That it is important to Canada there is no 
tion. But the great mass of lines that are not paying would not appear 
ne to be evidence that the way the railways are being run now is the best 
to run them. I would presume, if they had got into the red to that extent 
his time that in another year or two they would be entirely in the red, 
h would be another argument in the view of the leader of the Government. 
do not let us spend too much time in detailing the returns of each mile 
Mf the red, which is not even paying operating expenses. To my mind, the 
edder the picture the more imperative the problem of finding some way of 
ving the question. 
on. Mr. Danpuranp: I have no objection to that statement, except that 
is a situation developing in this country which tends to inculcate the 
hat the Canadian National Railway needs considerable reorganization, 
that through some fault of its own it is not producing the necessary or 
able financial result. I think that when we have gone through an exam- 
mation of the lines that are in the red we will have considerable sympathy 
r the officials in the task which has been placed upon them by the state. 
_ Right Hon. Mr. Meicuen: But not by the same state that built the road. 
he system was organized when I was in power; no doubt about that; and I 
ever lamented the fact, because there was nothing else on earth to do, 
ere was a reorganization later on that I very much lamented. 
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- Hon. Mr. Danpuranp: But all these lines became the property of the. 
country through the action of Parliament. S| 
Right Hon. Mr. Muicuen: Because we were mortgagees. ] 
Hon. Mr. Hucrssen: Before Mr. Fairweather is heard, I have one sug | 
gestion to make. Several weeks ago a friend of mine, whom I have known 
some years, Harvey Black, sent me a memorandum which he had private 
prepared, entirely on his own account, relating to his ideas of the railwa 
problem in Canada; and it seems to me that that memorandum, though ra 
long for the purposes of this Committee, might contain some rather interesting 
ideas that we should have before us. 
He takes two principal points. He believes that since public opinion in 
this country is not as yet prepared for any measure of unification there should 
be some system of supervised co-operation between the two railways. And he 
has some very interesting data as to the extent to which highway competitiol 
has cut into the railway revenues. He submitted this private memorandum t 
me, a friend of his, knowing that I was a member of the Committee, and having| 
read it through I feel that some of the material might be interesting to the 
Committee. I think that on my suggestion he afterwards circulated copies of| 
the memorandum to the Chairman and some members of the Committee. I} 
hesitate to suggest that another witness be called before the Committee, but 
asked Mr. Black to prepare an abbreviated memorandum which he might ¢i 


come in case any members of the Committee had any questions to put to hi 
If he came he would not then be doing as some other witnesses have done, that 


questions that might arise out of it, considerable time would be saved. 
I might say that Mr. Black has been well known to me for a long tim 
He is a graduate of Queen’s University, a former assistant editor of the Finance 
Post, a former editor-in-chief of the Financial Times of Montreal, and he 
now the owner of a magazine called Financial Counsel, which honourable mem 
bers from Montreal will know about. He has had considerable experience it 
matters of finance. 
The Cuatrman (Hon. Mr. Beaubien): Gentlemen, is it your desire that) 
we should ask Mr. Black for a synopsis of his memorandum, to be distributec 
to members of the Committee? - | 
Hon. Mr. Hucrssen: And that he be invited to appear to answer any ques 
tions that may arise out of his memorandum. — | 
Hon. Mr. Danpuranp: We may be sitting next week. 
The Cuamman (Hon. Mr. Beaubien): We have not much time left. 
Hon. Mr. Danpuranp: I may say that I have read that document wh 
Mr. Black has prepared, and it contains a feature which I believe will be vi 
illuminating to this Committee, as to the fundamental reasons why the Can 
dian Pacific and the Canadian National have found their income gradual} 
dropping. He deals with highway competition— | 
Right Hon. Mr. Mricuen: Has that not already been covered? 
Hon. Mr. Danpuranp: No, not to that extent. It was illuminating to me 
Hon. Mr. Buack: Does he suggest a remedy? 
Hon. Mr. Danpuranp: I suppose he has his conclusions. His statemen) 
will be far more interesting that the one we got from a western gentlem: 
who wrote here and claimed that the voice of the West should be heard, | 
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, when he came, said he was speaking for himself only and did not know 
hat the opinion of the West was. I suggest we hear Mr. Black next week. 

- Right Hon. Mr. MericHen: I have no objection to hearing anybody at 
, but I want to predict that we are going to be shunted until we cannot 
epare a report, because the session is getting near the end. It was thought 
at first that we would be sitting on this Committee only a few days. It now 
appears that the session will be over before the Royal visit, and if that turns 
out to be the case, how in the world can we continue hearing evidence and get 
aa ‘a ready? 


k 

e Hon. Mr. Danpuranp: Of course, that situation arose when my right 
aonourable friend suggested that Mr. Peterson, from ‘Calgary, be heard as a 
! ‘epresentative of the Western Provinces. The inquiry was then reopened, to 
fhat extent. I think that when my right honourable friend.sees Mr. Black’s 


\ tatement he will find it is far more informative than Mr. Peterson’s was. 
] 


| Right Hon. Mr. Meicuen: I am not going to object to Mr. Black’s 

voming, but I want it known that we must have our report ready this session. 
fe should be in an absurd position if we did not. 

Hon. Mr. Danpuranp: That is why I am pressing the work. We are 

ineeting to-morrow in our Banking and Commerce Committee. I am pressing 

r public legislation through the Senate on committees, in order that we may 

ave more days to give to arriving at our conclusions here. I would suggest 

hat we tell Mr. Black we will hear him next week. 

_ The CuHatrman (Hon. Mr. Beaubien): Senator Hugessen, you might per- 

japs ask Mr. Black to come here? Then if we require to question him on his 

memorandum, he will be at our disposal. 

— Hon. Mr. McRas: And in the meantime we are to have a ere of his 

orandum? 


~ The CuarrMan (Hon. Mr. Beaubien): That is understood. 


_ Hon. Mr. Danpuranp: I thought that Mr. Black’s paper should perhaps 
» printed and distributed to members of the Committee before he comes here. 


| Hon. Mr. Hate: He is going to prepare a synopsis, I understood. 

i 4 Hon. Mr. Hucressen: He will prepare a synopsis himself, at my suggestion. 
_ Hon. Mr. Rosrnson: Where will it be printed? 

_ Hon. Mr. Hucessen: He is preparing it at his own expense, mimeograph- 


Hon. Mr. Danpuranp: The whole statement should be produced because 
i covers a number of questions and is very interesting. 

The Cuatrman (Hon. Mr. Beaubien): I have received a letter from two 
ailway employees who state they are speaking for a group of junior employees 
the railways. They ask to be heard. I told them that the session was very 
advanced and it was for the Committee to decide whether they would be 
rd or not. It seems to me the best thing to do would be to have the letter 
1 here and let the Committee decide now. 

Bi CHAIRMAN (Right Hon. Mr. Graham): That might open up quite a 
ride door. 

_ The following letter was then read by the Clerk of the Committee: 


Lonpon, ONTARIO, 
April 10, 1939. 


" Senator C. P. Brausien, 

ba Ottawa, Ontario. 

a «SIR, 

We the undersigned junior men, in the running trades of our Canadian 
railways, wish to convey a few facts which exists in the running trades. © 
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The senior men, engineers and conductors, working 3,800 miles per 
month or the equivalent of 38 days per month. Due to the fact that 
there are only 26 calendar work days in a month, which no other class of 
labour in the Dominion of Canada exceeds. a 

One hundred miles constitutes a day of 8 hours, or, 8 hours or less 
constitutes a day’s pay, the senior men voting themselves this 38 days, 
are actually stealing 12 days each month which belong to the laid- off 
fireman. If the senior men were working 2,600 miles or 26 days each 
month it would gainfully employ from 10 000 to 15,000 men, overnight, 
in full-time employment, this would take approximately 45, ,000 people 
off relief rolls. 

Other industries would reopen, employing extra help, money wou d | 
start circulating throughout the Dominion of Canada, the beggar and~ 
the transient would come off the road, would reduce crime which is forced 
on people who are not criminals. ~ 

The senior men claim there is an agreement between the Company | 
management and the men, which gives them the right to 3,800 miles, 
per month, this is not correct, there is an agreement between the Company 
management and the men, ‘that the senior man, through his seniority 
gives him the ate to any run or runs to which his seniority entitles 
him to regardless to what the run or runs pay. 

If the senior men were working 2,600 miles per month would receiy 
approximately $200 per month, we believe that your Committee will | 
agree with us that there will be no hardship created to anyone in our 
contention we are only asking for what rightfully belongs to the unem: 
ployed. 
On the Canadian National Railway, our Government is paying the 
senior men 12 extra days each month to keep men on relief, this to 
does not sound practicable. 

The senior men claim they are working on their pension. If 
senior men were working 2,600 miles per month their pension w 
superannuated would amount to far in excess of 80 per cent of the wee 
wage of the labouring class of people in the Dominion of Canada. 

We have canvassed the Ontario district, on the seniority list « 
673 men, 450 are in favour of the 2,600 miles. 

This is not a question between the Brotherhoods alone, as we ha 
no jurisdiction in the Brotherhood Locomotive engineers or conduct 
We are appealing to the Senate Committee, working on this railwa 
problem for permission to be heard, in order to get these miles moi 
equally distributed among the unemployed. Please advise if and w. 
permission may be granted. 

Thanking you in advance for your co-operation. 


We remain, 
Sincerely yours, 
W. H. WHITE, 
V. J. BLACK. 
W. H. Wuirte, 
814 Princess Ave., 
London, Ont. 


The CuatrrmMan (Hon. Mr. Beaubien): Gentlemen, do you think we 
ask for a short momorandum: from these gentlemen also? Time might be | 
in that way. 

Hon. Mr. Murpock: Mr. Chairman, I am not altogether out of sym 
with the views expressed in that letter, but suppose we did get a complete m 
randum, containing all the information possible on the subject, what coul 
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er cy ea do genie? about hal: 

-— Right Hon. Mr, MrtcHen: I am inclined to agree with Senator Murdock. 
re may be injustice there, but if we removed the injustice the burden on the 
lic would be just the same. 

Hon. Mr. Murpock: Yes. We might all sympathize with them, but can 
do anything about the matter without being charged with butting into 
ething that is really none of our business? 

_ Hon. Mr. Buacx: Mr. Chairman, I agree with Senator Murdock’s remarks, 
xcept his last one, I think there is an apparent injustice there. 

_ Hon. Mr. Murpocr: Oh, yes. 

_ Hon. Mr. Buack: It seems to me that that could very well be referred to 
e managers of the two roads and the Transport Commission for consideration 
nd adjustment, if possible. The matter is a serious one, and it is certainly 
ell worth considering the suggestion that is made, if it would take 45,000 men 
relief. 

Hon. Mr. Murpocx: If we stop to think for a minute, Senator Black, we 
ize that figure of 45,000 men is an exaggeration. 

Right Hon. Mr. MricHren: The writer says his suggestion would put 
00 or 15,000 employees to work, and this would take about 45,000 people 
relief. 

Hon. Mr. Hate: Mr. Chairman, I do not see how the men who sent the 
er could write a better one. They tell us about things exactly as they are, 
I think that the letter should go on ithe record. 

Hon. Mr. DanpuraAnp: Yes, it will go on the record. 

Hon. Mr. Parent: Mr. Chairman, do these young men who complain of 
situation belong to the same union? 

Hon. Mr. Murpock: That would be hard to determine. Possibly some of 
representatives of transportation organizations could tell us that. I do 
know. 

The Cuatrman (Hon. Mr. Beaubien): They do not say. 

- Hon. Mr. Muvrpocx: I understood from Senator Little that these two 
tlemen came to see him the other day in London and put their case before 


The CuHarrman (Hon. Mr. Beaubien): We simply leave the letter in the 
rd as it is. Do you want anything more, gentlemen? 

Some Hon. Members: No. 

' Hon. Mr. Ropinson: I am wondering what is the proper attitude on a 
er of that kind. I suppose under the reference we are to deal with the 
blem of annual deficits on the operation of the railways. Or are we to take 
little wider view? 

The CHarmrMAN (Hon. Mr. Beaubien): No, I think we are confined to that. 
Hon. Mr. Rostnson: I ask the question because the evidence before this 
mittee is broadcast all over Canada. This committee is a sort of forum 
re many things in connection with the railways are ventilated, and the 
reads the newspaper reports of our proceedings with no doubt a great 
f interest. In that way we may be doing some good, although not accom- 
ng much in the way of saving money. 

his letter bears out the evidence of Professor McDougall, whose memo- 
dum was somewhat along the same lines. If there is a real hardship under 
conditions set out in the letter, this committee might be a good means of 
sping ato create a public sentiment in favour of improving the situation. If, 
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however, it is best for us to confine ourselves to the economic position of the 
railway, we do not need to deal with the letter. 

The CuarrmMan (Hon. Mr. Beaubien): Senator BO beeon I think tia 
committee has been named for a special purpose, and I am afraid what you 
suggest would mean going beyond the purpose assigned to us. 

Hon. Mr. Hata: The men enter into a certain contract with the railways. 
One of the conditions of that contract is that the senior men take ranking posi- 
tion. It is a grievance so far as the junior men are concerned, but its remedy 
lies with the railways and the men themselves. This letter might be a hint to 
the Government that there is a way along the line suggested of helping to reduce 
unemployment. In Winnipeg, where we have a very large railroad population, 
we feel unemployment very keenly. However, the senior men are living up to 
their agreement, and they say, “Why should our wages be cut?” 


Hon. Mr. Danpuranp: It covers the two railways. 


The CuatrmMan (Hon. Mr. Beaubien): Oh, yes. Now, Colonel Biggar, you | 
have another letter to file? . 


Mr. Bicear: I suggest, Mr. Chairman, that this letter should be attached to 
the proceedings. It is from Mr, Dowd, explaining the attitude of the All. 
Canadian Congress of Labour towards the question of Communism. I remarked 
in the course of Mr. Burford’s evidence that the All-Canadian Congress was in 
favour of something in the nature of Communism. Basing his letter on that 
remark, Mr. Dowd says:— : 


The term “Communism” is frequently used as implying violent 
revolutionary action and dictatorship such as is in effect in Russia. 1 
anything of this kind the Congress is unalterably opposed, as indeed I 
indicated in my evidence. The actual proposals made by the Congress 
are accurately and fully set out in the submission I made to the com- 
mittee, for example, at page 150. : 


It is just an explanation and nothing more. 
(Letter filed, marked Exhibit No. 99.) 


The CuHatrman (Hon. Mr. Beaubien): Gentlemen, are you ready to hear 
Mr. Fairweather? a 


Some Hon. Mrempers: Yes. 


Mr. S. W. FatrwEATHER was called as a witness. 


Hon. Mr. Buack: Mr. Chairman, I understand Mr. Fairweather is going 
to speak about the lean roads and illustrate them by this map on the wall. 


Right Hon. Mr. Mriauen: I understood he was going to give us the lines © 
that are not paying. We have had that already. I do object to an opening up, 
a replication of the argument now. If we do open it up we shall have to heae 
the other side too. 4 

Hon. Mr. Danpuranp: There is no other side when it is a question con- 
cerning the activities of the Canadian National. 

Right Hon. Mr. MricHen: Why did not he give that information before 

Hon. Mr. Danpuranp: Of course, if there has been trouble in part— 

Right Hon. Mr. MricHen: He should have given it all if it is important 
to the main case. | 

Hon. Mr. DanpurANp: We will hear Mr. Fairweather and see if he is givi bd 
new material. 

Hon. Mr. McRae: Would it not shorten the proceedings if he took provi 
by province? Then some of us who are familiar with the respective provig 

[Mr.S. W. Fairweather.] 
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could ask him a few questions applying to the roads we know something about. 
This would make the evidence short and terse. 


a Hon. Mr. Danpuranp: Yes. Of course, I do not know what kind of 

elas Mr. Fairweather has before him, but I do not suppose it is very 
ong 

e The Wirness: Three pages. 

” Hon. Mr. DANpuRAND: We have asked him to give us the lean lines. 

4 Right Hon. Mr. MricHen: We have that now. Make that map a part of 

_ the evidence. That is all we ever agreed to. 

Hon. Mr. DanpurANpD: You will have the explanation of Mr. Fairweather. 

Right Hon. Mr. Mrtauen: The explanation is, the lines don’t pay. 
: Hon. Mr. DanpurRAND: Will you listen to him? ~ 


i Right Hon. Mr. MrtcHen: I object to any prolonged Sea ore about 
- this subject because it is not pertinent at all. 


. Hon. Mr. Huasssen: It is not very long, about three pages so far as I 
can see. 
¥ 


Hon. Mr. Danpuranp: Will you proceed, Mr. Fairweather? 
t The Witness: Pursuant to the request that has been received from Mr. 


\i 


B Piezar, I undertook to classify the lines of the Canadian National system in 
Canada to illustrate where the deficit of the Canadian National arose. I think 
that was the gist of Mr. Biggar’s request. I have prepared a short memorandum, 
; _ which has been distributed to the members of the committee. J think perhaps 
i the best way of proceeding with it would be to read it. It is very brief. Is that 
: ‘satisfactory, Mr. Chairman? 


_ The Cuatrman (Hon. Mr. Beaubien): Yes. 


The WITNESS: 


; DISTRIBUTION OF CANADIAN NATIONAL RAILWAYS INCOME 
i DEFICIT TO SHOW WHICH LINES OF THE SYSTEM IN CAN- 
ADA ARE PROFITABLE AND WHICH LINES ARE UNPROFIT- 
ABLE. 


(i The income deficit of the Canadian National in the year 1937 amounted to 
$42,028,700. It is the purpose of this analysis to determine how much of this 
income deficit arose from the operation of lines of railway in Canada, and to 
_ develop which of the Canadian lines produced a profit and which were oper- 
ated at a loss. 

As a preliminary step to the detailed analysis, it is necessary to deter- 
mine how much of the total deficit arises from railway operation in Canada, 
| as distinct from the operations in the United States, as well as the operation 
of hotels, coastal steamship services, electric lines and the many separately 
operated ‘properties. This primary allocation indicates that the income deficit 
arising from the operation of Canadian National Steam Railways in Canada 
in 1937 was $35,500,000, and it is the detailed allocation of this amount which 
is under consideration. 

_ In making this analysis, three classifications of lines have been estab- 
x ished: — 


eS 


(1) Lines which earn enough to pay operating expenses, taxes and 
interest charges. 


(2) Lines which pay operating expenses but fail to earn sufficient 
to fully meet taxes and interest charges. 


(3) Lines which fail to earn enough to pay operating expenses. 
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The accounting records of the System are not kept in such'a manner as to © 
show the revenues and expenses of each particular section of line. Conse- — 
quently, in order to make the desired classification, it became necessary to — 
make a redistribution of revenues, expenses, taxes andi fixed charges, each line 
being credited with its estimated proportion of revenues and debited with the 
expenses, taxes and fixed charges estimiated to be applicable to it. The 
resultant allocation, while approximate, is believed to be sufficiently accurate 
to allow of the desired classification to be made, and to illustrate which lines 
of railway are profitable, marginal and unprofitable respectively. a 

It might be proper to point cut that the abandonment of unprofitable 
lines of the Canadian National, as developed by the analysis, would not result — 
~ in economies proportionate to the deficits which have been allocated to such ~ 
lines, because the fixed charges and distributed overhead charges would remain ~ 
even if the lines were abandoned. a 

Of the 21,972 miles of railway which have been analyzed, it develops that — 
4,034 miles fall into the profitable category, 4,087 miles in the marginal classi- — 
fication and 13,851 miles in the unprofitable category. It also develops that — 
the profitable lines had a surplus over operating expenses of $26,000,000 and a ~ 
profit after taxes and interest charges of $9,000,000. Lines of the intermediate — 
category produced a surplus over operating expenses of $3,200,000, but a deficit — 
after taxes and interest charges of $7,900,000, while the definitely unprofitable — 
group showed a loss after operating expenses of $17,800,000, and after interest — 
and taxes of $36,600,000. All of these figures relate to a traffic volume equal to ~ 
that of 1987. | 

The follawing statement summarizes the results of the analysis: — 


PROFITABLE MARGINAL UNPROFITABLE 
Lines which |Lines which pay| Lines which Total 
— pay Expenses, | Expenses but do not pay Canadian 
Taxes and do not fully Operating Lines 
Interest pay Taxes and Expenses 
Interest 


(4,034 Mls.) (4,087 MIs.) (13,851 Mls.) (21,972 Mls.) 
Trarric LeveL EQuaL To 1937 , 


@perating (Revenues...) 0...) 0. ak $ 99,842,900 |$ 38,066,400 |$ 27,173,200 |$ 165,082,500 
‘Operating Expenses. 2.00. ..//... 4... 73,848, 800 34,881, 600 44,981,500 153,711,900 


Net Revenue from Operation..... $ 25,994,100 |$ 3,184,800 |$ 17,808,300 |$ 11,370,600 — ay 
Taxes and Fixed Charges............ 17,017,400 11,064, 000 18,810, 200 46,891,600 
INeb INCOM sa ian i ele Per) Mer ee $ 8,976,700 |$ 7,879,200 |$ 


36,618,500 |$ 35,521,000 


By Hon. Mr. Dandurand: 


Q. Have you got a list of the lines fallmg into those three cateconied pa 
either by provinces or as a whole?—A. I have a list, sir, of every line, but of } 
necessity it is terribly long and involved. We 

Q. Could you indicate to us by name, as you go from Prince Edward Islan BS 
to Vancouver?—A. I think I could do that, sir. ioe 

Q. Will you kindly do that?—A. Well, if we start down in Nova Scotia, 
I would first call attention to the line which runs from Halifax to Yarmouth, — 
with a branch across the province to Middleton and down to Bridgetown, and 
to the spur in the centre of the province at Caledonia. That line is definitel: 
a thin traffic line. It serves the communities along the south shore of Nova 
Scotia, and the lumbering industry in the centre of the province; and the spur 
from Middleton down to Bridgetown reaches into the Annapolis Valley. That — 
particular piece has been approved for abandonment by the Board of Transport — 
Commissioners, as a co-operative measure. That is a thin traffic line, as I 
say, and is operated at a loss. i: 

[Mr. 8S. W. Fairweather. ] 
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By Hon. Mr. Parent: 


j Q. How many miles does it Pepin a 348 miles, and the loss on that 
~ line is very substantial. 
: By Hon. Mr. Dandurand: 
| Q. Out of this 348 miles how much does the Transport Commission allow 
; ij Bio be lifted?—A. 23 miles. 
4 The next line is on Cape Breton Island. Those lines serve the coal mining 
- industry on Cape Breton Island and furnish the complete transportation there. 
_ The line up along the Gulf of St. Lawrence is a thin traffic line. It runs up to 
_ a little coal mine at Inverness. The coal mine is in serious difficulties, and it 
is definitely an unprofitable, low traffic line. We only operate it for public 
Ki convenience. It was acquired, I think, in 1929, because the then private owners 
had reached the end of their tether and could not keep on operating at all. 
ka So it was purchased by the Government and incorporated in the Canadian 
bg National system. 

Q. What service is it rendermg?—A. It renders essential service to the 
_ people along that coast. Without it they would be entirely cut off from trans- 
_ port, and any hope of the mine operating would disappear. 


q By Hon. Mr. Parent: 

a Q. Have you the deficit on each particular line?—A. I have, sir, but I 
_ think if we got into that in detail it would be too much. 

. Q. It would be too hard to know the truth?—A. I have the figures. I 

e am just suggesting that to the committee. 


By Hon. Mr. Haig: 


Q. Your red line shows that it is operated at a loss?—A. Yes. But while 
those lines which are red fail to pay operating expenses, the margin by which 
they fail varies greatly. Some are almost in the yellow group, and some are 
very bad. The Halifax and South Western shows a very severe loss. The 
line to Inverness also, on a mileage basis, shows a loss, though it is a short line. 
The other line, running up to the mine at North ‘Sydney, is a very heavy 
"traffic line, and it is surprising that it turns out red. There is lots of traffic 
| on the line. The reason it fails to pay operating expenses is this. There are 
_ a number of factors, the principal ones, however, being that the grades on the 
line are very ' adverse—it is through a mountainous country—and the line is “ 
| svery well located. Then again, the commodity it carries, which is coal, 
carried at a very low rate, so that while there is a lot of traffic there is not SO 
_ Much gross revenue as you might think. 


By Hon. Mr. McRae: 

— QQ. You get a subvention on that line, and you give a credit for that?— 
A. The subvention? 
| Q. Yes.——A. The revenues are credited to the line. Of course, there is 
Vea another factor which has to be taken into account. There is a very consider- 
able movement of O.C.S. coal over that line. 
| -—~'Now the other lines in Nova Scotia consist of the line running along from 
the ferry over to a junction with the main line. That line partakes ‘of the 
- general character of the line in Sydney, and my remarks with regard to that 

ii ine in Cape Breton apply to it. 
a I may draw attention to a small line running out of Halifax to the West 
the red line—the Musquodoboit line. That was built as a development line 
! into that territory not so very long ago in my recollection, and it is a thin 
| att iraffic line. It furnishes needed transportation to the settlers in the section. 
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Q. Is the truck competition on that line severe?—A. It is, and that is a 
whole story in itself. It leaves the railway to carry the heavy traffic and to © 
operate in winter storms, and in the summertime the trucks come and take ~ 
the high grade traffic. That is, of course, a very important factor not only 


there but all over Canada. It is in my opinion an artificial condition arising — 


out of the revolution that has taken place in land transport and the failure to 
adjust the rate structure. 

Next is Prince Edward Island. I think those lines need very little explana- 
tion. There are 323 miles of line on the island, with a total population of — 
88,000, and they are operated very definitely at a loss, but again as a public 
convenience. 

Q. Could you give us roughly the loss on the Prince Edward line?—A. 
Well, I hesitate to quote figures, but that particular loss would run over 
‘$1, 000 000 a year in my opinion. 


By Mr. Hugessen: 


Q. Does the ferry pay?—A. Oh, no, sir. How could you expect it to pay — 


with an ice-breaking car ferry operating for nine miles straight, and under 
winter conditions bucking ice that may be twenty feet thick. It is purely and 
essentially just part of the transportation system. 


By Hon. Mr. McRae: E 
@. You do not include the loss on the ferry in the loss of the railway?— — 

A. No. 
By Hon. Mr. Sinclair: 


Q. Do you give credit for freight that originates there and gives a credit 


on the other main line?—A. It is credited with the proportion of revenue it — 
gives the main line and the proportion the main line gives to it. Each part of — 


the system furnishes traffic to the other portions of the system, and conversely. — 
I have attempted to credit to each line of railway the revenues that can — 
be fairly apportioned to it, to explain the deficit; and there are undoubtedly — 


earnings on the rest of the system originating in Prince Edward Island. There — 


are earnings on the Canadian Pacific Railway that originate in Prince Edward — 
Island; there are earnings in the United States that originate in Prince Edward — 
Island. What I have to allocate are revenues that I judge are earned prop- 

erly on the road there. 


> 


By Hon. Mr. Haig: 
Q. Both ways?—A. Yes, both ways. 


By Hon. Mr. Sinclair: | ‘as 
Q. Did you ever figure out what the difference would be on the Cana- 


dian National if there were no railway on Prince Edward Island, if you did 


not get the traffic that originated there and went there?—A. That leads you 
pretty fair afield. This is an attempt to explain where the deficit arises, and 
- if we went into that other field it would be quite a chore. 


By Hon, Mr»: Haig: +. 
Q. Is there truck competition there?—A. Oh, yes, The same thing ap- 


ples. It is simply this: the old rate structure was based upon a concept of ae 
robbing Peter to pay Paul. You carried low grade commodities long distances | 


almost at cost and recouped yourself from the high grade commodities. Thea 

along come the highways, and that simply falls to pieces. ta 
Now, shall I move on? Moving into. New Brunswick I would direct atten= | 

tion first ‘to the line that runs up the Saint John valley. That line of railway 
[Mr.S. W. Fairweather. ]. 
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serves the farming communities up along the Saint John valley, and through- 
- out a considerable portion of its route it is the only railway they have avail- 
able. It is operated at a loss. The history of it is that it was taken over from 
_ the province of New Brunswick, which undertook to build a short cut from the 
_ National Transcontinental to Saint John, and first leased it, half-built, to the 
government railway, and subsequently it was purchased and incorporated in 
_ the Canadian National system. 

The line from Saint John to Moncton pays its operating expenses. 


; By Hon. Mr. Dandurand: 
, Q. That is the yellow line?—A. Yes. It pays operating expenses and 
yields some profit after that. And the National Transcontinental line from 
Halifax right through the provinces of Nova Scotia and New Brunswick meets 
all its operating charges and whatever interest charges are assessed against it. 
Next is the main line of the I.C.R. from Moncton up to Campbellton. 
That is red because, as a result of the construction of the National Trans- 
continental, the through traffic was largely diverted to the National Trans- 
continental as being the shorter and better line. 
a Next I would call attention to these small spurs. The Caraquet and South 
Shore, up along the Baie de Chaleur, that is a line furnishing the only rail 
- communication to the fishing settlements down there, and the other spurs are 
L in the same category. 
ke Now, moving into Quebec, we have the Gaspé lines. They are interesting 
in that they also were acquired fairly recently, at a time when the private 
owners had reached the end of their tether and could not carry on trans- 
_ portation there any longer. 


i By Right Hon. Mr. Meighen: 

4 Q. That was not done away back in 1919 and 1920?—A. It was done in 

_ 1929, I think. They reached the end of their tether, and it simply became a 
- question of taking them over in the public interest. That is as I size it up. 


By Hon. Mr. Dandurand: 
Q. And they were joined to the Canadian National system?—A. Oh, yes. 
_ These lines are 182 miles long. They serve a population of 20,000 people, and 
_ the railway company suffers a loss on operation account of about $350,000 on 
them. 

Q. Yearly?—A. Yes. 


By Hon. Mr. Haig: 
Q. That does not include fixed charges—A. No. If you put in fixed charges, 
it comes to about $430,000. 


‘By Hon. Mr. Parent: 

Q. The Gaspé lines represent a total loss of about what?—A. About half 
-a million dollars a year. 
Q. And they are how long?—A. About 182 miles. 
Q. From Matapedia?—A. Yes. The town of Richmond has 2,400 popula- 

tion, and Malbaie has 2,700. Oh, I quoted a wrong figure there. It has just 
been pointed out to me—and I:should have known it—that the mileage on that 
_ jine is 202, instead of 182. 
bg The next line, moving into Quebec, is the old line of the IL.C.R.— 


By Hon. Mr. Horsey: 
Q. Is that loss getting greater or less?—A. No, it is about steady. 
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Q. Quite a lot of tourists are coming in?—A. Well, of course that country | 
down there is very sensitive to economic conditions. A large part of the. 
industry is lumber, and it is either a feast or a famine. And then there is — 
fishing. The railway undertook to encourage a particular type of agriculture — 
down there, and it has been quite successful. They grow late peas for the New ~ 
York and Boston markets down there, and that has developed into quite an © 
industry. They are able to grow peas there late in the summer and ship them ~ 
down to the luxury markets in New York and Boston, and this is helping out q 
the community. But it is definitely a low profit line. 4 

Q. I was just wondering whether it was getting worse or improving aa 
A. No, I would not say it was getting worse. I think it is probably getting — 
better. a 

By Hon. Mr. Buchanan: 

Q. Have you not water competition down there?—A. The water com- q 

petition on lumber and lumber products is terribly severe. 


By Hon. Mr. Dandurand: 


@. You are now speaking of what?—A. The Gaspé line. a 
Q. And you were coming to the Intercolonial?—A. I was coming to the © 
old line of the Intercolonial, from Campbellton down to Diamond, or Lévis, © 
Quebec. That line pays its operating expenses and has something left over. It. ‘ 
is one of the main lines of the system, running through a thickly settled country, 
and furnishes a good deal of local transport. And in addition to that it is the 
through passenger route of the Canadian National to the Maritimes. The g 
through freight goes down over the green line. a 
Q. That is the Transcontinental?—A. I am sorry, sir, I mean the Trans-_ @ 
continental line from Quebec to Halifax, or to Moncton. ft 
Q. It carries the freight?—-A. It carries the through freight. 


By Hon. Mr. Hardy: 


Q. A large part of that line, Mr. Fairweather, is part of those five that ji 
were recommended to be abandoned by the Canadian Pacific, if I remember 
last year’s evidence?—A. I think they recommended the abandonment. of Re 
portions of the line from Lévis to Diamond. I think they recommended 3 
abandonment from Lévis down as far as Chipman. rf: 

Q. And that is a profitable line?—-A. Oh, yes. cs 

Now, in Quebec I think we might call attention to the line that runs upi a 
along the lower shore of the St. Lawrence— ‘ 


By Hon. Mr. Buchanan: 7 
Q. Before you leave the other, how much of that mileage would belong to 
the old Intercolonial system?—A. Practically all of it. It is practically all the — 
old Intercolonial system and Government railways, except the Halifax and 
Southwestern and the Inverness Railway. Originally the I.C.R. consisted only 
of the main line from Halifax through and from Saint John to Moncton, and 
then gradually those other branch lines were picked up; generally as they became 
unpopular they were absorbed into the system. st 
Q. They were picked up at the time the Intercolonial was incorporated 
into the National Railways?—A. No, long before that. They were picke 
up progressively. I think they were picked up fos in 1919, in the war crisis 
I think earlier than 1919. 


By the Chairman (Right Hon. Mr. Graham): 
Q. Nobody else wanted them?—A. Nobody else wanted them, sir. - 
The line down the St. Lawrence river, from Quebec along the North Shore 4 
of the St. Lawrence, up to Murray Bay— ‘| 
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By Hon. Mr. Dandurand: ) 


-Q. From what point to what point?—A. From Quebec down to Murray 
Bay. That line has a history of acquisition similar to what I have already 
described. It is a red line. It serves the tourist business down there, and it 
q also serves several industries. 

a By Hon. Mr. Parent: 

_ . Q. All the red line there from Quebec to Murray Bay does not belong to 
_ the Canadian National?—A. No. They have trackage rights over the line. 
Q. The Quebec Light and Power Company run a distance of about 31 
» miles?—A. Yes. 


By Hon. Mr. Dandurand: 


4 Q. And although there is a shrine on the way, the line is in the red— 
® A. Yes. 
fl I think we might clean up next the Lake St. John line. That line running 
' up into the Lake St. John territory is an essential public utility for that com- 
munity up there. It serves the pulp and paper industries and it serves the big 
- aluminum industry up there. But unfortunately owing to water competition 
- and to the fact that the grades on the line getting in and out of Lake St. John 
territory are very steep, the revenues per ton mile are low and the expenses 
- per ton mile are high, so the net result is that it comes out at a loss, although 
_ there is a large volume of traffic moving in and out. 
Q. What about the community?—A. There are 106,000 people in there. 
- And I notice the value of manufactured products is $23,000,000 a year in that 
_ territory. 


a 
Lat 


By Hon. Mr. Parent: 
Q. What do you mean by territory?—A. The Lake St. John territory. 
Q. The Arvida Company is there?—A. Well, that does not include that 
company, because they will not publish their figures. But for those industries 
whose figures are published the production amounts to $23,000,000. And plus 
_ the Arvida, there is 920,000 installed electric horsepower up in that territory, 
~ and the capital invested in the territory is $80,000,000, excluding the aluminum 
_ works. 
a Q. Which represents quite an amount?—A. It would probably represent, 
TI ‘suppose, another $10,000,000. 
| Q. At least, yes. NY Now, the next line that attention might perhaps be 
L foaled to is the red line that runs south of the St. Lawrence river— 


By Hon. Mr. Hardy: 

-  Q. Is there any truck competition up there at all?—A. Yes, it is intense. 
We made a new development in that Lake St. John territory, and I think 

' perhaps you would be interested to know about it. The province of Quebec 


By Hon. Mr. Parent: 

_ QQ. Down through St. Germain and following the St. Lawrence river 
_ down to the city of Quebec?—A. Yes. It shortens the distance into the Lake 
St. John territory by about 60 miles, as compared with the rail route. 


By Hon. Mr. McRae: 
— Q. That is a good motor route too, is it not?—A. Well, it will be event- 
ually. It is not so good now. What I am leading to is this. We went to the 
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in the Lake St. John district is absolutely dependent upon the railway for its’ 
service in winter-time, and we do not think it should be exposed to bus com- 
petition on these routes in summer-time. And we gave our reasons. And 
the Public Service Commission of Quebec refused to grant bus franchises to- 
“competitors over that route, which I think was a very co-operative thing for 
them to do. We on our part undertook to operate a bus service if they would 
erant us a permit, and we have an application in now for a permit to operate 
a bus from the Lake St. John territory down to Quebec. We will co-ordinate 4 
that bus service with our rail service so as to give a better all-round service - 
than they have at the present time, and the net revenue will continue to the” i 
system. 


By Hon. Mr. Parent: 


Q. Is it the intention of the railway company to operate that itself or — 
through a subsidiary?—A. We operate through a subsidiary. We have to, 
because we have not the charter power to operate ourselves. But we have 
a subsidiary company which has charter rights and we propose to cation 
under that name, but it will be a Canadian National Railway system operation. 


* Se Si 


Pi —— 


By Hon. Mr. McRae: 


Q. The result of that will not be to add to the net of the two operational 
will it?—A. Yes, I think so, slightly, because we will be able to coordina 
the services and we will be able to carry on the bus and rail service perhaps — 
a little cheaper than otherwise. And certainly we are immeasurably better off 
than we would have been, exposed to competition. _ 

And now, I was speaking of those various miscellaneous red lines running: : 
south of the St. Lawrence river. I do not think they need any comment. If 


anybody asks about them, I shall be pleased to explain. ie 
£ 
By Hon. Mr. Dandurand: & 


Q. Are they a continuation of the Intercolonial?—A. No. The Inter- | 
colonial is the green line running from Quebec down to Ste. Rosalie and then 
joining the old Grand Truprk and running into Montreal. ¥ 


e| 
By Hon. Mr. Parent: “a 
Q. That is the line that goes through Drummondville?—A. Yes. My 

Q. And Ste. Hyaciathe?—A. Yes. That is a profitable line. 
Now, moving over o the north side of the St. Lawrence, you will notice a | 
yellow line. That is the old line of the Canadian Northern, and it pays its | 
operating expenses. The red lines lying north of the Ottawa river are in process | 
of beirg abandoned. They are definitely unprofitable. A portion of those lines, | 
nareiy from Joliette through to Lachute, it is proposed to abandon. The line | 
x uning up into the Laurentian mountains it is not proposed to abandon. Tt 
soses money, but it is the only means of communication to the people We in 
the mountains in the winter time. 


al 
By Hon. Mr. Hugessen: | 


Q. Does that lose much money, Mr. Fairweather?—A. A fair amount. 


By Hon. Mr. Horsey: 


Q. Is that the Maniwaki line?—-A. No. That line runs up to Lac Remi. | 
Incidentally, at Lac Remi there is a deposit of china clay and silica, which 
could not be developed without the service rendered by this line. 


Rie. 6) We. Fairweather! a 
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By Hon. Mr. Hugessen: 


_ Q. How about the winter ski traffic on that line?—A. The ski traffic on 
at line has developed quite a bit, and of course it helps out, but it is seasonal 
usiness. It is very welcome, but it is not enough to swing the line from red to 
yellow—not yet; it may eventually. 
: The next line I should like a call attention to in Quebec would be the line 
of the National Transcontinental which runs along from Garneau junction over 
as far as Nakina. That line, as you all know, is a colonization line. It serves 
the mining development in the north country and the pulp and paper mills and 
- the settlement in the clay belt, but it simply has not enough traffic to make it 
pay, although it certainly is one of the most promising lines we have looking to 
the development of the country. 


a By Hon. Mr. Hardy: 
; Q. How many miles are there there?—A. 838 miles. 


By Hon. Mr. McRae: 


4 Q. How far short of paying operating expenses does it fall?—A. At the 
present time it is losing about half a million dollars a year in operation. It is 
entirely likely, in my opinion, that that line will turn yellow and then green. 

_  Q. It is pretty promising.—A. Distinctly promising. 

We swing down now into Ontario. Coming west, I would draw your atten- 
tion to the line from Hawkesbury to Hurdman. Hurdman is right outside 
Ottawa, and Hawkesbury is a town half-way between here and Montreal. We 
applied to the Board of Railway Commissioners to abandon that line on account 
of its loss, and we were turned down. ‘They refused to allow the line to be 
abandoned. 

— Q. What is the mileage?—A. It is about sixty miles. 


By Hon. Mr. Buchanan: 


Q. Is there any other railroad in that area?—A. No, except that at Hawkes- 
| bury there is a line that connects Hawkesbury across to our line, and the Cana- 
_dian Pacific runs a bus service from Vankleek Hill over to Hawkesbury; but 
_ that is the only railway facility. 


By Hon. Mr. Hugessen: 


_ QQ It is quite close to the C.P.R. line?—A. No; it may be Pais from 
six to fifteen miles. 


By Hon. Mr. Hardy: 


_ _Q. Is there a heavy loss on that short line from Hawkesbury to Ottawa?— 
A I can look it up, sir. 

I may say the management has under consideration a reapplication to the 
B ard of oe ee Commissioners for provision to ge that line. We are 


By Hon. Mr. Hugessen: 


Q. You have had one or two instances where first the application was 
oe and later granted?—A. Yes. There is a little line down in the Eastern 


a 1s permission. 
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The next line to which attention might be drawn is the line from Ottawa 
running through to Depot Harbour. That is the old Canada Atlantic Railway, 
and in its day it carried a lot of grain and lumber. The lumber is largely cut 
off now, and the grain is not moving that way. As a result the line is operate d 
at a loss. 4 

’ 4 


By Hon. Mr. Dandurand: i 

Q. Is there an important community along that line?—A. It is the railway 
access into the Algonquin Park, the national park. It does serve the Upper 
Madawaska valley from Golden Lake upward. There are a number of com- 
munities in there, not very large, all based on lumbering operations. I have 
not the details of population, but generally speaking it is the sort of settle: 
ment you find in a lumbering country. 


_ By Hon. Mr. Parent: 
Q. Does the C.P.R. serve the same country?—A. No. 


By Hon. Mr. McRae: a 
Q. There is not much hope of improvement there?—A. Not until you get 

a second lot of lumber. 
I may say in regard to that line that negotiations are under way vill 
the Canadian Pacific to abandon a portion of it. When I was asked whether 
‘there was any Canadian Pacific line in the territory, I was speaking of the| 
territory west of Golden Lake; but around Golden Lake there is a duplication} 
of facilities, with respect to which the Canadian Pacific and we are atten pea 
to work out an arrangement whereby one line will serve the territory. 
I think we had better clean up the red lines. You will notice a numba 
of lines in the centre of Ontario lying north of Peterborough and Belleville. 
Those lines are, properly speaking, either a part of the through route to the 
Georgian Bay ports, which have been seriously affected by the Welland canal— 
when the Welland canal was built the grain traffic dried up on that cross line— 
or are lumbering and colonization lines very closely resembling the Canada 
Atlantic. 4 
When you move west from Toronto you find all of the branch lines whi¢! 
lie north of the Canadian National main line are being operated at a loss 
That is almost entirely due to highway competition. That is the most aggres- 
sive field for PRAY, competition in Canada, and, as I explained before, the} 


aera as « wind” among the transportation epic ie 18 pena Tih 


and bulky traffic which is not suitable for truck transport—and the other class 
is the extremely heavy, bulky traffic that moves on a low rate. They leave 
those two classes of traffic to the railway, and ship the high-class package by 
ah The result is those lines which previously were profitable have beco 
re 4 
Q. All the red lines in Ontario fall short of paying operating costes 
A. Yes, roughly. | 
This map is very depressing; it shows all our old railway lines in the 
red.—A. I think it is a temporary condition, sir. I frankly feel that when) 
economic forces work themselves out the dominance of the railway is going te 
come back again. It is a temporary condition due to a revolution that is in) 
process. The conditions under which the trucks operate, unregulated as it is 
and with wages and rates on ‘an entirely unorganized basis, and things of ths 
character, produce a situation that, taken in conjunction with our present 
structure, creates an artificial condition. After all, we have records of 
[Mr. 8. W. Fairweather.] 
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king on trucks on a declared wage of less than 10 cents an hour, and then 
etting paid. Naturally, no railway can live against competition like that, 
_yet I think we all feel that in the long run competition of that kind has to 
ish; it cannot continue. No man is going to work for wages like that when 
2 can get other work. 
Your question, Senator, was how much loss there was on the red lines in 
ario? 
_ Q. Yes—A. I am sorry, I have not got the information assembled in 
lat way. 
 Q. It is certainly very substantial, and the distressing part, as I see it, 
that the loss is on the old lines in the well-settled and fully developed portions 
f the country. Competition is the cause, is it mot?—A. Yes. I think it is a 
mporary condition to some extent. 
_ Hon. Mr. Hate: I must dissent from that view. 


a By Hon. Mr. Buchanan: 

 Q. Is there not competition throughout the whole year in a good deal of 

hat Ontario territory?—A. Yes. 

Q. The same conditions that apply in the East would not apply there?— 

. No, not there. In southwest Ontario in the average year they are able 
| operate trucks nearly continuously. Of course, they run into storms that 
up the trucks, and when they do there is a flood of traffic to the railway. 


By Hon. Mr. Dandurand: 


q Q. Would you call those lines in Ontario short-haul lines?—A. Yes, sir. 
Q. The short-haul lines in the organization of the rate system represent 

e a high rate compared with the long-haul lines?—A. Yes, sir, 

Q. So that your competition comes from short-haul road competition ?— 

. Yes, sir. 

} Q. Which would reduce your profits easily because you are standing pretty 
n your freight rates?—A. That. is correct, sir. 5 

| _Q. That is why you have so many of those short-haul lines in the red?— 

A. Yes, sir. 

-Q. Because you were caught with competition from the trucks, which would 

rates much lower than those of your own rails in the short hauls?__A. Yes, 


Q. And your short-haul rates were mostly carrying the cost of the long 
?—A. You have it exactly, sir. 


By Hon. Mr. Robinson: 


Ts it largely because the trucks pay lower wages?—A. I think that is 
of the main factors; that and the fact that they do not pay adequately 
ne use of the highways. 


By Hon. Mr. McRae: 


Q. And you would not overlook the advantage they enjoy in collecting 
livering?—A. Yes. 


4 By Hon. Mr. Horsey: 


Q. Is the agreed charge going to help you?—A. Oh, yes. I am a believer 
n the agreed charge. 

/ Q. It won't help you very much in southwestern Ontario?—A. I think it 
_ If you go to a manufacturer or merchant and offer to earry all his goods 
hout the whole year, and all over Canada, it is quite a thing. 

23 
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I may say that a very interesting article on agreed charges appears in tl 
Railway Age, showing the development in England. It might be interesting 
the Committee if I left it with the secretary. a 


~ 


By the Chairman (Hon. Mr. Beaubien) : q 

Q. Are the agreed charges in force now?—A. Oh, yes. We haven't actua 
consummated any agreements, but the railways are working at it and makin 
decided progress. : - 


By Hon. Mr. McRae: ” 
Q. Would you call it decided progress after a year?—A. When you hav 
a revolutionary principle in rate making, you have to be careful. | 


By the Chairman (Hon. Mr. Beaubien) : 
Q. Have any agreements been consummated?—A. I do not think so, bu 
they are very close to it. 


By Hon. Mr. Black: 

Q. Is it a fact that individual firms are more and more using their ow: 
fleets of trucks to distribute their goods and pick them up?—A. They canno 
do ia complete job, but they are chiselling in where the railway rate is hig!) 
They will handle that traffic and expect the railway to handle low-grade traffi 
at the lower rate. . | 

Q. They are finding it convenient to do this?—A. Sure, and finding j) 
apparently economical, but only apparently. ae 

“I have had some little experience, not a great deal—a. The agre 
charge will be of help there. 4 


2 


By Hon. Mr. Buchanan: me | 
Q. That section of Ontario has a lot of good highways?—A. Yes, sir. | 

Q. But you could not cut out these railroad branch lines in many case 
because in a town like Kincardine, for instance, with a large furniture industr 
you say they have to have a railroad system to carry the freight?—A. You a 
quite right. al 
Q. Is not that the case in many towns in Ontario?—A. It is true in almo| 
every case. es 
Q. There ‘are some sections where that would not be the case?—A. The 

are some sections. The Canadian National Railways reviewed this who 
section and selected 659 miles in Canada that we thought could be abandoni 
without the difficulty you mention. We applied to the Board of Transport Cor 
missioners and got permission to abandon 351 miles. The Board denied 3!) 
miles. They said public convenience and necessity required that they a) 
operated. F | 
By Hon. Mr. Parent: | 
Q. When did you get that permission?—A. This is over a period of abo’ 
three years, and I am bringing the thing up to date. We are, as I say, conside; 
ing re-applying for 57 miles. a 


By Hon. Mr. Buchanan: 


_ _ Q. These lines are losing money, but their abandonment might destr 
industry?—A. Oh, decidedly, sir. It would have a serious effect. 
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By Right Hon. Mr. Meighen: 


Q. What industry is there that cannot ship its products by truck, where 
are good roads?—A. It can ship its products by truck partly, but when 

is trying to move things like coal and iron— 

_ Q. There is none of that at Kincardine. Can you tell me of a furniture 

factory there that is running to-day?—A. Well, I am not familiar with Kin- 

eardine, but I am certain there is traffic coming in and out of every one of those 

| LOW ns. 

Q. I do not think there is a factory running there, and if it were it would 

joe using trucks anyway—A. Well, with all due deference to you, Senator 

‘Meighen, I do not think the industries could operate without a railway. 


By Hon. Mr. Hugessen: 


2 Q. What you mean is that they might very well ship their furniture to 
Toronto, but they could not ship it to Winnipeg?—A. Quite right, sir, and 


hey could not get their raw products in there economically. 


| Right Hon. Mr. Mricuen: If you see a future for these short lines in 
Jntario, I do not. I think it is a pure illusion. 


_ Right Hon. Mr. Meicuen: That is another question. The condition is 
rtificial, he says. And when railway rates are up will the burden on the 


By Hon. Mr. Dandurand: 


a @. Proceed Mr. Fairweather—A. I think that pretty well disposes of the 
‘ed lines in old Ontario. 


By Hon. Mr. Parent: 


- Q. As to these red lines you have spoken about in Ontario, is the C.P.R. 
n the same condition?—A. I would not be in a position to say. I imagine 
heir condition is somewhat similar to ours, but that would be only surmise. 
Right Hon. Mr. Mricuen: Just about the same. 


By Hon. Mr. Parent: 


_ Q. Have they as many lines as you have?—A. No. 

Now I direct attention to the green lines in Ontario, which consist of 
‘main line down through Toronto and Sarnia, and to Windsor and to 
ra Falls. Then there are the yellow lines, which pay their operating 
ses, and there is the old line of the Canadian Northern from Ottawa to 
reol, the Grand Trunk from Toronto to North Bay and the line of the 
adian Northern from. Ottawa down to Napanee. There is also a yellow 
down in southwestern Ontario. It was part of the old Buffalo and Lake 
The only other green line, which I omitted, is the line through the 
Magara Peninsula. The reason it happens to be green is that it is operated 
inder trackage rights with the Wabash, and that is a very beneficial arrange- 


Then going to northern Ontario, the two yellow lines that combine at 
eol turn the old line of the Canadian Northern green up as far as Long Lac 
off. Then it takes the Long Lac cut-off to join the National Transcon- 
ntal, and it is green into Winnipeg. The line from Nipigon to Long Lace is 
but that goes through territory with considerable promise. 


By Hon. Mr. McRae: 


Q. That must be improving every year?—A. That line in my opinion will 
lop. 3 
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to Winnipeg also pays. 


By Hon. Mr. Buchanan: 
Q. Because of grain?—A. Largely. 


By Hon. Mr. Robinson: 
ae I thought ane was hauled at a loss?—A. Not on the main dine 


saying that the lines out there are granger lines—that is, ate serve ‘arma 
territory. They are almost uniformly in the red. The reason for that is thei 
low traffic density and highway competition—the two taken together. 
I would draw particular attention to the line up to the Flin Flon, which 

a development line 132 miles in length, from near The Pas to the Flin Flo 
and Sherritt-Gordon mines. That is operating in the red, but it is serving 
new mineral development at Flin Flon and Sherritt Gordon, which naturaliy 
le: a good deal of revenue, and which could not exist without the railw 
I think that eventually that line will turn into the yellow group at least. 
You will notice that the main line through to Edmonton is green, an 
you will notice that the old main line of the Canadian Northern is yellow; 
then it continues on into Calgary. 


By Hon. Mr. Parent: 


Q. Would you consider that the long line ane is green is just green beca 
it is fed by all the red lines up there?—A. That is true. 

Q. So without the red lines the green line would not be a paying proposi: 
tion?—A. That is true. You cannot have a railway system without br 1 
lines—you cannot have a main line. 


By ea Hon. Mr. Merghen: 


for operation and saints ation: it | 
Q. Is not the Hudson Bay?—A. No, sir. It was turned back to ~ a 
Government, and the Canadian National operates it as the agent of thi 
Government. | 
Q. So the losses here do not include the Hudson Bay?—A. No. . 
Q. Where do you end the Hudson Bay Railway?—A. It ends at The 
Q. That is joining a red line?—A. Up a little further. The Hee 
is the black line. 


By Hon. Mr. Hag: 
Q. It is a profitable line?—A. You say so. 


By Hon. Mr. Black: 


Q. How much did it lose last year?—A. The Hudson Bay? & 
Q. Yes—A. I wouldn’t say. It is in the Department oft T ransport re 01 i) 
‘And now, when you get to Edmonton you will notice the green line 
and becomes yellow from there down into Vancouver. That yellow is la 
the result of the high fixed charges on that line, because it is mountail 
[Mr. 8S. W. Fairweather.] 
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ruction. I do not know. that anything else requires comment, except the red 
e from Red Pass Junction out to Prince Rupert. That line is 676 miles in 
ength, and it serves a population of 35,000: 


By Hon. Mr. McRae: 


_ Q. Can you give us the amount that falls short of paying its way?— 
About a million-and-a-half on operating, and about $3,000,000 if fixed charges 

included. 

Q. That is, $3,000,000 in all?—A. In all. 

_ Q. There are two other red lines in British Columbia... One is from 

Bemloops, running southeast to Vernon. That is not operated at all, is it? 

—A. Yes, it is operated down to the Okanagan Valley. 

.Q. Does it go into Kelowna?—A. Yes, but it does not go south of that. 

@. That must be a substantial loser. ‘From Vernon there is another road. 

Jould you not abandon the section from Kamloops to Vernon without any 

dship to the service?—A. That was looked into last year, and I think we 
e evidence of some co-operative effort to abandon the line. 


By Hon. Mr. Hag: 
_- Q. Aren’t you abandoning some lines in Manitoba?—A. Yes, there are 


By Hon. Mr. McRae: 


Q. The line from Victoria to Cowichan is not in operation, is it?—A. Yes, 
t is in operation. 

Q. I do not think you run any trains out of Victoria?—A. Yes. There is 
lumbering operation there. 

-Q. A good deal of the rail on that line is rusty. I do not see why the line 
uld not have been torn up years ago. In fact, it never should have been 
It, and certainly it ought to be abandoned. The Canadian Pacific are to-day 
ming a bus line to maintain some of the traffic. It is a sorry situation. On 
t line I do not think you have any trains running at all, or at least very 
You do take some logs out from the lakes to Duncan, but I think the 
1 should be taken up there and used some place where it is useful. Surely 
ransport Commission would give you a permit to abandon that line?—A. 
considered it at one time very carefully. 


By Hon. Mr. Dandurand: 


 Q. How much mileage is there?— _ 
Hon. Mr. McRaz: It should have been taken up years ago. I am speak- 
of something that I happen to see many times a week. 


The Wirness: You are speaking of what line? 


By Hon. Mr. McRae: 


q Q From Victoria up to Duncan, that line there on the Island. You do 
e logging up there on the line that comes out of Duncan, but the other 
is less useful than the fifth wheel on a wagon.—A. There are about 82 
es in there. 

Q. You agree with what I say, do you not?—A. It was very carefully 
d into sir, and I know it was what we called a marginal case. 

Q. It is not marginal. It is as dead as Julius Caesar?—A. We certainly 
ould be willing to look at it again. 

. If you needed rails any place else I should think you would have taken 
that road ten years ago. 
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By Hon, Mr. Dandurand: 4 

Q. What population is it serving? What services is it rendering?—A. 
It is rendering service to the lumbering industry up there. 4 

Hon. Mr. McRag: Not in that section. There are no mills up there. — 
You do run a service on the upper end of it, which is purely a logging road. As 
to the other section, the Canadian Pacific runs a service down there and there 
is not a corporal’s cuard on the whole train. The buses are doing the whole 
business. : 

The Wrirness: We do not operate a passenger service. It is operated for 
the logging. q 

Hon. Mr. McRar: That is the upper end of it. 

The Witness: We also haul lumber down on the other part. 

Hon. Mr. McRar: That is just a small affair. 

Hon. Mr. Danpuranp: Is the Canadian Pacific running alongside?— 

Hon. Mr. McRaz: Yes. And the Canadian Pacific are not doing any 
business. The buses and the lorries are doing the business. As far as the 
railways are concerned, it is just a washout. % 

Hon. Mr. Parent: So both lines could disappear there? “3 

Hon. Mr. McRag: It would not hurt any if both disappeared there. 


By Hon. Mr. Dandurand: 


Q. Why is the Canadian National maintaining that line?—A. As I say, 
we are willing to look at it again. We did look at it carefully, and with the 
information we had at that time it did not seem feasible to abandon the line. — 
Naturally, these things are all a matter of judgment. At the time we exam- 
ined it we said that it did not seem feasible to abandon it. I do submit that 
when we pick out 700 miles of line for abandonment and go to the Board ofits 
Transport Commissioners and they give permission to abandon half of it, at 
least it indicates that we were examining the thing pretty thoroughly. ‘We 
suggested 700 miles and the Board said about half of that. With regard to 
this particular line it was our judgment that it could not justifiably be aban- 
doned, We will look at it again. peal 

Q. Is that territory covered nearby by the Canadian Pacific line?—A. 
Part of it is and part of it is not. rs) 


Hon. Mr. McRar: The section that we have been discussing, which is 
not the logging road, is fully covered, that is the section from Duncan down : 
to Victoria. They do not run traffic enough to keep the rust off the rail 
There is no regular service over that line. I mention this not so much for the 
importance of the line itself but to show the failure to take advantage of a 
situation. The Transport Commission certainly should have permitted the — 
abandonment of that line. It never should have been built at all. I kno 
how it happened to be built. It was never of any use when it was first buil 
and it has never been of any use. 

Hon. Mr. Danpuranp: There are no passenger trains? 


Hon. Mr. McRar: No. The: buses take all the passenger business. The | 
buses are much faster than the railway, because the railway has some bad | 
erades. I am satisfied that if we could have the figures for that section we 
should see there is no justification for maintaining it and never was any justl 
fication for maintaining it from the time it was built, which is some twenty 
odd years ago. What I am saying does not apply to the little section tha’ 
runs up along Cowichan lake, which does a logging business. In time the 
will get into exactly the same position as the rest, but at the present time 1 
not. 


[Mr. 8S. W. Fairweather. ] 
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js Hon. Mr. Dandurand: 


: Q. What does it represent in mileage?—A. I do not know how far they have 
gone around the lake. 

¥ Hon. Mr. McRag: There are 82 miles from Duncan down to Victoria. If 
_ they haul any lumber down there it is for competitive purposes, and I venture 
- to say they do not make a red cent on it. And they must maintain the line. 


By Hon. Mr. Sinclair: 


Q. How much loss have you on that line, Mr. Fairweather? 

Hon. Mr. McRaz: To get the strict accounting of the loss you should have 
ii divided with regard to the logging camps down to Duncan’s Bay and then 
“showing the loss from Duncan’s Bay on the 82 miles into Victoria. That is all 
loss. 


The Wirness: I have not got that segregated here. I treated it as a whole. 


By Hon. Mr. McRae: 


Q. What is the amount on the whole of it?—A. The whole, including fixed 
"charges, on the Island, everything on the Island, is about half a million a year, 
| including fixed charges. 

Q. That is nothing short of scandalous.—A. That includes fixed charges. 


By the Chairman (Hon. Mr. Beaubien) : 


‘ Q. What is your total mileage there?—-A. The total mileage is 89 miles. 
Of course, that includes fixed charges. 


By Hon. Mr. McRae: 


Q. I realize that. You cannot get away from the fixed charges, but you 
could take up the steel and use it somewhere else—A. I would not want the 
impression left that you would get a saving of $500,000 by abandonment there. 


By Hon. Mr. Robinson: 


Le Q. What are the fixed charges?—A. $200,000 against that particular line. 
‘- Hon. Mr. McRae: Then there is $300,000 loss on that. That is just 
scandalous. I could operate the logging section and make some money, but 
the other part is just scrap. There is not enough business there to keep the 
_ rust off the rails. 


By Hon. Mr. Sinclair: 


Q. Mr. Fairweather, in answer to Senator Black a little while ago you 
referred to the apparently uneconomic operation of trucks as one of the com- 
i peting factors. Have you made any study of the operation of trucks and what 
y rould have to be considered from the point of view of replacement on a proper 
economic basis?—A. Yes, I have made studies like that. 

'  Q. What difference would it make if the trucks were operated on the same 
_ basis as the railways?—A. It would mean a very considerable increase. You 
see, the very first thing you would have to consider is the deficit on highway 
construction, which runs in this country, I imagine, pretty close to $50,000,000 
f or $60,000,000 a year, which we are not collecting on our highway bill. 

me | (), You operate a pick-up and delivery truck senvice A. Yes 

_ Q. How do you come out on that service?—A. Well, that is really added 
Service that we have to give to meet highway competition. It is just a bill of 
Ee expense with us. We are giving service which we did not give before. 


By the Chairman (Hon. Mr. Beaubien) : 
Q. Do you not get returns that you did not get before?—A. No. We have 
to absorb that. 
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By Hon. Mr. McRae: 


Q. Reverting to that Kamloops- Vetach line, what is the length of that, 
about 80 miles?—A. I think about 100 miles. 

Q. You do not run any passenger service on Hane Sab There is a mixed 
service. 

Q. How frequent a service, tri-weekly?—A. Of course, you are getting into © 
details now that it is hard for me to answer. I think there is a daily service. 

Q. It seems to me that if there had been any co-operation at all that line — 
should have been abandoned. The Canadian Pacific has a line out there serving ; 
that district, and there are only a few ranches in the territory. I am familiar © 
with that section of the province, and I repeat that the line in question never — 
should have been built.—A. It is 116 miles. 

Q. What is the loss on that?—A. The loss on that particular line is about — 
$90,000 a year. ‘ 

@. That takes the revenue you get out of Kelowna?—A. Yes. q 

Q. Which could be diverted?—A. If you abandoned that particular ine 
all traffic going to Vancouver would have to go around by Sicamous. 3 

Q. That would not make much difference—A. It is a long, roundabout — 
route. 


By Hon. Mr. Horsey: . 


Q. Do any of the provinces regulate trucks in a fair manner competitive 
with the railways? How do they differ?—A. Each province has its own system — 4 
of regulation. They all attempt to regulate and license trucks, and they have 
enacted laws for the purpose, but speaking as a railway man I do not think it ' 
is fair, and I do not think the regulations are properly policed. 

Q. Even the regulations that exist now?—A. No, I do not. 


By Hon. Mr. McRae: 
Q. I have one question which I think is interesting from the competitive 
services standpoint. I am told big trucks take whitefish from Lake Winnipeg 
to Chicago, which used to be a very profitable source of traffic to the railway. 
Are you familiar with that?—A. We have a record of one man who undertook ~ 
to truck fish from Winnipeg through to New York in refrigerated trucks. He — 
undercut the express rate by the Canadian National and connecting lines, and — 
he operated for a little while. He was able to do it because under the Inter- P 
state Commerce Commission regulations anybody hauling agricultural or fish — 
products does not need a licence. He would truck fish down ‘to New York and ~ ud 
then would wild-cat back, that is, he would fill his truck with anything he E 
could get on his way back. | 
Q. What would be the tonnage of those trucks?—A. I think they were 
ten-ton trucks. 5 4 
They say they are as big as a box-car.—A. Speaking on that point, sir, © 
I think the State of Illinois appointed a icommission of engineers to report on 4 
the damage done to the highway by these terrifically big vehicles. The report — 
of that commission makes wonderfully interesting reading. These facts a 
eventually are going to find expression in proper regulations, which will pro- | 
hibit movements of that kind. Again, a movement like that, sir, is an artificial 
movement in this sense, that the actual cost of the movement by railway would We 
be only a fraction of the cost of the movement by truck, but naturally the rail- 
way was charging the value of the service performed, and was making a hand- 
some profit on this express fish movement. As long as the man could take 
box-car and put it on the hlghway and operate it on a basis that was grossly 
unfair, so far as taxation is concerned, naturally he could operate. This 
particular man who operated to New York could not; he just pushed it a little > 
too far and went bankrupt. To Chicago I think a man could do it, but it is an 
artificial condition. a 
[Mr. 8. W. Fairweather.] 
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ae Q Along Le same tines Mr. Fairweather, I was told that at least one 
dealer in motor-cars in Regina takes his cars on their own wheels from Detroit 
to Regina?—A. That is true, and everybody that bought one— 

QQ. It just shows how far this whole thing has gone. 


By Hon. Mr. Buchanan: 


4 Q. That is a common thing. A man goes to Windsor or Oshawa and drives 
p his ear home.—A. Yes. 


By Hon. Mr. McRae: 

_*  Q. They run these special carriers with a capacity of four motor-cars from 
their assembling centres. The railways are used no more for that traffic—A. 
When you say they do not use the railways any more, Senator, I think that is 
not correct. 

Q. I should qualify that. They use them more for the finished cars than 
| - they do for the assembling of cars, I would say. From what I see it is apparent 
_ that a great portion of the finished cars go out from the distributing centres.— 
| _A portion does, but not by any means all. The Grand Trunk railway in the 
United States runs right through the heart of the automobile territory, and we 

are the largest automobile originating railway in that territory. We still 
“originate an enormous number of automobile loads, but I am willing to say 
that in order to meet competition we have had to cut rates and adopt expensive 
practices. But the battle is not altogether lost by a long way. I want to make 


Q. Speaking of your American railroads, Mr. Fairweather, what is the loss 
| on the American section of the Canadian National system?—A. In 1937? 

mm) Q. Yes. 

Hon. Mr. Hata: About $7,000,000. 

Right Hon. Mr. MriaHmn: No. That includes hotels and other things. 
The Wirness: About $3,500,000. 


By Hon. Mr. McRae: 


: Q. That includes— A. Interest. 
q Q. On operating would you break even?—A. I think they do—yes, they 
produce an operating profit. 


: By Hon. Mr. Parent: 
a - Q. What mileage does it mean?—A. I think 1,700 miles in the States. 


Hon. Mr. McRaz: Mr. Chairman, I want to compliment Mr. Fairweather 
on the information he has given us. It is very valuable, and for me at least, he 
| he as given a complete picture which it has been well worth while to get. 


By Hon. Mr. Dandurand: 

— Q. Mr. Fairweather, you passed somewhat rapidly over Manitoba, Sas- 
k Be hevan and Alberta. I see quite a number of branch lines on the map in 
that territory, nearly all in the red. Have each of them been tested as to the 
0 ee tunity of maintaining them as railway feeders, or substituting for them 
uck business as a policy of economy? Looking at those lines in Manitoba, 
tol example, are there a certain number that could be abandoned, or that you 
e studied for abandonment and submitted to the Transport Board?—A, Yes, 
Pe idies of that kind were of two natures. First, a study of our own thin 
fic lines. We tested every one of them to see whether, having regard for 
loss which has been incurred and the services rendered, an application to the 
rd of Transport Commissioners would be justified. Wherever it came out that 
in our judgment an application was justified, we made it. 
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The other method of approach was co-operation with the Canadian Pacific. 
We examined all the lines in Western Canada—as a matter of fact some of © 
them are under study right now—to see whether or not the two railways in 
combination would not be in a position to effect economy by certain elimi- 
nations. Perhaps, Mr. Ferguson, you will go to the map and point out the lines 
in Manitoba that are being considered for abandonment. 

Q@. Senator Haig could follow you closely in respect to Manitoba lines. 

Hon. Mr. McRagz: I think the senator has been negligent in not taking up 
the matter sooner instead of leaving his province to you, sir. - 

The Witness: There is a line from Portage la Prairie to Delta, 144 miles 
long, which it is proposed to abandon. : 

Q. Where do you tie in that line going around the lake?—A. The next line 
is from Oakland to Cawdor, 114 miles. That is proposed for abandonment. 

Then there is the 10 miles from Muir to Gladstone. 


By Hon. Mr. Dandurand: 


Q. That is in the yellow—A. That does not Fanle any difference. If we 
can economize by abandonment we abandon. It so happens the Canadian 
Pacific line can do the work there. 

The next Canadian National line is Hallboro to Beulah, 75 miles. 

Q. What distance is it from your main line? I see it is running parallel. 

Hon. Mr. Hata: About 20 miles. 


-By Hon. Mr. McRae: 
Q. There is a railway between—A. Yes, the Canadian Pacific. 
Hon. Mr. Danpuranp: That is some service. 
Hon. Mr. McRasz: A very poor service. a 
The Witness: We have had communications from the community. They | 


are not at all happy about the line being abandoned. That is all of our lines in 
Manitoba. 


By Hon. Mr. Haig: 


@. What about down here near the bottom?—A. Yes: Louise to Deloraine es 
is also down for abandonment. a 


By Hon. Mr. Dandurand: 

Q. How many miles?—A. Fifty-six miles. Those are the lines that 
have been agreed to between the Canadian National. There are other Canadian 
Pacific lines in Manitoba which serve co-operatively. They are mentioned in ~ 
_ the Canadian National report, and I might as well call them out. 4 


By Hon. Mr. Haig: 4 

Q. I should like to ask-you one question. What does that line pay from 
there to there? ; 
Hon. Mr. Danpuranp: Would you give the points Senator? 


By Hon. Mr. Haig: 3 

Q. From Winnipeg to Gypsumville. I mention it because I know there 

are two trucks operating up that line. Application was made less than three 4 . 
months ago for two more to operate, and they justified their application to the 
Utilities Board—A. Well, the Utilities Board gave them a licence. That 1 cf 
the more correct way of putting it. ; 
Q. They did—aA. We know about that ae competition. 


abandoned it. “There are $160, 000 fixed as errs on that line. 
[Mr. 8S. W. Fairweather. ] 
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By Hon. Mr. Dandurand: 

> Q. You were going to speak of the C.P.R. lines?—A. I happen to have that 
information here in the annual report. The Canadian Pacific line from Mce- 
— Gregor to Varcoe, fifty-four miles. 


By Hon. Mr. Haig: 
Q. That is being abandoned?—A. It is Aves for application to the Board 
of Transport Commissioners. 
Then there is another Canadian Pacific line from Hamiota to Miniota, 
19-8 miles. 
That is all in Manitoba that I recall. Are there any more? 


By Hon. Mr. McRae: 
Q. What about this south line down here? Has it cost much?—A. You 
can see it is red. 
Q. I know it is red. It is the line from Emerson to South Junction. It 
was not any good when it was built.—A. $41,000. 
Q. How many miles?—A. Oh, I guess about seventy odd miles. 
Q. $41,000 on operating?—A. Yes. 


By Hon. Mr. Robinson: 
Q. How much would be the fixed charges on that?—A. $60,000. 
QQ. So if you stopped operating you would lose $20,000?—A. That $40,000 
is operating; but even if you stopped operating you would not save all. 
Hon. Mr. Haig: The Dominion Government and the Provincial Govern- 
ment are building a highway down to Sprague, which will cut into you again. 
Hon. Mr. Danpuranp: From Winnipeg to what point? 
Hon. Mr. Hate: Sprague. 
Hon. Mr. McRaz: And it is pretty well parallel to the railway*too. 


By Hon. Mr. Dandurand: 
Q. Passing from Manitoba to Saskatchewan, and looking at the lines there, 
are they all needed as feeders?—A. Well, in Saskatchewan there is a consider- 
able mileage which has been proposed for abandonment co-operatively with 
_ the Canadian Pacific Railway. The details have already been supplied to this 
| Committee. I believe they are in one of the exhibits. They have all been listed. 


By Mr. Biggar: 

Q. Is that the exhibit at page 122 of last year’s proceedings?—A. I do not 
| know the page, but we gave all that last year. The information I gave just 
| now is as to new lines co-operatively agreed for abandonment since last year, 
| but there were 637 miles, I think, previously agreed upon, and quite a per- 
centage of that was in Saskatchewan. 

i Q. The particulars up to last year are all dealt with in Exhibit No. 29, 
at pages 116 and following. 


By Hon. Mr. Robinson: 


Q. What progress has been made since last year in co-operation? 
Hon. Mr. Danpuranp: I thought, senator, this matter would be taken up 


ne Mr. Black: 
| Q. You mentioned one line in Nova Scotia that you had agreed to abandon. 
' Have you considered any further abandonments in New Brunswick?—A. Co- 


operatively? 
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Q. Yes.—A. No. a 
Q. Independently?—A. Well, we made a survey of the lines in New Bruns- — 

wick and made application to the Board of Transport Commissioners, and were — 
refused permission. 


By Hon, Mr. Hugessen: 


Q. That is since last year?—A. No, not since last year, but the situation — 
has been reviewed as to the possibility of making a fresh application. : 


By Right Hon. Mr. Meighen: 


Q. Can you tell us, of all these red lines, the total mileage that has been — 
acquired since 1921, or, for that matter, since the Canadian National ha a 
Company was formed?—A. I couldn’t offhand. 4 

Q. There was none, I know, at the beginning of 1922, but I should like © 
to get that total—aA. I can prepare a statement of that, sir. 

Q. It is only one figure—A. I could prepare it, but I could not give it _ 
now. 

By Hon. Mr. Buchanan: 4 

Q. Have you information on the Northern Alberta Railway?—A. The | 4 
C.N. proportion was $621,000. 

Q. On the Waterways and Peace River?—A. Yes. 
Q. The Waterways is the heaviest loser?—A. They are all lumped to- — q 
gether. 

Q. That is not included in this statement here?—A. Oh, no. That is ‘ 
separate matter. I may say, however, while we are at that, that we by i 
a co-operative study with the Northern Alberta Railway and reached an ~ 
agreement with them that 41 miles of line could be abandoned as between ~ 
the Canadian National and the Northern Alberta. On the Canadian National — 
Railway from a point called Trelle to Morinville, 12 miles is proposed for ~ 
abandonment; and on the Northern Alberta Railways, from Carbondale to — 
Egremont, 30 miles is proposed for abandonment. a 


By Hon. Mr. McRae: 


Q. There is one opinion I would like to have from Mr. Fairweather. He — 
has got his end of the business in very efficient shape, and has presented it 
very efficiently. I know he has given thought to this. It must be obvious to ~ 
all of us that there must be some radical re-adjustment of these red lines if 
we hope to bring them back even into the yellow group. I want to ask Mr. ~ 
Fairweather if, in his opinion, there is some promise of working it out in that 
way?—A. You said it was not in my field. I rather think it is. That is one 
of the research problems the railways are facing. Frankly, I think the railway ~ 
can go a considerable distance towards modifying its methods of operation on ~ 
its thin traffic lines. It will need a good deal of co-operative study with labour, © 
and intelligent and scientific study by the railway staff. It will also need the 
goodwill of the community. I think one of the things that is deplorable is the 
lack of understanding on the part of a community of the value of the railway 
until it has lost it. I think, however, and I am quite sincere in this, that the ~ 
revolution that has been brought about in the art of transport by highway _ 
competition does not spell the doom of the railway. It is still by long odds” ; 
the cheapest kind of land transport. A man applying his labour on the steel — 
rails can produce from five to ten times as much transportation as the same _ 
man can produce riding on rubber on the highway, and as long as you have © 
that fundamental condition existing you can never convince me that the | 
railway as a medium of transport is obsoleté. It is still the cheapest form of | 

land transport. That the railway will have to go to great lengths to adapt 
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_ itself to changed conditions is true. There has to be a new concept of the 
, relationship between a railway and the community it serves, a new concept 
of the manner in which service will be rendered by scientific methods on the 
thin traffic lines. 

; Q. There is some progress being made in the United States along that 
line now?—A. There are experiments being made, and there have been experi- 
_ ments on the Canadian National, I am hopeful this will continue, and I have 
the confident expectation that we have just about reached the nadir of this 
_highway-railway competition. J think that with agreed charges, and with the 
railways being alive to their problem, things will gradually work back towards 
something like the old order of things, but in a much altered form; and, 
: Q. You have referred to conferences with labour. As I have observed 
_ frankly we will have to adjust ourselves to the changed condition. 

the changes going on, and these experiments, I would say very much less 
labour is required. Do you expect that you will ever get labour to agree to 
that? That will certainly mean a displacement-of a lot of labour?—A. There 
is a problem there. But I want to pay this tribute to railway labour in Canada: 
it is intelligent, and I think it is not all on one side of the picture. Adjust- 
% ments will be brought about. I think the things that are necessary to be done 
_ are matters for negotiation, certainly. 

hg Q. But in keeping with the march of time, it seems to me we have got 
_to come to a more simple, quicker and less expensive service, run by very few 
men, if we are to make these short lines profitable. This means the economy 
falls largely upon labour. Would you say labour would agree to that?—A. I 
couldn’t say labour would agree; but I have in course of study at this moment 
'a sample line regarding which I hope to make recommendations incorporating 
_ many of the ideas you express. 

# Q. That would require considerable capital investment. But the point I 
have in mind is whether it would be possible to reduce the deficit by more 
modern operating methods. The country could afford the capital. I think it 
1s obvious something has to be done along that line-——A. There will have to be 
“special types of equipment evolved, and new types of operation. 

~  Q. Do you not think the country could afford to get along with that?—A. 
‘It is my opinion that it is the greatest field for scientific research in Canada at 
‘the present time. 


By Hon. Mr. Dandurand: 


Q. That, of course, implies new capital, bearing interest, being added to the 
old capital which bears interest on capital account?—A. Yes, it does; but I do 
‘not think new capital should be added that was not justified by the operating 
‘economies. By that I mean it must pay its interest and cost of operation. 


By Hon. Mr. McRae: 
Q. With a margin left over?—A. With a margin left over. 


By the Chairman (Hon. Mr. Beaubien): 


__ Q. Are you convinced that for short hauls the railway is still the cheapest 
Method of transportation?—A. Oh, no. I didn’t say that. 

if Q. It is only on the long hauls?—A. It depends, of course, what you call 
long hauls and short hauls. On straight hard-boiled economic cost, with the 
plication of human labour to the problem, when you try to transport by truck 
stance in excess of twenty miles you are paying through the nose for it, as 
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‘ 
a eT ee 


By Hon. Mr. Black: 


Q. You are optimistic in a direction which seems to me unjustified. I 
should like to know how you arrive at the opinion that competition from motor 
trucks is going to be eliminated?—A. I did not say eliminated, sir. . 

Q. Well, going to be overcome to a certain extent.—A. Yes. : 

Q. Mpimntherandine that the cost of operating a motor truck is very much 
more than it was a few years ago, the number of trucks on the road in. New 
Brunswick is much larger than before and they are transporting more goods. 
A few years ago the licence for a four-ton truck cost $20; then it was raised to 
$25, and now it is $125. That is a yearly fee, yet the number of motor trucks 
down there is decidedly on the increase. That leads me to feel that motor 
truck competition is going to continue. Even where the railways did a good 
deal of the winter hauling, the trucks are taking away more and more business 
from them, because of the improvement in roads. I know this situation is very 
unfair to the railways. I wish we could solve the problem, but you have given 
me no reason to make me believe that it will be solved—A. The answer to that 
question consists of a number of factors. In the first place, although licence 
fees have ben raised, they have not been raised nearly enough to meet the cost. 
of highways, and the provincial governments are going to find themselvs shorty 
on their highway budgets. Also, there has been throughout Canada, generally 
speaking, a tendency to load the private automobile with most of the cost. of 
the highways, and the private automobile user is commencing to revolt. When 
that comes about, when it becomes known to the private automobile user that 
he is subsidizing highways for truck use, he will use his vote to see that thas 
is put a stop to. That is one thing. 

Q. Let me put a question in there. By the private automobile owner, vou 
mean the man who drives his private car?—A. Yes. 

Q. For a car that weighs 3,800 pounds the licence fee is about $28 _ 
And he pays 9 cents a gallon tax on gasoline. ° 

An Hon, Senator: Ten cents. 

f3 
ih 
By Hon. Mr. Black: : 

Q. But the man who runs the truck pays the same gasoline tax, and he also. 
pays an annual licence fee of $125.—A. You asked for my opinion, sir, and one | 
thing that I say will have to come is equitable taxation, forced by the budgets of 
the provinces on highways that are operated with deficits. There is not one) 
province in Canada that is servicing its highways by its motor vehicle taxotiall 
at the present time. 


Hon. Mr. Hate: I challenge that statement. Manitoba last year all 
interest on every dollar that was ever spent on roads in that province; it paid 
all cost of maintenance; and besides it transferred $800,000 into the general 
budget. And this year the tax is being increased, so there will be a bigger 
surplus. . 4 


The Wrrness: Well, I read a report on it that did not agree. 


By Hon. Mr. McRae: 1 


Q. How are you going to get the farmers who run half-ton trucks to agree 
with what you are saying? Are they going to do away with the trucks they use: 


ways with regard to weight regulations. When it is brought home to the peop) le 
what the real result of overloaded trucks on the highways is, they are going ’ a 


i 
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By Hon. Mr. Black: 


Q. That is speculative, of course—A. I am basing my judgment upon what 

5 “has been experienced in other countries. And, on top of that, the agreed charge, 

fh a means of meeting unfair highway competition, is going to be a decided 
as 


By the Chairman (Hon. Mr. Beaubien) : 


Q. You speak of what has been done in other countries. Is it your opinion 
Bhat ; in France and Great Britain the short haul has been virtually abandoned 
to the motor trucks?—A. Of course, it depends again on what you call short 
haul. 
& Q. You qualified that as not over twenty miles, I understand—A. I said 

that was the economic range in my opinion. Of course the competitive range 
might be as much as 500 or 600 miles. The English railways have made an 
| appeal to the country to take the restrictions off the railways, to allow them to 
| compete on short haul and long haul traffic on the same basis. It is interesting 
to note that in England, seized as the people are there with this problem, their 
| so-called square deal for the English railways has almost got to the point of 
| being recommended to Parliament. 


A By Hon. Mr. Dandurand: 


Q. And over there they have no constitutional difficulty?—A. No. In this 
“country, of course, we have the nine provinces. 


j By Hon. Mr. Hardy: 

| Q. With regard to the small trucks, such as farmers use, of one ton and 
-a-ton-and-a-half, I suppose they would not have any effect?—A. No, they do 
“not have any substantial effect, so long as they stay within their proper field. 
The CuarrMan (Hon. Mr. Beaubien): I am afraid we shall have to sit as 
often as possible, if we are to have some free time for making our report. It is 


“suggested that we meet after the House rises this afternoon. 


(Cs 

| Hon. Mr. DanpurAND: Even if we do not sit this afternoon, I suggest to 
the Chairman that we sit this evening, in order to discuss what has been done 

‘between the two railways since the Ist of July. I suggest that we should sit 

this evening from 8 to 11, in any event. In the meantime we could adjourn 

| until the Senate rises. 


The Committee adjourned, to resume when the Senate rises. 


The committee resumed at 8 o’clock p.m. 


Mr. Biccar: It was suggested that to-night we should go on with the 


Hon. Mr. Danpuranp: Savings undertaken or on the way. 

Mr. Biccar: Yes. 

Hon. Mr. Hate: I am sorry Senator Meighen is not here to-night. I 
want to be sure Mr. Fairweather will prepare an answer to his question. 

_ Hon. Mr. Danpuranp: What is it? 


jae «Hon. Mr. Hatc: To give us the mileage and description of all railways 
- aken over since the incorporation of the road in 1919; under what conditions 
md cost new inte have age peace since 1919; and eae in eee to 


: Bich. Mr. ae erator Meighen said 1921. 
769623 
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Hon. Mr. Hate: Well, make it 1921. I would rather have it in 1919. 

Hon. Mr. Parent: The road was incorporated in 1919. 

Hon. Mr. Hata: Yes. There has been a big. dispute all over Canada abou 
the original amalgamation of the road and as to what has been done since. I 
would rather have the information since the date of the amalgamation in 1919. 

Then what Mr. Meighen did not ask, but what I should like to ask is 
this: an analysis of the operation of the road in 1938. ‘ 

The Cuarrman (Hon. Mr. Beaubien): What do you mean by an analysis? 

Hon. Mr. Haic: I do not want to go into details, but Mr. Fairweather’s” 
evidence is all based on the hope that things will improve in the railway 
system. Some question has been raised as to that. I want to see if 1938 was 
an improvement. I know it was not in actual. revenue, but I want to see what 
accounted for the loss in revenue in 1937 over 1938. Some, I know, is due to” 
increase of wages. 


savings the Canadian Nui GHB, and meat the C. P. R. nso, awe made roa 
. 1987 to 1939. 6 
Hon. Mr. Hata: When are we going to sit again? 
Hon. Mr. Danpuranp: Next week. 
Hon. Mr. Hare: I want those questions answered then. I have seven or 
eight other questions which I should like to ask about this map. \ 
Hon. Mr. McRaz: I would ieee you leh ace that ee sere a 


last har: I think that would cover it all. < 
Hon. Mr. Hate: Then I have a list of nine questions I should like to aa 
Mr. Fairweather in relation to this matter. I was not satisfied this morning 
that if you cut off the red lines the green lines would still remain green. | 
Hon. Mr. Danpuranp: He answered that. if 
Hon. Mr. Hate: I want to ask that. Then there are two or three othe 
questions arising out of the answers to these questions. For instance, not: 
included in this deficit, but in the general deficit, there is a big expenditure 0 on 
the hotel at Minaki, and the hotel in Saskatoon. I want to see how much the 
amalgamation is to ‘be blamed for and how much our own conduct. 4 
Hon. Mr. Danpuranp: The Canadian Pacific spent $42,000,000 in hotels. 
The Canadian National spent $22,000,000. That surprised me. How far wrote 
am I, Mr. Fairweather, as to what has been spent? | 
Mr. Farrweatuer: I think the evidence along that line was given to ae | 
Royal Commission, the Duff Commission. 


; Hon, Mr. Daw preany: What was the figure? : 

- Mr. Farrweatuer: I could not say exactly, but it was approximately th i 
figure you have mentioned, I think. ba 
Hon. Mr. Harte: But when the C.P.R. is spending it is its own money | 
when it is the Canadian National it is my money that is being spent. | 
The Cuamman (Right Hon. Mr. Graham): It would be the shareholders’ | 
money the C.P.R. would be spending. al 

W 


Hon. Mr. Hata: I have some other questions to ask when I get the ans 
Hén. Mr. Murpocx: I wonder if we could get a little information on _ | 


matter that to me seems to be important. Mr. Fairweather dealt with the 

possible abandonment of lines, branches and portions of lines, and intimated) 
that even if these were closed down entirely there would still be a fairly sub- 
stantial fixed charge left that the people.of Canada would havé to carry. Now, | 
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e has been a lot of talk about abandoning five thousand miles of line. How 
ild it be to place the figure of five thousand miles before us and let it be 
nposed of the worst non-revenue producing line the Canadian National has 
nd then get a statement indicating what the fixed charges remaining for those 
fe thousand miles would be. I think that information would be valuable to 
because I am of the opinion it would run into millions of dollars. 

_ Hon. Mr. Danpuranp: You forget that fixed charges remain fixed. 

a Hon. Mr. Murpock: It could only be approximate, I presume, but it could | 
f reasonably approximate. 

Hon. Mr. Hate: He gave that this morning. 


i Hon. Mr. Murpock: In respect of a few small portions of the line. If we 
uld have ia table prepared predicated on the assumption that five thousand 
iles were going to be abandoned—those five thousand miles to be chosen by 
: operating officers of the road—then we could proceed to find out how much 

people of Canada would still be obligated to carry in fixed charges on 
reount of those five thousand miles. 

Hon. Mr. Caupper: Have we not on several occasions had evidence from 
be companies that if the five thousand miles were continued in operation 
ider an amalgamated system, the cost of running them would be very little, 
ad that if they were abandoned the saving would be very small. We have had 
lg evidence. 


Hon. Mr. Murpocx: I think so. But this morning we heard what the net 


is was on account of continuing to operate a certain portion of the line, and 
i] we found that more than half was fixed charge. 


Hon. Mr. Hata: Not more than half. 

Hon. Mr. Buack: If my memory is correct, the evidence given iast year 
‘Mr. Fairweather—and I think it was corroborated by others—was that the 
net savings if we abandoned five thousand miles would be about $7,000,000. 
' The Cuatirman (Hon. Mr. Beaubien): That is right. 

Hon. Mr. Buacx: So we already have the answer to the question. On 

e other hand, Mr. Fairweather and his group stated PN as that. it 
d be folly to abandon five thousand miles. 

Hon. Mr. Murvocx: But that takes into consideration the fact that there 

fixed charges that could not be unloaded, and that therefore the only 

g would be the difference between the fixed charges and the net loss in 


_ Hon. Mr. Buack: Which was $7,000,000. 

' Hon. Mr. Murpvocx: So if we had the real fixed charges that would still 
| with us, the information ought to be valuable. 

Hon. Mr. McRae: Speaking for myself, the abandonment of five thousand 
s neither practical nor possible. I thought we had got by that entirely. 


Hon. Mr. McRaz: It has been washed out as far as I am concerned. 

| Hon. Mr. Roptnson: Is there particular reason why the lines in the 
States are not given on the map? 

Hon. Mr. Hatc: Mr. Fairweather gave us the figure. 

“Hon. Mr. Ropinson: I was not here. 


Hon. Mr. Danpuranp: I think we will have a statement from Mr. Black 
reek which will explain the principal cause of the loss on the American 
ys and the Canadian railways, also. 


oa 
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The CHatrMAn (Hon. Mr. Beaubien): Now, gentlemen, are there any 
more questions or is there any more discussion? a 
Hon. Mr. Cauper: I should like to ask one question. I am sorry 1 we 
not here this morning. This map worries me. You have practically all @ 
lines in Saskatchewan and Alberta in red. 
An Hon. Senator: And Manitoba. 
Another Hon. Senator: Ontario, too. 
Hon. Mr. Carper: I am referring to a territory which I know somethi 
about. I remember distinctly that at one of our inquiries—it must have b 
two or three years ago—I asked Sir Edward Beatty and also Mr. Hanna 
to the operation of these lines in Western Canada, particularly in Sakatche 
and Alberta, and as to whether or not they: were paying. The reply was t 
they were. What has happened since? 
Mr. FarrweatHer: Well, the answer to that question, of course, 1s 
volved in the question which was asked me by Mr. Biggar. I was asked 
take the income deficit of the Canadian National Railway and show wher 
arose. That was my interpretation. Now, it is obvious to anybody who ta 
the Canadian National income result for the year 1937 that there was a 
on total operations of some $42,000,000. You could distribute that deficit eq 
over every mile of the property, if you desired, or if you desired to make a 
intelligent distribution of the deficit you could. examine each particular 
find out how much traffic there was and how much expense on that line, an 
the taxes and funded debt. That is what this map shows. F 
Hon. Mr. Carper: This is for the year 1937. ¥ 
Mr. Farrweatuer: This is for the year 1937, and it explains a deficit (| 
Canadian lines of, I think, $35,000,000. There is about $7 000,000 of the 
that is not applicable to railway operation in Canada. The $35,00 
applicable to railway operation in Canada was analysed by me in relati 
individual lines, by tracing the revenue and the expenses, and the taxe 
the fixed charges, to individual lines. Now, a study of that kind can 
formative, but as I warned the Committee, you cannot say from such a 
that a line which is red on there and shows a deficit is for that reason 
which should be torn up. If you desire, of course, to extend that to the wht) 


system, it becomes obvious. I was explaining where the deficit arose. — 
could have been explained by saying there are about twenty-three thousa 
miles of line and $42,000,000 of deficit, or approximately $1,800 a mile. Fy 
instead of that, I understood Mr. Biggar’s instructions to be to try to d) 
tribute that deficit and allocate it to the lines where it could be said to am: 

Now, while I am on my feet— z 

Hon. Mr. Carper: Just one moment. I am not sure. The last tim 
Hanna was here may have been six or seven years ago. 

Hon. Mr. Hata: It is about fifteen or eighteen years ago. 

Hon. Mr. Danpuranp: 1925. 

Hon. Mr. Catper: I know Mr. Hanna and Sir Edward Beatty were pA 
here, and there had been attacks made on the building of lines in Westi 
Canada. 

Hon. Mr. Murpocx: Mr. Hanna was here in 1933. 

Hon. Mr. Catprer: I particularly asked that question regarding 
lines on the Prairies. But the fact that you state that these figures are 
on 1937 is an answer to my question. ee 

Mr, FarRwEATHER: Quite so. a 

Hon. Mr. Catper: Because conditions have entirely changed. 
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Mr. Farrwearuer: With the permission of the Committee, the other 
ving I would like to speak of is this additional information that I am expected 
s prepare. Did I understand you to ask for an analysis similar to this for 
he operations of 1938? 

_ Hon. Mr. Hate: Oh, no. 
_ Mr. FarrweatTHer: It is quite impossible. 
‘ Hon. Mr. Hata: I just want you to show the tendency, if you can. 
_ Mr. FarrweatuHer: In total it is easy to show it from the income account, 
ut to attempt to distribute that to lines— 


‘ Hon. Mr. Haic: I do not want that at all. I want you to show what the 
ndencies were. I think I know the reason, but I want to get your answer. 


_ Hon. Mr. Murpocx: Increased wages and increased pessimism. 

_ The Cuarrman (Hon. Mr. Beaubien): How much increased wages? 

Hon. Mr. Hata: I did not ask about wages at all. My honourable friend 

lways tries to put words in another man’s mouth and make him use ure 

a not say that. 

_ Hon. Mr. Murpocx: Did you mention that? 

, Hon. Mr. Hate: I did not. 

|. Hon. Mr. Murpocx: I leave it to the record. 

: Hon. Mr. Hata: Interest charges had something to do with it. 

| My suggestion is the competition of another system. Motor transporta- 

‘on is on the increase, and I think you will find the losses are in that depart- 

tent, and increasingly so. That is what I want to know. 

| The Wirness: Answering your question, Mr. Chairman, the effect upon 

f operating result for 1938, as compared with 1937, after increased wages, 

as a figure of a little more than $6,000,000. And there was an increase in 
| of material of $900,000. 


rst 

Fs By Hon. Mr. Haig: 

_ Q. That makes $7,000,000, roughly?—A. Yes. 

4 Q. But your loss was about what?—A. The adverse showing, as compared 


nes rs Lente 


/Q. That is what I ‘thought. mk suggest to you that in 1938. there was an 
rease in your heavy grain traffic from the West over 1937. Now I want 
snow where the loss in traffic occurred. I want to see where that tendency 
as—A. I will endeavour to make an analysis showing that. You do not 
e me to answer that offhand? 

-Q. No—A. There is no doubt that highway competition is a factor. 

| Q. If an honourable gentlemen had not suggested wages, I would not have 
entioned what I thought was the reason, but that is what I do think is the 
n—A. I do not believe it is any explanation of that drop of $16,000,000 
venue. That is very closely related to the drop in business activity. Our 
ues fluctuate up and down with general business conditions. For instance, 
ey are running ahead this year of what they were last year. 

Hon. Mr. McRart: Mr. Chairman, I think that what Senator Meighen 
ed could be placed on a small sheet. He wanted to know the railways 
d since 1921, the mileage cost and the deficit last year. I think it 
uld be a simple matter to give that information. 

The Wirness: That is what I understood Senator Meighen to ask. 


Hon. Mr. Haic: That is his question, but I was asking an additional 
stion. 


By Hon. Mr. Robinson: 


. Nearly all the lines that have been acquired are shown in the Duff 
t, are they not?—A. Yes. 
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By Hon. Mr. Dandurand: 


Q. Have you a statement showing savings in operating costs for 1938 
compared with 1937, and what the loss would have been if you had not had am 
increased wage charges?—A. As I say, there was a reduction of $16,000,000 1 
gross revenue. Operating expenses actually decreased $4,614,000. That we a 
despite increases in wages in Canada of $5,459,000; increases in wages — Ol 
United States lines, $623,000; and increased prices of. materials, $900,000. Se 
if you, for purposes of this analysis, look upon those items as non- controll 
there was a reduction in operating expenses of the system of $11,596,000, agai 
the drop in gross revenue of $16,000,000, which is, I submit, a rather credita 
performance. But in addition to that the average ton-mile revenue of t 
railway decreased slightly, so that the effect of that in this $16,000,000 dee: 
in revenue is approximately $4,000,000. That means that measured in physi 
volume of traffic, the railway practically reduced its expenses dollar for dol 
with the reduction in physical volume of traffic. | 


By Hon. Mr. McRae: 


@. Are you sound there?—A. I think I am, sir. 

Q. For instance, the $4,000,000 savings in operation was in part due to a 
drop in business?—A. Yes; that is what I am saying. 

Q. So you cannot take that as a reduction in operating cost. You hand! 
less business and naturally you would have a decrease there—A. What I ¥ 
pointing out was that you would expect a railway with reduced revenue 
reduce its expenditures. Now, on the face of it, the Canadian National, 
a $16,000,000 drop in gross revenue, dropped its expenses $4,600,000. 
is not a very good performance on the face of it, and if there were not fa 
lying behind it I would condemn it as being a poor operation. But I am poi 
out that in addition to the actual decline in expenses of $4,600,000, there 
these non-controllable increases which amount to somewhere around $7,000 
And on top of that, to get this reduced volume of business we actually had 
perform more proportionate work, because our revenue per ton-mile dec 
in the year. And that of course is another factor that should be taken 
account. So when you make those adjustments to get this picture from 
standpoint of the inherent reduction in expenses, the efficiency with which 
property was administered, you find that with each dollar of traffic opportu 
which was lost the railway reduced its comparable expenses by a dolla: 
think that it is a perfectly sound and straightforward statement of what 
pened. Of course it is only of value as showing that the managemen 
meeting declining traffic cut expenses severely. It has no bearing at all 
the financial result. The financial result shows a worsened situation 
operating account of about $11,500,000. But the explanation I have made | 
I think, indicate that from the standpoint of the managerial control of 
expenses, if you once grant that the wage increases were beyond contro 
the management, there was a very creditable performance. 


By Hon. Mr. Hugessen: 


Q. These 1938 figures include United States lines. You told us thai 
1937 you had a deficit on Canadian lines of approximately $35,000,00! 
A. Yes, sir. 

Q. Could you give us a similar figure for 1938?—A. I do not know 
I could give it immediately, sir. But in 1938 our United States lines, — 
recall it, made a poorer showing than our Canadian lines, relatively. I 
afraid I could not give the figures offhand. 


The CHarrman (Hon. Mr. Beaubien): Is there anything more o 
particular line? 
[Mr. 8. W. Fairweather. ] 


RAILWAY CONDITIONS 211 


Mr. N. B. Walton was called as a witness. 


a . By Mr. Biggar: 

' QQ. Mr. Walton, I think you have a memorandum of the situation with 
regard to all the matters that have been dealt with by the co-operative com- 
“mittees of the two railways, have you not?—A. Yes, sir. 

a Q. That memorandum includes all or a number of those that are already 
before the Committee in Exhibit 29, on peor 116 and following pages of the 
proceedings. — 


- Hon. Mr. McRaz: Who is the witness? What is his position? 


a By Mr. Biggar: 
| QQ. Mr. Walton, will you tell us what your position with the Canadian 
UN ational Railways is?—A. I am Vice-President in charge of operation, Cana- 
dian National Railways. 


Hon. Mr. Haia: He is the man who makes the trains go, then. 


me: By Mr. Biggar: 
~ QQ. Can you take this statement and deal with the changes that have 
occurred since June of last year, without going over all the items we have dealt 
with which have not changed?—A. I think so. This statement in itself, I 
believe, should give the information you desire. I have additional copies of 
the statement if the Committee would like to have them. 
(Copies of the statement were distributed.) 
_ Q. Before you go on with that, perhaps you had better tell us what 
changes have occurred in the organization for co-operation since last year?— 
On August 9 last year a joint committee was formed of officers of the two 
lways, to be known as the Vice-Presidents’ Joint Committee, to deal with 
‘co-operative matters. The committee consisted, for the Canadian Pacific, of 
Messrs. D. C. Coleman, George Stephen and H. J. Humphrey; and, for the 
Canadian National, of Messrs. Alistair Fraser and R. C. Vaughan, and myself. 
e first meeting was held on August 18 last year. 
Q. What was the relation of that committee to the Joint Co-operative 
mittee that made representations that were dealt with at the meetings 
this committee last year?—-A. The Joint Co-operative Committee was con- 
ed in force under the direction of the Vice-Presidents’ Joint Committee. 
- Q. That was the only change in the organization?—A. Yes, sir. 

~ Q. Did the Vice-Presidents’ Committee settle the thing finally? Was 
ere any other committee?—A. They report to the Joint Executive Committee. 
~ Q. The same Joint Executive Committee as existed before?—A. That 
ds right. 
 Q. So this new committee was just an intervening new committee between 
th he two that existed previously?—A. Correct. 
(ae _ Q. You are going to refer to this memorandum which has been distri- 
buted, and which will be Exhibit 100?—A. Yes. 
| (Statements of Co-operative Projects Between the Canadian National 
Canadian Pacific Railways. Change in status since July 1, 1988, filed 
xhibit 100.) 
The Witness: This statement, as is indicated in the heading, deals with 
co-operative matters in respect of which there has been any change of 
atus since July 1, 1938, down to the date when the statement was prepared 
id sent to you, March 91 of this year. 
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The first item A is Passenger Train Pooling: IMemoranaies Ruitied by 
C. N. Section of Vice-Presidents’ Committee to the C. P. Section, October 6, 
1938, containing suggestions as to the basis of a nation-wide pool of competitive 
passenger train services and on 16th March, 1939, C. P. Section of Vice- 
President’s Committee accepted C. N. suggestion that nation-wide pool of 
competitive passenger train services be studied and reported on by Joint. 
Co-operative Committee. 


Hon. Mr. Cauper: Has that study been started? 
The Witness: Yes, sir. 


By Hon. Mr. Dandurand: 


@. Have you agreed to that formula or has the purpose and extent and 
effect of such pooling of passenger train services on competitive lines been 
discussed or put down in writing?—A. Yes, sir. At meetings of the Vice- 
Presidents’ Joint Committee some method of calculating the pooling arrange-_ 
ment that might be made effective was discussed at considerable length and, ag 
indicated in this memorandum, instructions have gone to the Joint Co-operative - 
Committee to study the matter in detail, in addition to which we are appointing 
one special officer from the passenger traffic department and another general 
officer from the operating department. to act specially on it. Just at the moment 
the operating officer cannot be relieved from his present duties entirely, owing: 
to having arrangements in hand in connection with the Royal visit. As soon as” 
that is over it is the intention to take him off his regular work entirely so that 
he may devote his time to this study. I understand the Canadian Pacific are- 
similarly having two officers act. specially in connection with this particnlll 
study, which of course will be taken up. 


Hon. Mr. McRar: Mr. Chairman, I do not see why this committee is” 
interested in further studies. We have been studying this for four years, and 
we ought to have a post-graduate course for it by this time. Study does not 
mean anything to me ‘any more. We are looking for results. I am fed up 
with the word “study.” I have listened to it for four years. Let us deal with 
what has been actually accomplished. 7 


Hon. Mr. DanpuraANp: One question which should be put came to my mind: 
What does that competitive passenger train service to be pooled mean? . a 


Hon. Mr. Buack: In dollars and cents. 3 


Hon. Mr. McRar: What, Senator, is to be povled is in the future, 
Surely at this time these railroads can show us what they have actually 
accomplished. I see on this sheet here abandonment of Woodstock to Windsor, © | 
which is under study by the Joint Co-operative Committee. That has bee 
presented to us at least twice before as a subject under study. Let us tones 
that so far as this statement is concerned. ; 

Hon. Mr. Danpuranp:- But it is interesting to know how they naan 
advanced as a whole, and what substantial hope they have of something being | 
effected in these various directions. The first thing here is the pooling 0 
passenger trains. Everyone knows passenger service does not pay, and it ha 
been admitted on all sides. Here is a substantial proposal. At least the two- 
railways are leaning to the pooling of their passenger competitive lines from ay 
the Atlantic to the Pacific. I want to know what it implies. F: : 

Hon. Mr. McRar: But, Mr. Chairman, I submit it is only what thee 
have accomplished which is pertinent at the moment. What they are stigm 
is not, I submit, a pertinent question. 

The weer (Right Hon. Mr. Graham): Perhaps some of the hopes | 
expressed will never be realized—they cannot be realized between the i 
railways. Ri) 

[Mr. N. B. Walton. ] 


a 
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Hon. Mr. McRagz: I am afraid not. 


Ms Hon. Mr. Buacx: Mr. Chairman, since we adjourned last year what savings 
have resulted from abandonment, pooling, or otherwise? In other words, have 


-any substantial results been realized since we adjourned last year and the 
Beeeinning of this March? 


Hon. Mr. Danpuranp: You must not forget, Senator Black, that the 
Baystoms being under co-operation or unification, they will have to grapple with 
all those problems. So I want to know how far they have come together in 
Bolvine problems that are facing them, and will face them under any circum- 
stances. 


' Hon. Mr. Buacx: Quite so, Senator, but we may as well have a yes or no 
_ answer to the question. 


~ 


fe The CHAIRMAN (Hon. Mr. Beaubien) : Mr. Walton, you have given us a 
& list of economies which you have in view. 


Hon. Mr. Buacx: Might I have that question answered? 
The CHarrMAN (Hon. Mr. Beaubien): In a second. 


By the Chairman (Hon. Mr. Beaubien): 


Q. Have any of these economies actually been accomplished—A. The 
"statement shows it. 


a Hon. Mr. Parent: We should have the statement first, and then we 
_ shall know how we stand. 

| Hon. Mr. McRar: Can we not red-pencil out the things still pending, so 
| this statement will show what has been accomplished? 


|’ Mr. Biacar: I have studied it this morning with the Canadian National, 
i and so far as I can find the position is this—Mr. Walton will correct me if I 
am wrong—that if you exclude the things we assume were done last year, that 
f exhibit, Exhibit No. 29, which we took as having been done, although all the 
_ things were not done, there were to be applications to the Board of Railway 
i Commissioners, and so on,—but if you exclude those, there are items in this 
_ none of which are actually i in operation, but in respect of which agreement has 
| been made in five cases, amounting to an annual saving Op approximately 
Pe, 000. 


Hon. Mr. Danpuranp: Does that comprise agreements that have ase or 
a being submitted to the Transport Board? 


Mr. Bicear: Yes. 


The Cuairman: (Hon. Mr. Beaubien): Have they been passed on by the 
Transport Board? 


' Mr. Bicear: No. You will find the greater number of them on page 2. 
There are four items on that page, the fifth, sixth, seventh and eighth, reports. 
Nos. 63, 64, 65 and 66, in which there have been agreements to abandon certain 
_jines involving the saving set out in the right-hand column. In all cases appli- 
cations to the Transport Board Commissioners are being prepared. Then you 
find the second item on the third page. There is a note with regard to that 
Alberta, Trelle Junction-Morinville, Carbondale-Egremont agreement that on 
id November 26, 1938, N.A.R. and C.N.R. neneed to these abandonments. Appli- 


The Witness: I think that is correct. 
Mr. Biacar: They amount to $182,600. 
Hon. Mr. Buacx: And none of them have yet gone into effect? 
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Mr. Biaecar: Yes. 


The CHatrrman (Hon. Mr. Beaubien): None of them have been Pastena0 on j 
by the Board of Transport Commissioners. 


Mr. Biacar: None have got to the Board yet. 
Hon. Mr. Buacx: That answers my question. 
The CHatrman (Hon. Mr. Beaubien): Is there anything more you would — 
like to find out from Mr. Walton? 
Hon. Mr. Danpuranp: I want the witness to tell us what progress they have © 
made on those various schemes of abandonment or co-operation. q 


By Hon. Mr. Haig: 


Q. Mr. Walton, I am going to put to you a question, but I do not want ta } 
place you in a difficult position. If you do not wish to answer it do not do so. 
This is my question: Has there been a greater spirit of co-operation since thed F 
Ist of July last year or prior to that time in your judgment?—A. I think it~ 
has been greater since the Ist of July last year. . 


Hon. Mr. Parent: To the extent of $180,000. 


By Hon. Mr. Hag: 


No, generally——A. Well, generally, because you are speaking of thes 
amount of $183, 000, whereas there is no question about the possibilities in this 
proposed passenger train pooling if we can work it out. 

Q. And you say there is a greater spirit of co-operation now than there 
was before July last?—-A. Yes. . 


By Hon. Mr. Calder: 


Q. Both railway companies realize the importance of co-operation?—A. Yes. 
Hon. Mr. McRaz: I suggest to Senator Dandurand that if he proceeds _ 
with the list he tell us why they have not been able to arrive at something. oe 
Hon. Mr. Danpuranp: Here are two big railway companies that have been 
working together in an effort to effect savings. It is not an easy matter. It is : 
important for us to see what they have been working upon and what we can 
expect in the future as to the rapidity with which they come to conclusions. 
Hon. Mr. McRaz: But, Senator, I hold it is even more important when — 
they are dealing with these items to tell us why they have not got further with 
them and arrived at something concrete. During all these years it has been 
apparently a distant hope. Let us find out why the savings have not been put 
through. 
Hon. Mr. DanpurAND: We are asking what they have been doing, and what 
they have been aiming at since July last. o 
Hon. Mr. McRag: According to this they have saved only $200,000 since 
last July. I want to find out why they have not done better. a 
Hon. Mr. Parent: But the witness has said there is a better spirit towards — 
co-operation now than there was last year. It would be quite proper for hin 
now to justify the statement he has before him, and afterwards it will b 
proper for us to put questions to him. 
Hon. Mr. Danpuranp: Will you proceed, Mr. Walton? If we continue 
our discussion we shall not reach very far. eT 
The CHatrmMAan (Hon. Mr. Beaubien): Are you satisfied that the witness — 
shall proceed? q 
Hon. Mr. McRae: Yes. 
[Mr. N. B. Walton.] 


: 


Hon. Mr. Cauper: Mr. Chairman, might I make a suggestion? Let us 
select two or three of these items and ascertain just what has happened, what 
is the cause for delay. Take, for example, No. 29a, and the first, second, third 
and fourth items. 

Hon. Mr. DanpurRAND: We shall reach those items as we proceed. We have 
the statement before us. Let us deal with item 1 to item 20. 

Hon. Mr. Caper: Is it the understanding that we shall go through all 

_ of that. 
i Mr. Biacar: I have fron the C.P.R. a statement along the same lines 
as the one before the committee, and as the members of the committee will 
observe, there is a large number ‘of items. Mr. Grout was going to deal with 
the matter from the point of view of the Canadian Pacific. I suggest that the 
- committee could follow the situation very much more easily if Mr. Grout and 
_ Mr. Walton dealt with each item as it came up, and that we might have 
two witnesses at the same time. ; 

Hon. Mr. DaNnpurAaNp: There must be an agreement as to facts. 

Mr. Biaear: There is not a very wide divergence of view. 
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H. C. Grout, Assistant to Vice-President, C.P.R., was called as a witness, 
and took the stand with Mr. Walton. 


Mr. Biccar: The Canadian Pacific statement of the status of co-operative 
projects puts it this way:— / 

The Vice-Presidents’ Joint Committee on co-operative matters has 
since its appointment on August 9, 1938, been giving consideration to the 
adoption of principles to govern the pooling of passenger train revenues 
and services. While the respective sections of this Joint Committee 
have held divergent views with regard to certain features of this problem 
which it has taken some time to explore agreement was finally reached 
on March 21, 1939, as to the terms of reference, and the Joint. Co-opera- 
tive Committee was instructed to undertake ‘immediately a study of 
economies possible of attainment by and to make recommendations in 
regard to the pooling of competitive passenger revenues and services 
through the elimination of duplicate competitive services, including 
stations and. off-line and uptown ticket offices. 

4 The Committee will observe that there is a certain difference between 
_ these two statements. 

a Hon, Mr. Danpuranp: I do not see any difference except that this 1s more - 

detailed. 

5 Mr. Biggar: Right. 

a The only difference here with respect to the first item, “Nova Scotia, 
_ Middleton-Bridgetown,” is that an application was made to the Board of Trans- 
— port Commissioners on August 11, 1938. 

ae Mr. Watton: Since this report was prepared there has been a change in 
_ that matter. Approval was given under Order 57130, in March 1939, for that 

_ abandonment. 

_ Mr. Bigear: And that fact appears from the Canadian Pacific state- 

~ ment, which will be exhibit 101. 

a (CPR. statement of the status of co-operative projects dealt vetthh by 

‘Vice-Presidents’ Joint Committee. on co-operative matters, filed, marked 

_ Exhibit No. 101.) 

_. Mr. Biacar: Now, Quebec, “ Fresniere-Papineau.” The C.P.R. statement 
is that: 
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This portion of proposal being re-studied on account of changed 
conditions since date of report. 

Now, “ Joliet-Montfort Junction.” 
Mr. Watton: That abandonment has been ees to as between the two, 
and there is an application to the Board being prepared. 
Mr. Biccar: The change is that the application has been prepared. 
Mr. Wauton: Right. 
Mr. Biccar: And the next, “Quebec, Ste. Therese-St. Eustache.” What 
the C.P.R. says is: 

Agreement data disclosed that this abandonment might better be 

made as an exclusive C.P. abandonment. Report has been withdrawn. 


Hon. Mr. Parent: Why? 

Mr. Watton: It has been withdrawn as a joint co-operative affair, but I 
understand the abandonment will still be made exclusively by the Canadian 
Pacific. 

Mr. Grout: The Canadian Pacific is to make application for exclusive 
abandonment rather than co-operative abandonment. 

Hon. Mr. Hata: What does that mean? 

Mr. Grout: It means that we won’t divide our savings wih the Canadian 
National. 

Mr. Brccar: The next is, “Quebec, St. Canut-Cushing qaneed ” and the 
only change is that the application to the Board of Transport Commissioners 
is being prepared. 

Mr. Watton: Yes, sir. There is a slight difference from twenty-three— 

Mr. Biacar: As a matter of fact, as appears from Exhibit No. 29, the 
report in favour of that was made on June 7, 1935. 

Hon. Mr. McRag: 1935? 

Mr. Biecar: Yes. . 

Hon. Mr. McRar: And the application has not yet been prepared? 

Hon. Mr. Danpuranp: We could perhaps ask why. What has been in 
the way of preparing it more rapidly? 

Hon. Mr. Parent: How much time do you require between preparation 
‘and presentation? 

Mr. Grout: There were a number of these reports that were made some 
little time ago but were not acted upon because we found that the general 
principles which had been set up were not workable. We spent a lot of time 
and finally reached a satisfactory agreement on the general principles to be 
followed in this line abandonment where one company is to have running 
rights over the continuing company’s line. That is why a number of these 
cases that were reported upon some time ago were not acted upon until 
recently. 

Hon. Mr. Danpuranp: But there has been agreement between the two 
_ railways? 

Mr. Watton: Yes, sir. 

Mr. Biacar: Next, ‘“Arnprior-Eganville,” Report No. 29A replaces Report 
No. 29 of February 6, 1934. 

Hon. Mr, Danpuranp: That is thirty-eight miles on the Canadian 
National. : 

Mr. Watton: Yes, sir. 

Hon. Mr, McRare: That was agreed to in September last. The application 

is still being prepared? 


[ Mr. N. B. Walton. ] 
{[Mr. H.C. Grout. ] 
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Mr. Biecar: Yes. 

“ Ontario, Shannonville-Darlington.” 

Hon. Mr. Danpuranp: Is it very hard to prepare such a report? 

Mr. Watton: They require very exhaustive detail in regard to the earnings 
of the line. 

Hon. Mr. Danpuranp: The Transport Board? 

Mr. Watton: Yes. They require that. It takes time to get those figures 
assembled for them, and if they are not complete we hear from them. 

Hon. Mr. McRar: You would not say it would take seven months to get 
that information. 

Mr. Warton: One thing that must be remembered is that they are being 
dealt with by officers who are busy on other matters and who cannot give 
exclusive attention to this. 

Hon. Mr. Parent: Furthermore they have to consult the local people to 
see if they will be affected. 

Mr. Watton: There is a great deal of this data that has to go to the 
Board before they will take it under advisement. 

Hon. Mr. Cauprr: And only officials who are dealing with these matters 
ean do this. 

Mr. Watton: That is correct. 

Hon. Mr. Roptnson: The Board of Transport Commissioners, then, is a 
sort of stumbling block? / 

Mr. Watton: I wouldn’t call them a stumbling block. They have to pass 
on the rights and wrongs of the question, and I presume they have to have a 
great deal of information to deal with the matter properly. 

Hon. Mr. McRase: Do you have to go into further detail after you have 
agreed? 

Mr. Watton: We have to get all this information for the Board. 

Hon. Mr. McRan: That is the matter of detail? 

Mr. Wauton: Yes. 

Hon. Mr. Danpuranp: The Board wants to know what people are affected. 

Mr. Watton: And in every case they send an officer out to see the people 
in the community. 

Hon. Mr. Parent: To see how many men are going to be affected, how 
many offices are going to be closed in the locality. 

Hon. Mr. Hucrssen: After an application is launched, how long does it 
take before you get action from the Board? 

Mr. Grout: The Middleton application took six or seven months. All the 
information was in on August 11, and filed with the Board, and there was an 
investigation made through the territory by an officer of the Board. After- 
wards a hearing was held in the locality by the Board. 

Hon. Mr. Parent: And no judgment? 

Mr. Watton: Yes, it was given on March 7. 

Mr. Bicear: “ Shannonville-Darlington.” That is just a study which has 
resulted in the expression of the view by the Canadian Pacific that they do 
not consider the net economy sufficient to incur the disadvantages which are 
foreseen under co-operative abandonment of this importance through traffic line. 

Hon. Mr. Danpuranp: And those eighty-two miles are C.P.R. rails. 

Mr. Bicaar: Yes. 

Hon. Mr. McRaz: Why should this be in the report? 

Mr. Grout: This is intended as a report of the activity. 
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Mr. Watton: We thought that erone that had been discussed should 
be on this list. : 

Mr. Biacar: Next is ‘“ Dranoel-Medonte,’ The only change is that the 
application to the Board of Transport Commissioners is being prepared. 

Mr. Watton: Yes. 

Hon. Mr. Danpuranp: That is seventy-four miles of C.P.R. 

Mr. Bicaar: Yes. The report was made on June 24, 1936. 

The next item is “ Linwood-Listowel.” There, again, I think the only 
change is that an application has been made to the Board of Transport Com- 
missioners, and was approved on March 8, 19389. 

Mr. Grout: Correct. 

- Mr. Biacar: ‘Ste. Mary’s-Ingersoll North.” That is simply a report that 
the economy is not worth while. 

“ Woodstock-Windsor. Joint Local Committee reported on five alternative 
suggestions, none of which will produce adequate net economy. Now being 
considered by Joint Co-operative Committee.” 

“North Bay-Yellek.” The report was made on November 27, 1935. You 
will remember the evidence last year that certain trackage could not be made 
available, and study was being made from another point of view. 

Hon. Mr. Danpuranp: That is eight miles. 

Mr. Biccar: “Bala-Wanup, report dated February 10, 1934, recommending 
abandonment approved by Joint Executive Committee. C.N.R. unwilling to 
implement this report until some comparable abandonment of a portion of 
C.P.R. main line can be agreed to.” 

Hon. Mr. Danpuranp: One hundred and forty-one miles. 

Mr. Biacar: One hundred and forty-one miles, C.N.R. 


Hon. Mr. Dannuranp: I should like to know what saving is to be effected 


there? 


Mr. Watton: $161,900 estimated annual joint net saving on the Bala- 
Wanup line. 


Hon. Mr. DanpurAND: Would the effect of this abandonment be to transfer ~ 


some of your clientele in that region to the Canadian Pacific, Mr. Walton? 
Mr. Watton: No, sir. The proposition was to tear up a portion of the 


Canadian National lines and run over the Canadian Pacific for this distance a 


of 141 miles. 


Hon. Mr. Danpuranp: Would there be an advantage to the Canadian 


National in following that suggestion? 
Mr. Watton: If the abandonment were effected there would be this saving 


of $161,000 a year. That is a portion of our main line, and we have been & 
agreable to the abandonment if the Canadian Pacific will abandon a somewhat 


comparable piece of their main line to match up with it. 


Hon. Mr. Hucrssen: There is a suggested abandonment of the Canadian « 
Pacifie’s Woodstock-Windsor line. I think last year Sir Edward Beatty told — 
us that one of the reasons why that could not be abandoned was the valuap zs 


passenger traffic. 


Toronto. 


s \ 


Mr. Grout: I think you are confusing that, sir, with the pooling west of Wh 


Hon. Mr. Hucrssen: That is what I was coming to. If you reach an 3 
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enn about passenger pooling, would that not have an effect on line aban- 


donment? 
Mr. Grout: It might. 


[Mr. N. B. Walton.] 
[Mr. H.C. Grout.] 
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Hon. Mr. Hucrssen: Is there not a possibility that it would? 

Mr. Grout: I would not say so. 

} Mr. Warton: I think I should say I disagree with Mr. Grout. I feel 
that if the extended passenger train pooling that is mentioned at the top of 
the page were made effective, it would have a bearing on the possible abandon- 
ment between Woodstock and Windsor. 

Mr. Grout: I agree with that to a certain extent. It has to be developed. 
We have not developed that yet. 

The Cuairman (Hon. Mr. Beaubien): In this particular case, Mr. Walton, 
‘the Canadian National was waiting for due compensation? 
Mr. Watton: Yes. 

Hon. Mr. Danpuranp: I should like to go a little further. Take this 
‘proposition by itself, Mr. Walton. Is there any saving to be made by the 
“Canadian National in abandoning those 141 miles, independently of any com- 
pensation you could get elsewhere, any comparable advantage elsewhere? 

Mr. Watton: Yes, a saving to the Canadian National of approximately 
half of this amount of $161,000. 

| The CuairMan (Hon. Mr. Beaubien): You would cut your expense in two? 
Mr. Watton: Yes. 

Hon. Mr. McRar: But you would be breaking up your own main line? 
Mr. Watton: That is just the point. And I might say that when this 
abandonment question was initiated some years ago, the practice of dealing 
with abandonments approximately in pairs was followed, in order to preserve 
‘the burden and advantage reasonably close. That enters into this picture. 

; The CuHatrmMan (Hon. Mr. Beaubien): That is the policy that has per- 
‘sisted since the beginning? 

* Mr. Watton: That is right, sir. 

_- The CHarrman (Hon. Mr. Beaubien): “You give me, and I will give you.” 
Mr. Grout: I should like to say something on that. That is the policy 
hat has been insisted upon by the Canadian National, not by the Canadian 
acific. They have had to follow suit because the Canadian National insisted 
on that policy. 

. Hon. Mr. Danpuranp: When the Canadian Pacific was asked for a cer- 
tain abandonment, or felt that there should be certain abandonment, did it 
nquire what sacrifice the Canadian National had made elsewhere? 

_ Mr. Grovur: On each of these abandonments, Senator, the savings are 
to be divided. The net savings on each of these co-operative projects are to 
e divided fifty-fifty between the two companies. So if there is a net economy 
m any one project, both companies benefit. 

Hon. Mr. Murpock: Would you go back for a moment to the Shannon- 
e-Darlington line? It says there: “C.P. does not consider net economy 
cient to incur resulting disadvantages.” How does that compare with the 
ast item we have been considering? 

Mr. Grout: The possible economy is approximately half of this, but 
territory served is very much more important. It is a much more important 
in line, and the disadvantage to the Canadian Pacific, in our opinion, would 
‘be more than the savings would make worth while. 

Hon. Mr. Hatc: These 141 miles are along this line here (indicating on 
nap). They start at Bala and go up to Wanup. Is that a very heavy traffic 
Ne on either road? Supposing the Canadian National line were abandoned, 
d the Canadian Pacific were continued, the Canadian National would still 
have this line (indicating) down to Toronto. 
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Mr. Watton: That is a longer route to Toronto. That would not be 
used in preference to the shorter route. 
Hon. Mr. Hato: When you abandon a line, what happens if you disagree 
in future? ; 
Mr. Wautron: No future disagreement is contemplated in eee arrange- 
ments for joint use of tracks. I do not know that there is likely to be dis- 
agreement. 
Hon. Mr. McRaz: Is the agreement for any time? 
Mr. Watton: It is usually made for a long time; subject to renewal. 
Mr. Grout: There is no term. It is an agreement in perpetuity. : 
Hon. Mr. Buacx: If that is the case, why not make the abandonment? 
If both roads have the same rights for all time over the line that is continued, | 
why not abandon one line? f | 
Mr. Watton: It is a piece of our main line, and we feel that some 
comparable abandonment should be forthcoming from the Canadian Pacific. 4 
And in spite of the lesser mileage, we advised them that we would be willing i 
to maintain the Shannonville-Darlington line, with its 82 miles, as an offset 
to the other, but that was not agreed upon. , 
Hon. Mr. Danpuranp: Would the two railways benefit to a certain | 
extent from the abandonment of the Shannonville- Darlington line? 
Mr. Watton: If the Shannonville-Darlington !'ne were abandoned, both 
roads would benefit. It is a similar proposition to the other one. 9 
Hon. Mr. Srncuarr: Would both roads benefit from the Ste. Therese 
St. Eustache abandonment? 4 
Mr. Grout: No. That would be an exclusive abandonment. The road 
that remains there would take all the traffic in that territory. * 
Hon. Mr. Cauper: Mr. Walton, if I remember correctly, there is some- | 
thing in the statute requiring certain things to be done so as to distribute | 
the burden and advantage. Is it because of the statutory provision that yot 
take the stand you do? 
Mr. Wauron: Not altogether, sir. | 
Hon. Mr. Caper: What is the source of that question of burden and | 
advantage? >| 
Mr. Watton: That refers to the working arrangement by which +e 
money advantage and the burden will be ae equally between the “-) 
roads. | 
Hon. Mr. Catper: Then the statutory provision has nothing to do with 
your contention that you have a right to look for something like an aaa 
abandonment by the other railway somewhere else? | 
Mr. Watton: I do not know of any statutory provision. | 
Hon. Mr. Caper: In other words, you simply say, “We will sbando 4 
this, if you will abandon that’? il 
Hon. Mr. Parent: Give and take. ee. 
Mr. Watton: A give-and-take proposition. . 
Hon. Mr. Haic: I cannot understand what advantage it is to the rail | 
way to maintain that stand. For instance, if the Canadian National are given i 
a perpetual right to run over a Canadian Pacific line, what difference does it | 
make to the Canadian National if their line is abandoned? aa 
Hon. Mr. Catper: Mr. Chairman, I think this is very important. . 
seems to me we have got to a point where it may be necessary to make some, 
statutory provision to deal with this phase. In a nutshell the situation : 


[Mr.N. B. Walton.] 
[Mr. H. C. Grout.] 
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is: both railway companies agree that 141 miles can be abandoned, with a 
saving of $161,000, which would be divided equally between them, Yet one of 
the railways will not agree to the abandonment because the other railway 
does not abandon another line of approximately the same length and where 
there would be approximately the same saving. It seems to me that is very 
unreasonable. I think it is worth considering whether or not there should 
_be statutory compulsion in a situation of this kind. 
Hon. Mr. Danpuranp: I felt that each proposal should stand by itself, 
‘so that we should see what advantage it offered to the two railways. We have 
“now gone through one page of this exhibit, and if we proceed we shall see how 
often this question of burden and advantage reappears, if it does at all. 
Hon. Mr. Buacx: Going back to the Shannonville-Darlington line, we see 
the proposed abandonment is 82 miles. The saving is not computed. If the 
_ Canadian Pacific would continue to have the same running rights as it has 
to-day, I cannot see, without further explanation, why there could not be an 
agreement there. 
Hon. Mr. Danpuranp: I wanted to ask the Canadian Pacific representative 
‘about that. The statement says: “Joint Co-operative Committee reported to 
Joint Vice-Presidents’ Committee that, although substantial economy to be 
‘obtained, C.P. does not consider net economy sufficient to incur resulting 
disadvantages.” 
4 Hon. Mr. Murpock: What does the Canadian Pacific say about that? 
' Mr. Biaear: The Canadian Pacific says practically the same thing in 
‘Exhibit 101: “The C.P. have stated that they do not consider the net economy 
sufficient to incur the disadvantages which are foreseen under co-operative 
abandonment of this important through traffic line.” 
- Hon. Mr. Danpuranp: I see a contradiction in that statement. Although 
substantial economies might be realized through abandonment, the Canadian 
Pacific does not seem to think they are of sufficient importance to justify an 
- agreement. 
| a Hon. Mr. Parent: It looks as if the Canadian Pacific had certain men to 
say “Yes” and other men to say “No,” because there seems to be a contradiction 
there. 
Hon. Mr. Danpuranp: One statement may have been made by the Canadian 
National and the other by the Canadian Pacific. 
_ The Cuatrman (Hon. Mr. Beaubien): If you want an answer to that 
question, why not ask the Canadian Pacific representative? 
Hon. Mr. Buacx: I should like to have an answer. 
Hon. Mr. Danpuranp: You are entitled to have the reason why, from the 
adian Pacific. 
Hon. Mr. Brack: There may be a reason, and we are entitled to it. 
- Mr. Grout: A joint, study was made by local officers with respect to 
ible abandonment in that territory, and they reported there were possible 
savings to be made. 
' Hon. Mr. Buacx: To what extent? 
Mr. Grout: The figures were never taken out to ascertain the final 
valysis of the net amount. We did take figures out to show what expense 
uld be involved in making the connections between the two lines. 
Hon. Mr. Danpuranp: Where is that territory located? 
~ Mr. Grout: From Belleville to a point near Oshawa. 
- Hon. Mr. Hate: There it is on this map. 
Mr. Grout: It is part of our main line from Montreal to Oshawa. 
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Hon. Mr. Danpuranp: Are the C.P.R. and the Canadian National running 
together? 

Mr. Grout: Yes, sir, they are parallel at varying danas 

- As compared with the expense involved in making connections, without 
ae into a final analysis of compensation for the traffic turned over to the 
National, or whether we would maintain our services at the intermediate 
stations, the figures that we had of the possible savings were not in our opinion 
sufficient to justify us giving favourable consideration to severing an important 
through line serving at least four important towns. 

Hon. Mr. Hucessen: The Bala-Wanup abandonment is through territory 
which produces hardly any traffic at all. 

Mr. Grout: It is very light, I believe. 

Hon. Mr. Hucussen: Whereas, you say, it is not a comparable abandon-— 
ment to have an abandonment in a country that produces a lot of traffic. | 
You would lose traffic if you abandoned that line. 

Mr. Grout: We certainly would. 


Hon. Mr. Hucrssen: Does it not come back to this, if you can come 
to an arrangement for sharing traffic? 


Mr. Grout: We have not got that far. 


Hon. Mr. Hucrssen: For instance, if you can make arrangements for 
pooling passenger services, does it not make it easier for both of you to) 
abandon competitive lines? 

Mr. Grout: Generally speaking, I would not say so. y 

Hon. Mr. Buacx: Do you consider that particular line very much more 
important to you than No. 30, which is 141 miles? 

Mr. Grout: Very much more important from a traffic point, both for through 
traffic and local traffic originating there. 

Hon. Mr. Buackx: By joint operation of that 81 miles you would get half: 
the revenue therefrom. Wherein would you be in a worse position? You 
would have the same amount of revenue you have now, with some economies, — 
I do not see where you would be in a worse position under joint running rights. : 

Mr. Grout: There are other considerations. We have fast through freight 
services. Our passenger service is pooled in that territory. ¢ 

Hon. Mr. Buacx: It is? ig 

Mr. Grout: Yes; but not our freight. That is our through freight line 
from the United States through New England. It is interstate traffic for one 
thing running on very fast schedules. There is traffic coming from our United 
States connections involved in any interruption to our service on that line. 

Hon. Mr. Hucrssen: You have double track compared with single track. — 

Hon. Mr. Murpvocx: And the important towns of Belleville, Trenton, 
Cobourg, Port Hope, Bowmanville, Brighton, Port Colborne and Grafton. 

Hon. Mr. Danpuranp: What is your view as to that? 


Mr. Watton: My view is just this, the proposed abandonment on our 
line is approximately twice the distance proposed for abandonment on the 
Canadian National in the Shannonville-Darlington section. 

Hon. Mr. Danpuranp: 141 against 82 miles. 


Mr. Watton: Yes, sir. That should offset to some extent at least any 
apparent disadvantage ‘there might be in the one case against the other. The | 
Canadian National is willing, if the Shannonville-Darlington abandonment is 
made effective, to have the Canadian Pacific still serve the towns they serve nom 

[Mr. N. B. Walton.] 

[Mr. H. C. Grout.] 


F 


. 


RAILWAY CONDITIONS — 223 


by their several facilities, using our double-track main line for so-called bridge 
affic, that is, to carry ‘it from Toronto to the points beyond the suggested 
joint trackage ‘easterly, There should be no question of any overloading of our 
double-track main line east of Toronto, because it can carry substantially more 
traffic than it is carrying at the present time, ‘and so far as we can see the only 
thing that lies between these two matters is a question of prestige, and our 
prestige is just as valuable to us as the Canadian Pacific’s is to them. That 
r the statement I give you to the best of my ability. 
Hon. Mr. Haig: Looking at the two lines, Mr. Walton, I should think there 
is very little local traffic on the Bala-Wanup line. 
_ Mr. Wauron: There is a certain amount of local traffic. As indicated by 
the yellow line— 
, Hon. Mr. Haig: Why should not the Canadian Pacific abandon its line 
and you continue your line? 
_ Mr. Watton: The study indicated our line could be abandoned. I do 
Biot know how the relative lines through that territory would stack up. 
4 Hon. Mr. Haic: Would it not be possible for an independent body to 
sxxamine the two lines Bala-Wanup and say whether the C.P.R. should abandon 
its line between the same point instead of the C.N.R.? They are practically 
pe Would that be possible? 
Mr. Grout: May I answer that? 
m Hon. Mr. Hate: Yes. 
_ Mr. Grout: When the local officers were first charged with the duty of 
studying that situation they were asked to report on the abandonment of either 
one of the two lines. The studies were such that they reported jointly in favour 
of the abandonment of the Canadian National line. 
- Hon. Mr. Haia: That answers my question. 
Hon. Mr. McRar: As a matter of fact the first line built would better 
serve the villages adjacent to it. 
Hon. Mr. Danpuranp: Is that one of the problems being studied? 

_ Hon. Mr. Hate: Yes, that is the problem on the first page. I was asking 
1e witness whether instead of abandoning the C.N.R. on the Bala-Wanup 
bandonment, they should abandon the C.P.R. Suppose we appoint the two 
‘chairmen to go up and examine the situation and if they say we should abandon 
the C.P.R., then why should not that go through? 
_ Mr. Grout: There has been no disagreement so far as that feature is 
concerned. Both companies are in agreement that if there is to be an abandon- 


_ Hon. Mr. Hate: That is what I want to know. 

_ Myr. Biacar: The next two are Nipigon-Current Junction and Twin City- 
James, both of which are being studied by joint local committees. 

_ Next is the Winnipeg-Morris. The joint local committee’s report on the . 
ibandonment of 33 or 34 miles of Canadian Pacific line is now before the Joint » 
operative Committee, and the joint local committee is working on the 
rt covering the alternative abandonment of the Canadian National line. 

~ Hon. Mr. Danpuranp: The statement here is somewhat different. 

_ Mr. Biccar: I am reading from Exhibit No. 101. 

Hon. Mr. Danpuranp: The Canadian National exhibit says: 


On January 6, 1939, C.N. section of joint local committee forwarded 
reports to C.P. section of joint local committee covering the abandonment 
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of chee C.N. or C.P. lines nes ae and Morris. That wo 
affect 33 or 34 miles. 


Hon. Mr. Murpocx: 33 for the C. N,, 34 for the ©.P.? 
Mr. Grout: Correct. . 
Hon. Mr. Parent: No conclusion arrived at yet by the local committee? 
Mr. Grout: Not yet..: “ 
Mr. Biccar: The next is Beach Junction-East Selkirk, and the Canada 
Pacific says that on August 18, 1938, joint vice- -presidents’ committee agreed 
not to proceed with this project account changed conditions. December 8, 1934 4 
report No. 36 was made. 
au iS reported economy last year in Exhibit. No. 29 in that respect was 
Hon. Mr. Hate: What is the difficulty there? ~ 
Mr. Watton: Changed conditions. Since location of the C.IL.L. plant soutll 


of East Selkirk it requires the continuance of that line south of where the 
abandonment would start and the use of the other line by both lines. There 
is a big plant in there which changed the conditions. It was not, so far as we 
know, even thought of when the original report was turned in recommending 
abandonment. It is an example of how conditions can change. . 
Hon. Mr. Hate: That plant could have been built somewhere else. 4 | 
Mr. Watton: We could not dictate where it should be located. | 
Hon. Mr. Haia: I know that district well. If your line had been abandoned | 
_before they started they would have built a little further over. It is right out on : i 
the prairie.. a 
Hon. Mr. Cauprr: But the plant is there. 
Hon. Mr. Haic: It is now. 


Hon. Mr. McRaz: There is one question I should lke to ask. Is that operat: 
ing savings, or do you take into consideration completion and pep ere 


Mr. Watron: It is operating saving and salvage. 
Hon. Mr. McRarg: There would. be material savings? 
Mr. Grout: That is all in this. 

Hon. Mr. Buack: That is not annual savings? 

Mr. Grout: Yes. 


Mr. Bicear: The next abandonment is Portage- Delta, Oskland: Cawdc 
Muir-Gladstone. Under a new report since last year’s committee meeting, N 
63, dated September 21, 1938, it is proposed to deal with 36 Canadian Natio 
miles at a saving of $34, 500. Application to the Board of Deal Comm 
sioners is being prepared. 

The next is McGregor-Varcoe. Report No. 64, of September 22, 1938, e 
mates $45,000 a year to be saved from the abandonment of 54 miles of 
Canadian Pacific, and application is being prepared for submission to. the Bos 
of Transport Commissioners. 4 

The next is Hamiota-Miniota. Report No. 65, September 26, 1938, re 
mends abandonment of 20 miles of Canadian Pacific line at an estimated s 
of $15,000 a year, and the application is being prepared. if 

Then comes the Hallboro-Beulah abandonment, report No. 66 of Sep 
ber 26, 1938, recommending the abandonment of 75 miles of Canadian P. 
line with an estimated saving of $65,000 a year. The application is 
prepared. F 

Hon. Mr. Parent: Mr. Biggar, before we proceed any further, possibly 
answer you may give presently will serve for other similar cases, but you - 

[Mr. N. B. Walton.] 
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here, for cistaciie! that ie ga employees will be displaced if the abandon- 
m nent goes through. Are they the higher class of labour? 
_ Mr. Watton: Taking the Hallboro-Beulah line abandonment as an example, 
there would probably be included one complete train crew, and the balance 
would be made up of a track-man, a couple of pumpmen, a ‘station agent, and 
some others. 
Hon. Mr. Parent: Men who have their residence in the locality. 

' Hon. Mr. Hate: They live in the stations. 
- -Mr. Watron: In the locality too mostly. 
7 Hon. Mr. Murpocx: How many track crews are there in seventy-five 
niles? 
Mr. Wauron: It is a light line. They will have twelve to fifteen mile 
sections, probably. 
4 Eh Mr. Cauper: In all these cases you found the two railways agreed 
0 on n practically an equivalent abandonment? 


_ Mr. Wauton: Yes, pretty well in agreement. 

Hon. Mr. Hatc: What becomes of these twenty-three men? 

_ Mr. Wauron: Under the different wage agreements under which they 
work, they will probably find employment elsewhere, unless they are junior 
men on the division. Someone will be displaced to the extent of twenty-three 


N ff 

~ Hon. Mr. Hata: Twenty-three men will be dumped some place. 

| Mr. Watton: They will have to fit in some place. 

Hon. Mr. Hate: There is no provision made for those men at all. That 

what it amounts to. 

a Hon. Mr. Danpuranp: That is another question. 

Mr. Bicear: The next is a new project, the abandonment of thirty-seven 

Bes of Canadian National between Brandon and Maon, “now being studied 

the Joint Local Committee.” 

Hon. Mr. Danpuranp: I see here, “Canadian National section of Joint 

Local Committee is preparing report for consideration by the Canadian Pacific.” 

_ Hon. Mr. Haic: That is the same thing. 

_ Mr. Biccar: The next is an older one, report No. 38-A, which we had 

re us last year. Louise-Deloraine, abandonment agreed to involving a 

ng of $30,000. The new item is, “application made to Board of Transport 

missioners January 25, 1939.” 

_ Hon. Mr. Danpuranp: And decision is pending? 

' Mr. Biccar: Yes. 

Next is the report of January 25, 1985, No. 39, with respect to the 

abandonment of one hundred and twenty- -two miles of Canadian Pacific be- 

n Reston and Wolseley. The new thing is, “application to Board of 

nsport Commissioners being prepared.” 

Mr. Grout: That is one line where there was no comparable Canadian 

onal abandonment in the West, and we suggested that would offset the 

a-Wanup proposal, but that was not satisfactory. We agreed to go on 

th that although there is not a comparable abandonment on the Canadian 

ational. There is a possible saving of $104,500 to be divided between us. | 

a Mr. Hucressen: That is not the main line? 

. Grout: No. 

2 a Watton: That was offered as a suggested offset to Bala-Wanup, 
It was not considered satisfactory by us. It is a thin traffic line, and in no 

4 comparable to the Toronto-Vancouver line and the situation generally 
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when you take the Reston-Wolseley line alone, so there is not necessarily an 
afiset to that on the Canadian National. If you take six lines in Manitoba. 
and Saskatchewan which we have just gone over, totalling 167 Canadian 
National miles and 196 Canadian Pacific miles, considering that they are all 
light traffic lines the disparity is not very great. | 
Mr. Bicear: “Regina-Moose’ Jaw.” Forty Canadian National miles. 
The abandonment is not recommended under report No. 67 of October 4 last 
year. 
Hon. Mr. Danpuranp: Report No. 67 recommended against abandon- 
ment. Is that by joint agreement of the two railways? | 
€ 


Mr. Wauron: That is right. 
Mr. Bicaar: Next is a proposal for abandonment of an unstated miles 
between Saskatoon and Unity. 
Hon. Mr. Buacx: Ninety miles, isn’t it? ; 
Mr. Biccar: There is no mileage given on the C.P.R. statement. The 

- 


note reads: | 

Joint Local Committee reports covering seven alternative proposal 

are now before Joint Co-operative Committee. Communications depart- 
ments preparing estimates in detail of cost of telegraph line changes” 
involved. - 

Hon. Mr. Buacx: That is practically the same thing. 
Hon. Mr. Danpuranp: What is the outlook? Is there a chance of this 
abandonment taking place? Ninety miles is quite a length of railway. | % 
Mr. Wauron: We are in hopes that something will be accomplished, but. 
until the reports are in it would simply be a guess to make any statement. We 
must know what the statements show before we pass judgment. % 
Mr. Biccar: The next is a report that an application to the Board of 
Transport Commissioners is now being prepared in respect of the abandonment 
of ten Canadian National miles between Alix and Nevis, agreed to under 
report No. 41 of January 30, 1935, the expected saving being $6,100 a year. 
The next is a similar situation with regard to the abandonment of ten 
Canadian National miles and twenty-three C.P.R. miles between Langdon and. 
Beiseker, under report of January 18, 1933, with a saving of $30,000. ig 
The next is the same thing with respect to the abandonment of twelve) 
Canadian National miles and fifty-three Canadian Pacific miles between Red} 
Deer and Rocky Mountain House, under report No. 33 of October 25, 1934, the 
annual saving being $41,400. a 
Hon. Mr. McRaz: I wish to call attention to the fact that these reports 
are all dated four or five years ago, and the applications are still in prepara 
Mr. Grout: These are covered by the explanation I made earlier in the 
hearing with regard to difficulty we had in drawing up general principles. That) 
has only recently been agreed upon. : i 
Mr. Biccar: The next is a proposed abandonment between Bruderheim| 
and Edmonton, twenty-five miles of the Canadian National or thirty-four ol) 
the C.P.R. The statement of the C.P.R. is, “Joint Local Committee reports 
covering various alternatives now being considered by Joint Co-operative 
Committee.” y 
Hon. Mr. Parent: There is a note here, “See Note 2, Section EH, Miscel- 
laneous—Telegraphs.” Where do we find that? im 
Hon. Mr. Hatc: A little later on, on the fourth page. 4 
Mr. Biacar: Next is, “Trelle Junction-Morinville, Carbondale-Egremont, | 
twelve Canadian National miles and thirty N.A.R. That has been agreed upon 


[Mr. N. B. Walton. ] 
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and application to the Board is being prepared. A $23,100 annual saving is 
anticipated. 

Hon. Mr. McRar: The thirty miles is joint ownership, is it not? 

. Mr. Grout: Yes. 

, Hon. Mr. Buacx: Did you not get permission for that? 

. Mr. Grout: No. 

~ Hon. Mr. Buacx: I thought application had been made for that. 


Mr. Biacar: Next, “ Kamloops-Vancouver territory,” involving either two 
encred and forty-two Canadian National miles or two hundred and forty-two 
Canadian Pacific miles. The Canadian Pacific statement on that is that Joint 
Local Committee reports dealing with the capacity of the lines in this territory 
are now being considered by the Joint Co-operative Committee. 


; Hon. Mr. Danpuranp: Would those two hundred and forty-two miles of 
the Canadian National or the Canadian Pacific be comprised in the passenger 
pooling arrangement? 


: Mr. Grout: They have nothing to do with that. 
y Mr. Watton: No. It would not have any effect on that proposal. 
Hon. Mr. Buacx: It would be to the joint advantage of both roads? 


_ Mr. Watron: It is being looked at at the present time with a view to 
seeing if there is some advantage in a different use of those lines rather than 
the abandonment of one. 


; Hon. Mr. McRam: I may say that they will never abandon one of those 
lines. If our country is going to grow both lines will be needed. Their move- 
ments could be consolidated, but I do not believe the abandonment of either 
line is in the realm of practicability. 

& Mr. Watton: That is the standpoint from which it is being considered. 
. ~ Hon. Mr. DANpuRAND: ‘There was a question last year of one line carrying 
oC and the other carrying freight. 

; Mr. Watton: That is one of the features being studied now. 
Hon. Mr. McRan: They both go through the Fraser River Canyon. 

| ae Mr. Danpuranp: So you will arrange a pooling arrangement or running 
re S 
Mr. Watton: That is what is under study now. 

Hon. Mr. Horsry: Would there be a large saving there? 

Mr. Grout: That has not been developed. 

Mr. Watton: No. 
Hon. Mr. Danpuranp: The saving would not be very large. 
Mr. Watton: Not as much as if oe was abandonment, but in view of the 


i Hon. Mr. McRasz: Patore we pass ae foe could one . the witnesses give 
us the total mileage that is under consideration for each railroad, eliminating the 
tl o items that have been discarded? That would be the sum total of these figures. 


Mr. WALTON: uy made a little memorandum to- oo for eae own information, 


- Hon. Mr. McRaz: I only want the total of what is on your sheet here, 
so that we may know the total mileage that is under consideration, and the total 
Savings estimated. 

Hon. Mr. Rosinson: Mr. Walton has a memorandum here. 

| Hon. Mr. McRaz: I do not want to go back of what we have here. Any of 
us could add up the figures, but I thought the witnesses might have the addition 
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already made. I take it that the statements here contain everything that is. 
under consideration, that nothing which is under consideration has been omitted? 


Mr. Wauron: This statement shows everything that was dealt with, 
whether it was advanced or not. Anything that was discussed in the Vice- 
Presidents’ Joint Committee is referred to here. q 

Hon. Mr. Rozsrnson: What is in that statement which you said you made 
up for yourself? 

Mr. Watton: It is just a statement that I prepared for my own information 
to-day, showing progress on line abandonments since 1933. Two lines were — 
actually abandoned: Cyr Junction to Edmundston, and Saint Johns to Farnham, ~ 
11 C.N. miles and 28 C.P. miles, a total of 39 miles. ¥ 

My next heading is “ Permission to Abandon Obtained.” There are two ~ 
lines: Middleton Junction-Bridgetown, 13 C.N. miles; and Linwood-Listowel, — 
17 C.P. miles, a total of 30 miles. i 

My next heading is “Application now before Board.” The only application — 
is with respect to the Louise-Deloraine line, 56 C.N. miles; total, 56 miles. 

And, lastky, I show the applications that are being prepared. They are: —s 


CNR... GP AR NAG: 


NEOMtLOR TD CUM Mata WOE UCEY) siepite ly iintamnn Ce lOR Rem nan ere 32 

NSE OE Tat ok mateo ne mune VMHIOeIN Qs fl cuiakcaal WaxeacMaMbn Clcalt Aad amRAiy Wait tas 23 

A POPETOL AG sc hats alee SAT VEL Oe). ee aH Benue 38 ae. 

Dranoely wens. Vale lets ty eee COM be Heli l/s chile Wier exis. rye Ae oP 74. 

IOP PALE pater ae UN race gh ates SL DICE Natta Rr st Acar Noelia ara ead 14 BN 

Oarlama ye se eici ie me Mri LW aE CiOs aay anh mocha eee 12 

TAI ar Pa Beg Hee rnc Wels seals fan LAL SUOTLES is) cil aRUCla amo Uae hy coe na 10 an 

MCG TeEgOT |). Ue tite ew el VIE CORI at! Ie mies TRU al cee cy as 3 55 

BEV arnia OA Mune) ae mo eee Ida TOTALS OY ari en ane eae ented ts 20 

ER ADO OV ON Na ele VAN Oe MEST Lenn ene aatie Acta Naeem aie a Ts) is 

INViO see ys gH N20 yc tall Ca eee EMER EOIARLD 1) Sa) a NiMaty MAGE eer eh ot A te 122 

PAM tsar WRN ome e Ua Qala OneNote inn 7a Cue Mean coe 9 a 

Langdon ..-.. .. .. .. Beiseker . a 10 Su) 

FedM Deer oh ives eteuc eu euOCkey Mountain House .. ox, 16} 53 

rele siete Vein iON ee Morinwalles One. peas 12 Es ia 

Carbondale’ hire) Mil Honemnon bs sy ua eed eet sey tele 8 oe 30 - 
248 347 30 


That makes a total of 625 miles. And the totals for the whole thing, that 1 is of | 


been obtained, he for which application to abandon is now Kefors the 
Board, and mileage with respect to which applications are now being prepared, ' 
are: 328 CN, miles; 392 C.P. miles; 30 N.A.R. miles; a grand total of 750 a7 
Mr. Biccar: phat is the complete story? u | 
Mr. Watton: On line abandonment, from the passing of the Canadia : | 
National-Canadian Pacific Act up to now. ; 
Hon. Mr. Buacx: Have you further abandonments or co-operative projeaa s 
in view in addition to these? 
Mr. Watton: We have nothing actually in view, but we shall be developing | 
the matter further. rhe a that looks like a reasonable ee vil | 


ae of. 
Hon. Mr. McRag: Nothing under study? 
Mr. Watton: ae 


tion from the Canadian Pacific point of view is the same. Have ee prepare 1 
other projects for abandonment in addition to what is before us? 


[Mr. N. B. Walton.] 
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Mr. Grout: Not under co-operation. 
gale Mr. Danpuranp: But you think you would have something else 


Mr. Grout: Mi think so, yes sir. 

Hon. Mr. Danpuranp: But you would have to reckon with the Teneper 
Commission. 

Mr. Grout: Of course. 

Hon. Mr. McRag: Do these 750 miles include the 242 miles to Kamloops? 
Mr. Grout: No, sir. 

. Hon. Mr. Danpurann: Could Mr. Grout tell us»what additional abandon- 
ments he would suggest under unification? 

_ Myr. Grout: I am not talking about unification, sir. 

Hon. Mr. Danpuranp: Have you got a list on that? 

Mr. Grout: No. My job is only to deal with co-operation. 

_ Mr. Bicear: We now come to C, on Exhibit 100, Joint Freight and Pas- 
‘senger Facilities. The first item is the Ottawa agreement, which was made in 
“October, 1935. Its soundness was doubted and it was referred back to the Joint 


Mr. Grout: The Ottawa joint engine-house. 

_ Mr. Bicear: It was referred to in last year’s report, exhibit 29, but without 

“mention to the reference back to the Joint Committee. 

Hon. Mr. Danpuranp: Mr. Grout says that additional abandonments could 

‘be suggested under unification. Would they be exclusively Canadian Pacific 

abandonments, or Canadian National abandonments? 

_ Mr. Grout: I have to make the same answer as I made before. I have 
not been in on that study at all. 

' Mr. Bicear: The next item is the Head of the Lakes joint terminal. This 

is being studied by. a Joint Local Committee. 

_ The next item is the Saskatoon joint passenger station, about which a Joint 

Local Committee made a report on February 16, 1939, indicating that there was 

40 economy. That is now being studied by the Joint Co- -operative Committee. 

[he next is the Edmonton joint passenger station. which is being studied by a 

int Local Committee. And the last item is the Calgary joint passenger 

tion, about which a Joint Local Committee made a report dated February 13, 

1939, indicating that there is no economy. This report is being considered by 

the Joint Co-operative Committee. 

- Hon. Mr. McRaz: It seems to me that you are omitting in your study a- 
uple of provinces. For instance, you are omitting my own province of British - 

\Columbia. Have you not considered consolidating the terminals in Vancouver? 

e Canadian National has a very handsome terminal there, with two passenger 

ins daily running into it, I think. The Canadian National has all its offices 

re, and it does seem to me and most of the citizens of Vancouver that the 

nadian Pacific facilities could take care of the requirements. The saving 

uld be very considerable. 

Hon. Mr. DanpuRAND: To whom is my honourable friend speaking? 
Hon. Mr. McRaz: To both witnesses. 


| ; ee Grout: That is answered in the Eat item on that page of the exhibit, 


Bon: Mr. Mopar: That is a rather indefinite answer. I will be much more 
cific about it, because a very considerable saving would result from that 
consolidation. But first, without desiring to encroach on the province of Mani- 
, for which my honourable friend Senator Haig speaks, I must say it has 
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always seemed to me that a tremendous sum could be saved by consolidating the 
terminals at Winnipeg. Has that been considered? — 


Mr. Wauron: That was considered in connection with a pooling study that 
was made some years ago, but the location of the two stations at Winnipeg made | 
consolidation of station facilities very difficult. 


Hon. Mr. McRagz: I will admit it would be a big thing, the abandonment 
of either of those terminals, but I presume the Canadian Pacific is capable of 
handling all the business that is available there. - ‘ 


Mr. Watton: But the bringing in of trains from various directions andl 
combining them at the one station, trains not only from main lines, but from the — 
branch lines, would present a very difficult situation. I presume that if Senator — 
Haig pictures the situation there with respect to the branch lines, he will agree. : 


Hon. Mr. McRaz: Of course, he will agree. 


Hon. Mr. Hare: If you look at the map on the wall here you will see that, 
on account of the lakes the traffic east and west is driven down to the end of a 
bottle-neck. JI do not think one line of railway could handle it there at all. ; 


Hon. Mr. McRag: The country would save millions by the consolidation. — 


Mr. Biecar: There was a good aeal of evidence about that consolidation 
last year. The difficulty is in bringing all the trains into one station. 


Hon. Mr. McRaz: But you cannot tell me it is impossible. 
Mr. Bicacar: I am only pointing out what the evidence was. ; 


Hon. Mr. McRas: The fact is that the city of Winnipeg, to a man, docu 
not want to give up either of those terminals. But no business company running 
a railroad would operate both of those big expensive terminals, when one terminal — 
is sufficient to handle all the business. 

Now I am going to revert to a matter I know something about. I want ton 
revert to my home town, and I say to both witnesses, frankly, that there is no 
sane excuse for those two terminals in the city of Vancouver. The maintenange 
of two terminals means an absolute throwing away of money. They do not | 
render any better service to the public than could be provided by the present 3 
terminals of the Canadian Pacific alone. The Canadian Pacific terminals are : 
capable of handling all the business there, and all the business that will be | 
there for many years. Why has not that matter had your study? And if it has 
had-your study, why is it not reported on? . | 

The Cuarrman (Hon. Mr. Beaubien): Can either of your gentlemen answer | 
that, Mr. Grout or Mr. Walton? a | 

Mr. Grout: I think I shall have to leave that to Mr. Walton. + 

Mr. Watton: I have no answer to make to that, Senator. 4 

Mr. Grout: To my knowledge it has not been studied as a co- operative 
undertaking. 

Hon. Mr. Hucessen: I want to refer to a similar topic with respect to | 
Montreal. Have co-operative studies been made with a view to the abandon- | 
ment of the Canadian National passenger terminal on Moreau street and the | 
bringing of the trains into the Place Viger station? To a layman it looks as | 
if that would be a very easy thing to do. : 

Mr. Watton: No study has been made of that by the Vice- Presidents” | 
Committee. Ei 

Hon. Mr. Caper: Who decides what your committee will investigate? | 

Mr. Wauton: We have been studying these various things that are on this. 
list on our own volition. :| 

Hon. Mr. Cautprr: Why do you not, of your own volition, deal with this | 
Vancouver situation? ie 


[Mr. N. B. Walton.] 
[Mr. H. C. Grout.] 
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_ Mr. Warton: We probably shall, but we have not got to it, in addition to 
_all the other things that are on this list, in a year. 

~ Hon. Mr. McRar: Hope springs eternal. 

Mr. Biagar: Perhaps we had better go over the next four items individually. 
_ They are at D on Exhibit 100, Running Rights and Haulage of Freight without 
line abandonment. The first item is St. Johns-White River Junction. On 
Exhibit 101 the proposal is stated to be that the Canadian Pacific be given 
“running rights over the Central Vermont Railway, and under the heading of 
“Action taken”, it is stated: “‘C.P. study of this proposal indicates that there is 
~ no worth-while economy to be secured”’. 

> The next on the Canadian Pacific report is the same kind of question in 
connection with Sherbrooke and connections with the Boston and Maine and 
_ Maine Central, a proposal with regard to the C.P.R. being given running rights 
over the Canadian National as an alternative to its present route via St. Johns- 
bury, Vermont. The Canadian Pacific study of this proposal indicates there 
is no worthwhile economy to be secured. 

“i The next is the same kind of proposal with regard to Kamloops-Hope, the 
Canadian Pacific to be used jointly for passenger service and the Canadian 
_ National jointly for freight. That matter has been dealt with. 

& The next is the same kind of proposal with regard to Edmonton and Cal- 
_ gary to Vancouver. It is an extension of present co-operative arrangement for 
_ movement of grain to cover all freight traffic as well as making Vancouver the 
point of interchange instead of or in addition to Kamloops. There is a joint local 
committee report of February 7, 1939, recommending against extension of the 
present arrangement, and that is being considered by the joint co-operative com- 
mittee. 

Hon. Mr. McRar: Does that last item, Colonel Biggar, refer to freight 
traffic over the Canadian National? 

(2 Mr. Watton: No, it is a reciprocal arrangement for the movement of grain 
' that originates, generally speaking, in the vicinity of Edmonton and routes Cana- 
dian Pacific short-haul for Vancouver. 

| Hon. Mr. McRas: I suppose in this distribution you take into consideration 
_ the grades on the C.P.R.? 

g Mr. Wauton: No, it is car for car exchange. 

__ Hon. Mr. McRae: You do not take into consideration the grades on the 
“Canadian Pacific and the water grade on the Canadian National? 

Mr. Watton: No, the shorter distance offsets that. 

~. Hon. Mr. McRae: In a way it would, but it does seem to me freight would 
_ be more economically handled in a larger area over the Canadian National water 
grade than over the present grade of the Canadian Pacific. You do not take that 
' Into consideration? 

; 1 Mr. Watton: No. This was a reciprocal arrangement car for car. 

— Hon. Mr, McRar: That is not making the best of the facilities, is it? 

Mr. Watton: That is a question. 

Hon. Mr. McRan: Where is the question? 


be Mr. Watton: I think as long as we can get an exchange of services on a car 
tor car basis and take advantage of the shortest haul, we are going a long way. 
_ Hon. Mr. MoRas: You are going part way. It does seem to me you might go 
fu urther and take into consideration that the wheat in an extended area could be 


__ Mr. Watton: The movement is from Edmonton to Kamloops, Calgary to 
Munson, Calgary to Mirror, and from Edmonton to about half way to Calgary. 
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Hon. Mr. McRazg: You do not katy into seme the ease , of haul? 

Mr. Watton: Yes. 

Hon. Mr. Horsny: Which committee initiates these co-operative move- _ 

ments? f 
Mr. Watton: We work together. 
Hon. Mr. Horsny: Do you have meetings eran 
Mr. Watton: Yes. a 
Hon. Mr. Horsry: What is the idea of fanaa this Joint vice-presidents’ — 
committee? q 
Mr. Wauron: It was thought they would inject a little more impetus. : 
into this co-operation. I think that has been the result. 
Hon. Mr. Horsny: It makes more channels for it to go through. 
Mr. Watton: Yes, but I do not think that slows it up. 

Hon. Mr. Horsry: If you have a meeting of the vice-presidents’ com- f 
mittee you do not call in the co-operative committee? , 

Mr. Watton: We have not done it yet. So far we have had a certain 4 | 
agenda. for discussion and gone ahead with that. a 

Hon. Mr. Hucessen: Mr. Walton, have you an estimate of the saving — 
on that 700 miles? 4 

Mr. Watton: Senator Robinson asked for the equivalent in money of 4 
the 750 miles, which was the grand total of the memorandum I read. The : 
money equivalent i is $674,047 per annum. p 

Hon. Mr. Stncuatr: Divided between the two roads? 

Mr. Watton: Divided equally between the two lines. PN 

The Cuatrman (Hon. Mr. Beaubien): Mr. Walton, last year, if I wndenil f 
stood rightly, from the abandonment of lines we have got a saving of abou : 
$1,700,000. Is that right? | 

Hon. Mr. Murpocx: That was the pooling of train services. 

The CuHarrman (Hon. Mr. Beaubien): No, that was the abandon 

Mr. Biccar: All the co- operative arrangements. i 

The Cuarrman (Hon. Mr. Beaubien): Would that $600,000 be 1 in addition a 
to the $1,700,000, or would it go into that? ie 

Mr. Watton: Some of it will because of the fact that a little. of it dates 
back to 1933, but the majority of these major projects will be in addition to 
those previously considered. - | 

The CHatrmMan (Hon. Mr. Beaubien): You cannot give us an idea og : 
the amount that will be added? 

Mr. Watton: Out of the 750 miles the only things not included are 
the 39 plus 30—69 miles. 

The CuHarrMAN (Hon. Mr. Beaubien): The whole of the $600,000 woul | 
be in addition. oo 

Mr. Watton: Yes. 

Hon. Mr. Murpocx: No, that is not right. 

Hon. Mr. Parent: Gan the situation. 

Hon. Mr. Murpock: The total would now be about $2, 000,000, vod 
not? $1,700,000 plus about $300,000. . 

Mr. Watton: You are speaking of the total of everything accompli 
to date? ; 

Hon. Mr. Murpocx: Under the co-operative nance 

Mr. Bicear: Or agreed to. 

Hon. Mr. Murpock: Yes. 


[Mr. N. B. Walton.] 
[Mr. H.C. Grout.] 
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a - Hon. Mr. Rosinson: Do you apply that to both railroads? 
Hon. Mr. Murpocxk: Yes. . 
The CuHatrmMan (Hon. Mr. Beaubien): Both railways. 

- Hon. Mr. Buack: Divide it up half and half. It runs to about $900,000 
to the C.N.R. and about $900,000 to the C.P.R. Those are the savings up 

to date as I figure them. 
_ Mr. Biccar: Roughly, $2,000,000. 

Hon. Mr. Buacx: Yes. That includes everything which has been agreed 
upon. 
>  #£=Mr. Watton: I was going to say I think we could take the figure of 
‘approximately $2,000,000, if we took this list I read from, which of course 
we are still subject to the Board of Transport Commissioners for approval. 
4q Hon. Mr. Buacx: It does not total quite $2,000,000. That on a 50-50 
i as amounts to $900,000 to each road. 
i 
r. WauTon: Yes. 

Hon Mr. Buack: That is all you have accomplished in five years. 

. Grout: This statement is only in reference to line abandonments. 
Bt Ce not take in other co-operative projects. 
'. Hon. Mr. Buacx: I want to ask a question along that line. We have 
not heard much to-night about additional pooling of trains, 

- Hon. Mr. Danpuranp: There is a proposal for a pooling of passenger 
competitive trains from the Atlantic to the Pacific. 

Hon. Mr. Buack: You mentioned everything you studied in the way of 
aed your passenger train services? 
B Watton: Yes. You appreciate, sir, that first item is a very big 
q a Tt takes only two or three lines on the statement, but it is very wide- 
| ‘spread. 
* Hon. Mr. Danpuranp: What? 
Mr. Watton: Proposed nation-wide passenger competitive train pooling. 
- Hon. Mr. Danpuranp: Have you any idea what it would comprise? The 
C.P.R. give us more details of what it involves. 
Mr. Biecar: That is the one I read. The investigation is thus described:— 
The Joint Co-operative Committee was instructed to undertake 
immediately a study of economics possible of attainment by, and to make 
recommendations in regard to, pooling of competitive passenger revenues 
and services through the elimination of duplicate competitive services, 
es including stations and off-line and uptown ticket offices. 
‘That j is from Exhibit No. 101. 
| Hon. Mr. Ropinson: Are these savings in general made mostly in wages? 
_ Mr. Watron: A big proportion is bound to be in wages, sir. 
_ Hon. Mr. Rozinson: Unemployment. 
» The Cuatrman (Hon. Mr. Beaubien): Sixty per cent? 

_ Mr. Watton: I would think 60 per cent is a fair estimate. 
Hon. Mr. Buack: We have been told we could not effect any savings by 
aalgamation of terminals at Montreal, Edmonton, Vancouver, or Winnipeg. 
the ordinary layman it would look as if we had all the railway terminals in 
mtreal which the present railway system would warrant. When we dis- 
ed that question last year there was no indication that more facilities were 
ured. Now I see from $12,000,000 to $15,000,000 is to be spent in Montreal, 
to reduce, but to increase facilities. I should like somebody to justify that. 
g Hon. Mr. Danpuranp: To justify what? 
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Hon. Mr. Buacx: An expenditure of from $12,000,000 to $15,000,000 for 
additional railway terminal facilities in Montreal. . 

Hon. Mr. DanpurRAND: We are discussing matters which have been studied — 
between the railways since July last, and the question of the terminals in- 
Montreal has not come within the purview of that study. 

Hon. Mr. Buack: It must have come within the purview of a certain group 
of railway people, otherwise they would not have gone on with that expenditure. 

Hon. Mr. Danpuranp: But I say the question to-day is what has been the 
co-operative action of these two railw ays since the Ist of July last. 

Hon. Mr. Brack: Then why not co-operate on the terminals in Montreal? : 

Hon. Mr. Danpuranp: Because Parliament has decided otherwise, and you — 
and myself are bound by Acts of Parliament on this matter. So that in 1929— 3 

Hon. Mr. Buack: That is not answering my question. y 

Hon. Mr. DanpuraANp: One moment. I said it had not been studied by 
them; it is not a matter that has come before them, and it does not affect the 
C.P.R. to- day. The Canadian Parliament has settled as to the Canadian 
National Railways terminal in Montreal; $17,000,000 ‘have been spent on that — 
in virtue of the Act. Under Order in Council they were authorized to proceed 
on that plan, which has been sanctioned by the Board of Trade, the Municipal — 
Council and other institutions of Montreal. The work was suspended because 
of the crisis, and now they are proceeding under another Order in Council to 
give some value to the expenditure of $17,000,000. This has nothing to do with — 
the C.P.R. It is to be the central station of the Canadian National, and Par- 
liament has so decided. 

Hon. Mr. Buack: Orders in Council have been rescinded at times. 

Hon. Mr. Parent: Not after the money has been spent. 

Hon. Mr. Buack: The Government of the day need not have gone on with! 
the expenditure. You are stating the facts. I want to know the necessity. 
Five years have been spent in saving a few million dollars, and now we are © 
spending I don’t know how many million dollars on a terminal in Montreal. 

Hon. Mr. Danpuranp: If you want to ask as to that, I will request Mr. | 
Fairweather, who spoke for an hour or two before the Committee of the Com- 
mons, to put before us the statement he made. a 

The Cuarrman (Hon. Mr. Beaubien) : This Committee has been created iil 


running of the Canadian National. If the expenditure that has been made, and | 
justified by legislation, cannot be touched, what is the use of investigating? All | 
these lines we are dealing with have been authorized by legislation. Every 
error that we made in the past has been sanctioned by legislation. Are we 
going to stop short now because the Montreal terminal has been sanctioned by — 
legislation? ‘i 

Hon. Mr. DanpurAnp: But $17,000,000 have been spent, which are non- 
Pee and it Des been decided He She ie towards giving effect ta the 


Hon. Mr. Bee Then the Gustifdation for spending $17,000,000 more S | 
that $17,000,000 has already been expended. 


Hon. Mr. Danpuranp: The president, I think, and Mr. Fairweather and 
Mr. Walton have during the last week appeared before the Special Committ 
of the, Commons dealing with Canadian National affairs and they can easi 
repeat their statements or bring the printed record of what they said in y oe 
Committee of the other House. coe 

[Mr. N. B. Walton.] 

[Mr. H. C. Grout.] ° 
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= Hon. Mr. Mourpock: Does the order of reference under which this Com- 
ities is working authorize us to investigate the errors or the policies of the 
Government of the day in authorizing expenditures of money, if it has been 
egarded as a legitimate method of salvaging the former expenditure of 
17 000,000. 

_ Hon. Mr. Buacx: We are here to inquire into the railway situation, and to 
find out by what means, if any, we can save the taxpayers of this country some 
money in the operation of the Canadian National Railway system. That is, 
rf rimarily, the object of this Committee. Now, if the Government, or any 
member of the Government or any member of the Canadian National executive 
can show this Committee that by spending $15,000,000 or $18,000,000 in Mont- 
real the Canadian National Railway is thereby going to be enabled to earn more 
revenue, I will be satisfied. Is the building of that terminal going to bring more 
traffic to the Canadian National or the C.P.R.? Is it going to bring more trade 
nto Montreal? Is it going to develop more manufacturing in Montreal? Are 
you going to increase the traffic of the Canadian National Railway by the 
expenditure of $17,000,000? 

Hon. Mr. Murpock: $12,000,000. 


Hon. Mr. Buackx: Did you ever know a government estimate to be lived 


ow 


The only justification for the expenditure is the production of more revenue, 
nd if it will not produce more revenue it cannot be justified to this country. 
he only justification for spending money on the people’s railway is that it will 
ing something of value to the people, and the only thing of value you can 
ring to the people is increased traffic and employment. It is said that 40 per 
ent will go to the relief of unemployment, but you are going to load oe people 


nth interest on $15,000,000 or $20,000,000 for all time to come. 

~ Hon. Mr. Danpuranp: I draw attention to this situation. The shareholders 

f the Canadian National Railways are represented by Parliament, more 
specially by the members of the House of Commons. The budget and estimates 

and the annual report of the Canadian National Railways have been submitted 

a Special Committee of the House of Commons, as representing the people 


n National Railways have presented their report and have explained why the 
a is to continue on the terminal. I wonder, ioearns if it is proper for this 


1e. I shall be glad to fe before this Committee the whole of the statement 
every official of the Canadian National Railways which was made to the 
al Committee of the House of Commons, or the officials can do so, if you 


Hon. Mr. Buacx: May I ask whether in that report it was indicated that 
y particular revenue would come from this. 


Hon. Mr. Danpuranp: My honourable friend will find in the report and 
the statement made the substantiation, and the explanation and justification. 
Hon. Mr. Buacx: I did not find it. 

Hon. Mr. Danpuranp: Those statements can be produced here, or, if the 
mittee decides that it would be proper for it to be repeated word for word, 
can be done. I am convinced that the officials had een. statements 


Iti is all very Ayal to say that the Soar Bonin is a large one. Montreal 
very large city, with over 1,200,000 people, and it has raised its voice in 
our of this project. I have a list of all the institutions in Montreal agreeing 
he sanction of this scheme. Surely my honourable friend does not think an 
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hence es of some $30,000,000 or $40,000,000 was demane eho first 
being seriously examined. It was examined, and my honourable friend voted 
for the Act. It passed the two Houses. $17, 000,000 has been spent on this 
scheme, and the Canadian National decided in 1937 that things appeared to be 
better, and that they should take advantage of that expenditure. q 

It is not for me to go into the details, but if my honourable friend and. 
the Committee desire the officials and directors of the Canadian National Rail- 
ways to appear before this Committee so that they may be examined as to 
the expenditure, there is no difficulty as to that; but as I have said before, al 
that is in printed form and can be produced before this Committee. 

Hon. Mr. Buack: That is all very satisfactory as far as it goes, but I shall 
have something to say about that expenditure in another place at an appropriate 
time. Conditions to-day are entirely different from what they were when the 
project was first thought of, so entirely different that in the mind of the ot 
individual there does not seem to be any justification. 


Hon. Mr. Danpuranp: I ask my honourable friend to read what took. 
place in the other Committee. x 
Hon. Mr. McRas: I do not think we want to go into the question of the 
Montreal terminal here. 


Hon. Mr. Cauprr: Hear, hear. a 


Hon. Mr. McRas: Couedanee has been expressed in the possibility of 
savings being made under co-operation. I have no confidence in that at all. 
It has been said that we have passed the crisis. I think we are just in the midst 
of it, and it does seem to me an affront to co-operation to go on with the new 
terminal at this time when we are in the midst of an effort to solve the railway 
problem. oS 
Hon. Mr. Danpuranp: We passed all this in 1929. Bc 


Hon. Mr. McRar: In business if we put $17,000 into a hole in the | 
ground and find we made a mistake, we do not put another $17,000 in. 
quit, and fill up the hole. And that is pretty sound in the railway busi 
too. We are going to have a lot of holes to fill in on this before we 
through. ey. 

Hon. Mr, Danpuranp: I would suggest that before you make up y 
mind definitely you examine into the question as it was ee in tl 
House of Commons committee. 

Hon. Mr. McRar: By your argument. to the board of as and o 
organizations in Montreal is exactly along the same lines as that of my frien 
Senator Haig and other senators from Manitoba with respect to consolida 
of the Winnipeg terminal. It is ‘a matter of local interest. But we shall ne 
settle this problem on the basis of local interest. It has got to be dealt w 
in a big way. We have got to do what we think is right for the country, 
Canada as a whole. That will displease a lot of people, but in the end it : 
what will have to come. Local boards of trade will want certain things key 
on, but they do not represent the whole of Canada. If I may be permitted 
say so, what is being done in Montreal is an affront to co-operation, parti 
larly at this time when we are trying to develop co-operation, in which, fran 
I have no confidence whatever. a 

Hon. Mr. Danpuranp: I think if you will go into the matter you 7 
find that the possibility of co- operation on this, as between the Canadia 
Pacific point of view and the Canadian National interest, was exhausted 
long time ago. 

Hon. Mr. McRar: Then you give up co-operation, so far as Montrea 
— concerned? 
[Mr. N. B. Walton.] 
[Mr. H.C. Grout.] 
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Hon. Mr. Danpuranp: I speak of the needs of Montreal which we are 
sxpecting to be met, and which the Canadian National can justify and will 
justify in your eyes, I am quite sure. 

_ Hon. Mr. McRaz: Looking at Montreal in the same way as I look at 
ny own city of Vancouver, it did seem to me, of course, that the Canadian 
National station was no longer suitable, but I felt that the Canadian Pacific 
station was sufficient to serve both roads. 

4 Hon. Mr. Danpuranp: But that idea has been rejected absolutely. 
Hon. Mr. McRaz: We are not through with co-operation yet, are we? 
Hon. Mr. Danpuranp: That was rejected in the Palmer report, and 
Parliament acted upon that. And some $17,000,000 has been spent. 

-_ Hon. Mr. McRaz: And you are going to throw away $17,000,000 more. 
Let us see if we cannot work this thing out. 

Hon. Mr. Danpuranp: That is settled, and this is not the moment to say 
that Windsor street station should be a joint terminal. We will not reopen 
hat question in 1989, surely. 

' Hon. Mr. Catppr: As a matter of fact, we are only pawing the air, that 
is all. As Senator Dandurand has stated, the Government of the country 
have taken a certain stand, as a matter of policy. and they have decided that 
this work shall go ahead. The money for it is in the estimates, and the 
sovernment have a majority in the other House. The expenditure will be 
proved there, and it will not be thrown out of the Senate. 

_ Hon. Mr. Murpocx: And we have nothing to do with the spending of 
money. 

Hon. Mr. Caner: What is the use of discussing it? We might as well 
accept that feature of the situatYon as a matter of settled policy, at least for 
e time being. Nothing can be done about it. But we have two witnesses 
fore us. At any rate, they have heard a very interesting discussion. The 
estion we have to ask them is whether or not they have considered this 
utter from the co-operative standpoint, and whether they have done any- 
hing about it. That is all they can deal with. 

Hon. Mr. Murpocx: By all means let us have that. 

_ Hon. Mr. Danpuranp: We are dealing with co-operative schemes that 
have been discussed since the first of July. This Montreal terminal question 
‘not come up since the Ist of July, because it was discussed and settled by 
rliament in 1929. 

' Hon. Mr. Cainer: But on the other hand, if my reading is correct, 
oth railway companies have approached the question of a joint terminal 
ontreal. 

- Hon. Mr. Danpuranp: Oh, no. 

Hon. Mr. Caupsr: I thought they had prepared estimates. 

Hon. Mr. Brack: It was discussed last year, Senator Dandurand, in 
\A this committee. 

_ Hon. Mr. Cauper: I will ask the question of the witnesses. Has your 
perative committee at any time had under consideration the question of 
joint terminal at Montreal? 

_ Mr. Watton: No, sir. We have not, and it is not on this list for that 
ason., 

Hon. Mr. Cauper: Do you answer the same way, Mr. Grout? 

Mr. Grout: The Canadian Pacific has never participated im any study 
nything in connection with the new tunnel terminal station. The Joint 
perative Committee did consider the use of Windsor station to take care 
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of passenger traffic on both lines, and that was reported on, I think, before 
this committee last year. 


Hon. Mr. Buack: Yes, that the question of using Windsor street station 
had been considered. . 


The CHatrMAN (Hon. Mr. Beaubien): The resolution that preated this ; 
committee is very wide. I do not need to read. it. We have been asked to try | 
to ascertain some means by which we can relieve the country of a very serious © 
railway condition, that is all. I understand that we have gone through virtually ~ 
the whole history of our railways since 1919. That is a long time ago. We have — 
discussed a whole lot of lines that were sanctioned by Parliament over. a period 
of years. I remember one year when there was a:bill for 25 lines. We stopped — 
it in the Senate, but they all came in afterwards and we passed those lines. 


‘Hon. Mr. Danpuranp: And many of them are on the map. 
Hon. Mr. Haie: In red. 
Hon. Mr. Danpuranpb: Good feeders, perhaps. 


The CuHatrman (Hon. Mr. Beaubien): We have not hesitated to inquire 
whether these lines are efficient or not, whether we can find some means of econo- — 
mizing on the operation of them. Now we are face to face with the terminal — 
at Montreal, and we are told we cannot touch that because legislation has been ~ 
passed about it, because the Government have decided to do such-and-such a 
thing. If we go on that principle we might just as well disregard all the work we — 
have done up to now, because everything we have discussed has been sanctioned — 
by law. Just reflect for a moment. We have spent two and a half-hours here ~ 
to-night trying to scrape together a possible $600,000 of economies, or half of — 
that, but when we come to this matter of a $12,000,000 expenditure that is going 
on in Montreal—it is not spent yet, not lost yet—we are told we cannot inquire ~ 
into it, cannot inquire whether it might be possible to save two or three or four — 
or five millions out of that. What is the reason? Is it because the Board off ‘ 
Trade of Montreal approved of that in 1921? ea 


Hon. Mr. DANDURAND: 1929. 


The CuHarrMan (Hon. Mr, Beaubien): Everything that has been done by. 
the railways has been approved. Look at the map. ‘ 

Hon. Mr. Murpocx: There is another important feature— Bs 

The Cuarrman (Hon. Mr. Beaubien): I will finish, and I will not allow 
interruption. 

Hon. Mr. Rosinson: I By ahi you were a chairman. 

The Cuarrman (Hon. Mr. Beaubien): I am a chairman, but unfortunatels 
my friend has put a question to me, and that opened an attack. I am going 
to conclude. It seems to me that it would be very difficult for us to justify to 
the public a stand of that kind, a refusal to investigate this matter. But I think 
it would be very unjust to hear the Canadian Pacific only on the point and not | 
allow the Canadian National to speak in justification of their conduct. _ | 

Hon. Mr. Danpuranp: I would not allow the Canadian Pacific to poke 
nose into the Canadian National terminal in Montreal. That concerns the int 
est of the ea National Railways system and not the Canadian Pacifi 2 
railway. 

The Cuairman (Hon. Mr. Beaubien): It will not be the Canadian Pacill 
who are poking their nose in; it will be this Committee, representing the nati 
that will poke its nose into its own business. 4 

Hon. Mr. Murpocx: Mr. Chairman, surely these are brand new regulatio 
being promulgated by the Chairman of this Committee, who for the last t 


[Mr. N. B. Walton. ] 
[Mr. H.C. Grout.] 
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railways. 

~The Cuatrman (Hon. Mr. Beaubien): Yes. 

Hon. Mr. Murpocx: Now, there is something more than a resolution 
from a board of trade involved in the Montreal terminal, and that is a system 
of government that has been in effect ever since Confederation, whereby the 


P money, and the regulations oe the Senate provide, in effect, that it is none of our 
business. But my honourable friend— 


Hon. Mr. Hata: What is your authority for that last statement? 


Hon. Mr. Murpocx: Read the Rules and Regulations and you will find out 
what authority we have with money bills. 


Hon. Mr. Hata: We can throw them out, if we wish. We can ree money 

bills. 

Hon. Mr. Murpocxk: Yes, we can reject them. But when a money bill is 

passed it is the elected representatives of the people who accept the blame or 

the credit. 

a Hon. Mr. Srncrair: And initiate the proposals. 

_ Hon. Mr. Murpocx: Yes, I realize that my honourable friend, one of the 

| chairmen of this Committee, who has been in season and out of season, day and 

ight, pressing the claim for unification, would be glad to have the Govern- 

“ment say “Oh, yes, make Windsor street terminal the union terminal for Mont- 

real”. If my honourable friend knew more about the characteristics of Montreal 

| and the impossibility of making Windsor street station a union terminal, he 

would not be arguing that way. I say right now that it is a physical impos- 

ibility for Windsor street station to be a union station, without an enormous 
pense and a great deal of extra mileage in order to run Canadian National 

rains into that station. . 

_ My friend Senator Black asks: Are we going to get any additional 

revenue? Is that, in this day and age, all that is involved. Is my honourable 

friend not ready to admit that the low-grade lines of the Canadian National 

right down through an important part of Montreal are out of date, that they 

have got to be raised, and that it will be a money-saving undertaking, in many 

tespects, to raise those tracks? They have got to be put up on stilts over that 

viaduct that is already prepared for. | 

‘S My friend the Chairman is insistent that we should take that into con- 

sideration and stop what is going on. What for? For the only purpose, it 

i s to me, of bringing about unification, of working towards unification. 

onally, I think our friend the Chairman has gone a little too far in pressing 

me of his views before this Committee, and insisting that we do this, that, or 

e other thing. 

The CuarrMAn (Hon. Mr. Beaubien): Well, gentlemen, I just want to 

one thing— 

Hon. Mr. McRar: Mr. Chairman, I move we proceed. 

Hon. Mr. Batuantyne: Mr. Chairman, I am not a member of the Com- 

ttee, but may I be allowed to ask Senator Dandurand a question? : heard 

m say that the Board of Trade of Montreal approved this scheme. I think 

had reference to 1929. 

~ Hon. Mr. DanpuraNnp: Yes. 

Hon. Mr. Battantyne: I do not think they have approved this last 

me, have they? 

Hon. Mr. Danpuranp: It has not been submitted to them again. 

Hon. Mr. BauuantyNe: I did not think so. 
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Hon. Mr. Danpuranp: But if they studied what took place in 1929 t y 
would find that the Windsor station idea was discarded as something that could 
not stand examination. A very eminent engineer from London, who came here | 
at the request of the Government, made a complete study of it and discarded 
the Windsor street station as being an impossibility. 


Hon. Mr. Hate: Might I ask Senator Dandurand a question, Mr. Chair id 
Bian pei. 4 
The CHatrrmMan (Hon. Mr. Beaubien): Certainly. i 
Hon. Mr. Haic: Do I understand that about $17,000,000 up to date hi 5 
been spent? 
Hon. Mr. DanpurANnpD: Yes. 
Hon. Mr. Hata: And from $12,000,000 to $15,000,000 is to be spent? 
Hon. Mr. Danpuranp: Yes. Not to-morrow, but over two or three years. 
Hon. Mr. Haig: Will that complete the undertaking? 


Hon. Mr. DanpuRrAND: It is a limited or reduced scheme, I think, based 
upon the general one. a 
Hon. Mr. Hata: I do not want to go into what the House of Commons ; 
Committee considered. I should like to have somebody from the C.N.R., say 
the engineers and president, tell us that under: the new scheme if we spend 
$12,500,000 we shall have a complete station in Montreal. I do not want 0 
see ‘here what happened in Saskatoon. There they spent about $3,000,000 on a 
hotel which does not pay for elevator service. - 


Hon. Mr. DanpurAND: Who among the Canadian National officials here’ 
ean explain the situation and the scheme that will be developed under the 
$12,500,000 vote that has been mentioned? 
Hon. Mr. McRar: I think Mr. Fairweather ought to explain that. 
did so before the committee. : 
Hon. Mr. Hate: The trouble is his are all estimates. He paints a dand 
picture. I want a man who is an engineer and will stake his reputation on 
fact that that expenditure of $12,500,000 will give us a complete station 1 
Montreal. el 
Hon. Mr. Parent: No man can do that. 
Hon. Mr. Danpuranp: Can you answer, Mr. Fairweather? 
Mr. FarrweAtHer: I can speak to that. In doing so I am not giving my 
estimate, but the estimate of the chief engineer of the Canadian National Rai 
way Company. M 
Hon. Mr. Hata: Let him come and do it. 


Mr. Fatrrweatuer: Unfortunately Mr. C: B. Brown is ill. 

$12,600,000 is estimated by the chief engineer as being sufficient to provid 
the passenger facilities in the central terminal area, the viaduct approach 
the Victoria bridge, the connection from that viaduct to the Turcotte yard, 
electrification which is necessary for the operation of the station, and the elec 
locomotives which are necessary also for that purpose, and in addition the n 
coach yard which will be necessary at Pointe St. Charles. In other words 
$12,600,000 is the estimated total cost of the changes in the facilities necess 
to provide passenger facilities and all other accompanying auxiliary servi 
at the present level of traffic and as envisaged in the reasonably near fut 
If and when substantial increases in traffic come, there would necessarily h 
to be some additional expenditure. 


Hon. Mr. Murpocx: What about the Moreau street station at the east end 
Mr. FarrwratHer: The Moreau street station as a station would rema 


na Mr. Parent: If you can call that a station. It is not worth anyth 
to-day 


[Mr. 8. W. Fairweather.] 
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Mr. FAarRwEATHER: The trains which now operate into Moreau street could 
‘operate into the new station. 


Hon. Mr. Hate: What is the $50,000,000 estimate to cover? 

i Mr. FarrwratHer: The difference between the two estimates is that the 
present plan is on a substantially modified basis and provides for the actual 
requirements under present day conditions. The $50,000,000 estimate was on a 
much larger scale and provided certain facilities, which are not considered as 
‘+ necessary under present day conditions. The station is not so large, has not 
as many station tracks in it, and it is on a more modest scale than the original 
plan; also, certain belt lines are omitted from the revised plan. 

Hon. Mr. DanpurAND: Who was heard before the Special Committee of 
the House of Commons on this matter explaining the situation? 


- Mr. FarrweatHer: I was there with the president. I gave the particular 
' evidence with regard to the Montreal terminals. 


a Hon. Mr. Danpuranp: All that has been printed? 
be Mr. Farrweatuer: Yes. 


Hon. Mr. Hucrssnen: I saw some very good maps in the Commons Railway 
Committee room. 


Mr. FairwEatHer: Yes. I am authorized by the president to say that if 
the committee desire those maps put up, it will be done. 


Hon. Mr. Cauprr: It seems to me, Mr. Chairman, if we are to go into this 
- matter we ought to do it systematically. I do not take the view that this com- 
_ mnittee should not consider the question, but I do say this. No matter how much 
we consider or what conclusion we may come to, the expenditure will go on, 
| because Parliament is dealing with the matter, and I have not any doubt in 
"my mind as to what Parliament will do in so far as the vote is concerned. On 
“the other hand, I am inclined to take the view that both the chairmen and 
Senator Black have taken. The purpose of this committee is to ascertain, if 
possible, how economies may be brought about, and there is no reason in the 
world why we should not consider this question, although at the present time 
3 it does not look as if there was any possibility of anything being done to stop 
these expenditures. But we must remember that while the Government have 
the power to carry this vote through Parliament, they have got to go to the 
people. 
Hon. Mr. Danpuranp: They know it. 


Hon. Mr. CaupEr: They know it, yes; and we should know it, and we have 
__a duty to the public to inquire into the fact as to whether or not this expenditure 
| ‘should have been saved. That is the duty, I say, of this committee. Now, if 
fr q re are to go into it I should like to see Mr. Meighen here. I am sure he is 
it ntensely interested. And if we are to go into the question of the Montreal 
terminals at length, we should do so sy stematically and have the proper wit- 
1 1esses here at the time so that we may consider the question in all its bearings, 
no mattter how long it may take. 


Hon. Mr. Danpurann: Do you suggest we should reopen the whole 
B tion that was decided in 1929 as to the— 


Hon. Mr. Caper: I do not put any stock in that argument at all. The 
Be sitions now as compared with those in 1929 are entirely different. Then 
Wwe were at the peak of prosperity, we thought nothing of passing around 
millions upon millions of dollars. But that is not the situation today. Because 
Parliament in 1929, at the height of our prosperity, when we had all kinds 
of money, decided to go ahead with that terminal, and because, incidentally, 
Board of Trade of Montreal backed them up, ‘that is no reason why we 
I = not change our view as to what is me proper thing to do at this time 
- 70962—6 
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when conditions are entirely different. Do not make any mistake. If things 
break loose in Europe—and we are all anxiously watching the developments 
every day—what will be the situation three or five years from now? Well, I 
think we all have at least some little conception of what conditions are goin 
to be, not only in this country but in every country throughout the world. 
There will then be no talk of any expenditure of this kind, none at all. 

My point is, if we are to go into this question of the Montreal terminal 
facilities, and the justification for proceeding with this expenditure, then we 
_ should do so systematically, with proper witnesses to give us the evidence 
we require and, I repeat, I should like to see Senator Meighen present when. 
that takes place. , 

Hon. Mr. Buack: I would suggest we leave this matter stand for further: 
consideration. Perhaps in this next item— 

Hon. Mr. Haia: I think we ought to adjourn. It is getting late. 

Hon. Mr. Buacx: Perhaps this $15,000,000 put into the Montreal a 
minals may be saved by the elimination of duplication of telegraphs and that 
kind of service. Perhaps that can be demonstrated. 

Hon. Mr. McRarg: I think we can finish it all in a few minutes. I should” 
like to ask a few questions about the express and ticket offices, and ae would 
complete their testimony. 

Mr. Biccar: The only remaining two items on Exhibit No. 101 are ona 
last two under the heading of Miscellaneous. The first is in regard to tele- 
graphs. The statement is that the possibility of territorial withdrawals by ong 
company where duplicate telegraph offices exist, or alternatively the establish- 
ment of joint telegraph offices, is now pee studied. I am reading from the 
exhibit. 

Hon. Mr. McRaz: You have been aya dane that for five years. What 
ahs have you made? & 
. Watton: On the general question of embodying the two telegraph 
Denis we have not been able to get anywhere because of legal and other 

~ questions involved. They are simply beyond us. 

Hon. Mr. McRaz: You have to report no progress? 

Mr. ira ee ia 


possibilities? — 
Mr. Wauton: No. 
Hon. Mr. McRaz: Now, city ticket offices—any progress there? 
Mr. Watron: They are a part of the passenger train pooling study, which | 
was the first item on this list. a | 
Hon. Mr. McRan: That is still undetermined. We had that up a 
years ago. There is no progress there. 
Mr. Watton: That is right. Me 
Hon. Mr. McRar: You still maintain that swell office on Fifth Avenue, 
New York? . 
Mr. Wauton: Yes. We 
Mr. Biacar: The remaining item is in regard to the Vancouver hotel 
and it is simply a report. There is an agreement, dated July 28, 1938, between 
the two railways, by which the Canadian Pacific will close its hotel when the. 
new Canadian National hotel is completed, and the latter will be operated | 
jointly by the two railways through a new company. H 
Hon. Mr. McRar: The joint hotel will be operated on the 25th of ‘— 


[Mr. N. B. Walton.] a 
[Mr. H. C. Grout.] 
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Hon. Mr. Brack: Can the two witnesses indicate what may be saved 
by - the elimination of duplication in telegraphs? There are, we admit, legal 
H difficulties, but they can be overcome if a real effort is made. Can we get any 
information along that line? ‘ 


Mr. Biacar: A million dollars. 
Hon. Mr. Buack: No effective work has been done so far towards that? 
Mr. Watton: No, sir. 
Hon. Mr. Danpuranp: Have you anything else, Mr. Walton? 
Mr. Watton: No, sir. 
ek Mr. Danpuranp: Have you, Mr. Grout? 

wiGROUT: ONO, air, 
if aa Mr. Danpuranp: I had a conversation with our counsel, Mr. Biggar, 
‘and told him that we had the Banking and Commerce Committee tomorrow 
‘which would occupy us the whole morning, and he hag an engagement else- 
where, so we had agreed that we should adjourn to Tuesday next. 
‘ Hon. Mr. Horsny: Tuesday morning or Tuesday evening? 


. Hon. Mr. Danpuranp: The Senate will sit on Monday evening, so we will 
be in a position to have a meeting of the Committee on Tuesday. 


Now, we have not decided whether we will ask the Canadian National 
_ railway officials to give us the statement, either orally or in printed form, which 
_ they made before the Special Committee ‘of the House of Commons in connection 
with their annual report, which includes the amount which is being spent on the 
continuation of that work called the Montreal Terminals. Should we ask the 
officials who appeared before the Committee of the Commons to appear here 
on Tuesday or shall we put into the record what has already been stated in the 
House of Commons Committee? 

Hon. Mr. Brack: I suppose they have nothing more to tell us. Have they 
any additional information to give us? 

_ ~- Hon. Mr. Danpuranp: I do not know. 

+ Hon. Mr. McRaz: Mr. Chairman, I do not think it is necessary for us 
_ to have these officials here, because if ‘their evidence is already in Date that 
_ should be ample for us. 

Hon. Mr. DanpurAanp: Then we could ask our secretaries to obtain copies 
of that evidence for distribution among the members of the Committee. 


Hon. Mr. McRar: That would be very good. 

i Hon. Mr. DanpurAnp: Then we could decide whether we need any more 
- Information. 

Hon. Mr. Buack: If we want further evidence, we can ask for it. , 


_ The Cuatrman (Hon. Mr. Beaubien): The only question is whether the 
building of a joint station will save money. The purpose of this investigation 
s to find whether we can save money. . 

_ Hon. Mr. Danpuranp: When my honourable friend reads the statement 
I think he will find that that project has been set aside absolutely—the question 
of a joint station— 

_ The Cuarrman (Hon. Mr. Beaubien): Are you going to have ex parte 
evidence on that point? 

_ Hon. Mr. Danpuranp: If my honourable friend thinks that we should go 
into this question with experts, and examine into the possibility of using the 
Windsor Station as a central station, I am afraid we will be here for some 
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> Hon. Mr. Hare: I think the sige dane that 1 we should get this evident 
is a good one. If we are not satisfied after looking it over, we can say so, and 
can hear further evidence. 


The Cuamman (Hon. Mr. Beaubien): From the C.P.R.? 


Hon. Mr. Danpuranp: Then you open the ‘struggle between the Canadial 
Pacific and the Canadian National as to the advisability of making use of the: 
Windsor Station or of going elsewhere. 


Hon. Mr. Buacx: I do not take that view at all. It was not in my mi 
that we were going to use the Windsor Station for a terminal. The question is’ 
just one of whether the expenditure is justified at the present time. I do not 
think we can get any further. The Government have made up their minds to ~ 
spend the money, and we in this Committee cannot upset the Government, and 
we are not going to change their views. All I want to do is to express my own 
opinion on the usefulness or otherwise of that expenditure. 

Hon. Mr. Danpuranp: There is something in that statement which is not 
quite accurate. It is the Board of the Canadian National Railways that hag 
decided to proceed with the development of the terminal, and they have sub | 
mitted their decision to the Minister of Railways. 

Hon. Mr. Buacx: I just used your own expression when I said the Gov- 
ernment had decided. 

Hon. Mr. DanpurRAND: It has se to the request of the Board of thal | 
Canadian National Railways and has said that it would. contribute its share 
towards the continuation of that. work by giving the amount of money that will | 
be required for the labour. Everyone will admit that if we are going to spend 


A o. 


money in public works for relief we should at least do so in such a way as to | 
benefit the country. 


0 a 


The Committee adjourned until Tuesday, April 25 at 10.30 a.m. a 
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EXHIBIT No. 99 
Tue ALL-CANADIAN CONGRESS OF LABOUR 
Le Congress Canadien du Travail, 
; 230 Laurier Avenue West, Ottawa, Canada, 
¥ Ottawa, April 13, 1939. 
olonel O. M. Biaear, K.C., 
ctoria Building, 
tawa, Ontario. 


ar Colonel Bicear: 


The remark made by you in the course of Mr. Burford’s examination hefire 
he Committee on March 30th, and reported at page 164 of the proceedings, to 
> effect that I had made it clear in my evidence that the All-Canadian Con- 
press of Labour was “in favour of something in the nature of Communism ” 
may, I fear, give rise to a misunderstanding which I should be glad to 


The term “ Communism ” is frequently used as implying violent revolution- 
y action and dictatorship such as is in effect in Russia. To anything of this 
ind the Congress is unalterable opposed, as indeed I indicated in my evidence. 


e actual proposals made by the Congress are accurately and fully set out in 
2 submission I made to the Committee, for example at page 150. 


Yours very truly, 


oS (Signed) NORMAN S. DOWD, 
P Secretary-Treasurer. 
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the Honourable C. P. Beaubien, K.C., 
Joint Chairmen 


CONTENTS 
Discussion re Montreal Terminals. 


WITNESSES: 


M Mir. E. P, Flintoft, K.C., General Counsel, C.P. Ry. 

| Mir. H. B. Chase, Assistant Grand Chief Engineer and Dominion Legis- 
ativ ee enlanive Brotherhood of Locomotive Engineers. 

M r Harvey H. Black, Financial Publisher, Montreal. 

ce? 


EXHIBIT: 


No. 102. Evidence adduced before House of Commons Committee on 
ilways and Shipping, April 18, 1939, re annual report C.N.R. and C.N.R. 
sition wth regard to Montreal Terminals. 
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; ORDER OF APPOINTMENT 
(Extracts from the Minutes of Proceedings of the Senate for March tA 


Resolved,—That with a view of completing the inquiry pursued d 
last session by the Special Railway Committee of this House, and prepa 
and submitting an adequate report on such inquiry, this Special See 
be re-appointed with a view to inquire into and report upon the best x 
of relieving the country from its extremely serious railway condition. 
financial burden consequent thereto, with power to send for persons, 
and records and that the said Committee be re- -appointed with the sa 
sonnel and, therefore, that it consist of the Honourable Senators Be 
Black, Buchanan. Calder, Cantley, Coté, Dandurand, Graham, Haig, Hu: 
Horsey, Jones, Hardy, McRae, Meighen, Murdock, Parent, Robinson, SI 
and Sinclair. q 


MINUTES OF EVIDENCE 


THE SENATE, 
Turspay, April 25, 1939. 


The Special Committee reappointed to inquire into and report upon the 
t means of relieving the country from its extremely serious railway condition 
financial burden consequent thereto met this day at 11 a.m. 


~ Right Hon. George P. Graham and Hon. C. P. Beaubien, Joint Chairmen. 


Hon. Mr. Danpuranp: Mr. Chairman, when the committee adjourned last 
eek it was decided that the evidence adduced before the Railway Committee 
he Commons should be distributed to the members of this comntittee, as it 
t with the whole problem of the Canadian National terminal at Montreal. 
my part, I added that if any further questions: were to be asked in regard 
that matter, of course the Canadian National officers would be at our dis- 


That evidence was distributed on Saturday, but did not reach several mem- 
s of this committee until yesterday. I do not know whether they have had 
e to read it. If not, we could defer consideration of the question until to- 
row or the day after, for it is important in order to shorten our work and 
ble us to reach a conclusion that this committee be satisfied as to the stand 
he Canadian National in proceeding with the work on the Montreal terminal. 
Besides, I have received from Mr. Biggar a copy of 4 letter addressed to 
oint chairmen, asking to be excused to-day and suggesting that the two 
emen from the Railway Labour Employees be heard. They have been 
ig to reply to the statement made by Professor McDougall of Queen’s 
ersity. Mr. Black is also here. He has been invited to give us his views 
ie railway problem. I have read his memorandum and find it most infor- 
tive as to the reason for the present state of the Canadian National and the 
dian Pacific. 

Iam in the hands of the committee as to what we should proceed with. If 
members generally have not yet read the evidence taken before the Com- 
, Committee, it seems to me it would be advisable, in order to avoid duplica- 
that the members of this committee should read that evidence before we 
de whether we will go further into the examination of the terminal question 


fon. Mr. Hata: Mr. Chairman, I received the evidence on Saturday and 
it. Apparently there was a map before the House of Commons Committee, 
without that map it is very hard to understand the evidence. Of course, 
-in Montreal familiar with the district could follow it, but to an outsider 
very difficult to appreciate the evidence without having the map before 
There seems to be a desire that this matter should be brought before the 
nittee. If the committee decides to proceed further into the examination 
the terminal, then surely the Canadian National will furnish the map that 
was on the wall for the other committee. 
Hon. Mr. Carper: Mr. Chairman, I received the AE in question © 
read a great deal of it. I must say, very frankly, that large portions of it 
exceedingly technical. 
Hon. Mr. Danpuranp: That I recognize. 
on. Mr. Cauprer: To ask this committee of laymen to examine into the 
jaeeuracy of all the statements contained in that evidence is asking too much, I 
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Tien Mr. Danpuranp: I am not asking that? ; Bet 

Hon. Mr. Cauper: We are not equipped to do it. We have before us of 
side of the story. I think all will admit there are two sides to the story, and & 
proper examination of that question as to its sides can only be made by hearing 
the two sides who are thoroughly acquainted with all the technicalities of tk 
situation. We cannot do it alone. To me that evidence which was given if 
the other committee means nothing, or practically nothing, because I am 
im any way equipped to follow the statements and arguments made there. 
I say this, briefly, that if we are going into the question of the merits or deme 
of the Montreal terminal, there is only one way to do it, and that is throug 0 
experts. 

Hon. Mr. Danpuranp: Through experts, appearing where? 

Hon. Mr. Cauprr: Right here. Have the Canadian Pacific witne 
here and they will analyse that situation from their standpoint, as the ot 
parties have done it from their standpoint. 

Hon. Mr. Harpy: Hear, hear. 


Hon. Mr. Danpuranp: On what question, on the opportunity of having a 
union station in Montreal? : 


Hon. Mr. Caper: Yes, exactly. 

Hon. Mr. Danpuranp: Well, I have not that sentiment. 

Hon. Mr. Catprr: In other words, Senator Dandurand asks us to do 
To accept the statements made by one railway company. I say that is wh 
asks us to do, because I repeat that this committee, on account of lace. 
experience, is not equipped to decide as to whether or not the argum 
advanced elsewhere are sound or not. 

Hon. Mr. Harpy: You mean, Senator, the members of the Committee ar 
not qualified to express an opinion on it? 4 

Hon. Mr. Cauprr: No, they are not. 

Hon. Mr; ees cae Of peor not. 


be beer fri ified ify we cae oe one eee 


Hon. Mr. Danpuranp: I will try to explain the situation clearly. We 
been asked to make a special study. While we were making it, and in 
months, the Canadian National Railways board decided to proceed with | 
development of their own terminals in Montreal. They passed a resolutio: 
that effect and they asked the Canadian Government if they would be dispo 
to: contribute to a certain extent to the work, by furnishing their share of 
money for the unemployed. The Government decided that out of the am 
- voted for relief they would contribute 40 per cent of the expense which y 
be entailed in that terminal. With that endorsation, the Canadian Nat 
proceeded upon this work, which had been suspended for some years. On 
not forget that the Canadian National terminal and the tunnel are facts, 
the terminal has been used and is now in use by the Canadian National. 

Now I will try to answer my honourable friend Senator Calder. Th 
terminal for the benefit of the Canadian National, and we are not emb 
upon what might be called a union station except in the sense suggested b: 
Frederick Palmer, that it be arranged in such a way as to serve as @ U 
station whenever the Canadian Pacific desires to utilize it. The whole que: 
of the union station was grappled with in 1927, 1928 and 1929. The Cana 
National made plans, backed by its own engineers. The Canadian 
brought in two experts from the United States to examine into its own sus 
- tion of making Windsor station a union station. The Hon. Mr. Dunning, 
was then Minister of Railways, faced with these various plans, had an. 

of high standing in Great Britain called in, virtually as an arbitrator to_ 
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etween the plans. After a minute examination, the British expert discarded 
e Windsor street station absolutely and said that if a union station was ever 
tablished it should be the terminal station, to which the Canadian Pacific could 
henever it deemed it in its interests to do so. Mr. Smith, the American 
rt for the Canadian Pacific, studied the question and decided there was 
ssibility of utilizing Windsor street station, by spending some $20,000,000 to 
e it possible to bring trains uphill from Bonaventure station to the level of 
dsor station. The other expert who studied the situation for the Canadian 
fic was, if I am not mistaken, Mr. Ear] Stuart, and he came to the conclusion 
e should be no union station in Montreal, that the Canadian Pacific was 
ly equipped with its terminals at Windsor street and Place Viger, and that 
e Canadian National could lift its rails upon a bridge to reach a terminal 
on to be built for the Canadian National where Bonaventure station is. 
problem was studied minutely by the British expert, and he clearly dismissed 
e idea of the Windsor station for a union terminal, because of its geographical 
sition. It could only meet the needs of the West, and not those of the north, 
e east and south. . 
- Hon. Mr. Cauprer: After the statement that has just been made, what I 
ot understand is why the possibility of a union station at Montreal should 
e considered at all. If all that is true, why should the Canadian Pacific come 
nt g at this stage and say that a mistake is being made? 
Hon. Mr. Danpuranp: I draw a line as between the absolute needs of the 
adian National to-day of developing its own terminal and the bringing 
pward again of the old scheme of the Canadian Pacific, based on the utiliza- 
m of Windsor station. The Canadian Pacific want to turn the clock back to 
. In 1929 Sir Frederick Palmer reported that Windsor station could not be 
union terminal. 
- Hon. Mr. Canper: And so did one of the Canadian Pacific experts, you 
49 


Hon. Mr. Danpuranp: Yes. So I say this is not the moment to bring up 
le question of a union station in Montreal. That has been discarded, and we 
proceeding on a scheme, which is a Canadian National scheme only, to 
t the needs of the Canadian National in the city of Montreal. The Cana- 
National has for years and years been using that old shanty called Bona- 
ure station, with passenger stations dispersed all around. In 1929 both 
ses of Parliament, after a serious inquiry, decided to endorse Sir Frederick 
ner’s conclusions and to allow the Canadian National to proceed with its 
als. The Canadian National is proceeding with them to-day. The figure 
000,000 has been given to the public. The expenditure represents about 
000 a year, of which the Government will pay 40 per cent, or $1,600,000. 
re will be a capital charge upon the coe National of $2,400 000 a 
or the next three years. 


ight Hon. Mr. MetacuHen: May I ask the honourable gentleman a question? 
conclusion is he intending to arrive at? 

Hon. Mr. Danpuranp: I arrive at this conclusion, that we may, if we 
xamine into the—I am not ready to say even the idea, but the opportunity 
s moment of continuing to develop the Canadian National scheme. I say 
mperative that we should, at as early a date as possible; but I most 
ously discard and reject the idea of this Committee being asked to open 
puury as to the opportunity of having a union station at the Windsor street 
on or the Canadian National terminal. That is not the question which is 
re us. When President Hungerford was before the Committee of the other 
se he was asked if he would be in favour of a union station. His answer 
very clear and pert one: Yes, at the terminal station. But of course 
dward Beatty, whose letter I have before me, says: No; at the Windsor 
mn _ Surely we will not reopen that question. "The terminal is being built, 
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‘but in such a way as to allow the Canadian Pacific whenever it deems it propet 
to do so, to come into the terminal, as a union station. The Canadian Pacifi 
will not be pressed to do that. They have the Windsor station; they have the 
Park avenue station, to the north; and they have the Place. Viger station, to the 
southeast. Nobody is pressing the Canadian Pacific to come into the terminal. 
But Sir Frederick Palmer said that if there ever is to be a union station, 7 
cannot be at the Windsor station, but it must be at the terminal, because that 
is a station that would serve east and west, north and south. Tt is an oper | 
station and will serve east and west, north and south. The Windsor stree 
station cannot do so. | 
Now, are we to reopen that question at this moment and decide that there 
is something to be said in favour of the Windsor street station, when we have 
spent already $16,000,000 on the Canadian National terminal and are proceed 
to spend within the next three years $12,000,000 more, the contracts for the 
yearly expenditure having been awarded and the work being actually in opera- 
tion? Remember, it is not a union station that is before the committee; it is 
the Canadian National railway station. It is a central terminal for the Cana- 
dian National only, but if the Canadian Pacific at any time desire to utilize that 
as a union station, they may do so. That is the situation and that is where 
the line of cleavage comes. on 
I say, in answer to my right honourable friend, that the question of 4 
union station is not before us. Notwithstanding the legislation of 1929, giver) 
effect by the Board of Railway Commissioner’s approval of the plan and by al) 
that has taken place since, shall we say in our own wisdom, “ We shoul¢ 
retract our steps, we should forget the $16,000,000 we have spent, and no 
proceed with that terminal?” a 
IT submit vee the terminal is a matter concerning the Canadian Nationa 
Railways alone. I said it somewhat curtly last week. We are discussing 
needs of the Canadian National Railways. We are not invading the interests 0! 
the C.P.R. Remember, the C.P.R. is a private corporation and its shareholder 
meet annually. I should like to see the directors of the Canadian Pae! i 
being passed through the mill at the annual meeting of the company as thi 
Canadian National directors are by the Railway Committee of the House <¢ 
Commons, representing the shareholders, the people of Canada. The situa 
of the Canadian National is an open one. Questions are put to the officer, 
concerning the annual statement. I know no board of directors of the Canadiai) 
Pacific would submit to, be questioned to the same tune at the annual meetin; 
of the company. ae 
The annual revort of the Canadian National for 1938 is before the Hous) 
of Commons. It has been approved by the Special Railway Committee of tha 
House, and no one has expressed the opinion that we should carry on an inquiry) 
as to the relative merits of the Windsor street station and the Canadiai 
National terminal. | 
We must not forget that the terminal station is a fact, it 1s in existence 
It meets a meed, but it is the need of the Canadian National. The Canadiai) 
Pacific is not affected thereby as to its own needs and protection. Sir Edwar) 
Beatty says so in his letter. Therefor I wonder why we should at this momen) 
decide to reopen the question of the advisability of making the Windsor stree| 
station a union station. That is my answer to my right honourable frienc) 
Senator Meighen. 
Right Hon. Mr. Mriaumn: If the honourable gentleman is through witht 
long and somewhat impassioned remarks, I will say a few words. 


Hon. Mr. Danpuranp: No; I will listen to my right honourable friend | 


Right Hon. Mr. Mricuen: I am utterly perplexed to follow the leader 
the Government. ae 


Hon. Mr. Danpuranp: To follow what? 
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Hon. Mr. Catprr: To follow your argument. 

Right Hon. Mr. Mricumn: There is no following the honourable gentle- 
ha an’s argument. It cannot be done. The leader of the Government says, there 
no issue before this committee as to what the proper procedure in Montreal 
that situation is closed. Well, he is on record in this committee time and 
wain, and I will undertake to vet his words, saying that before this committee 
yould come the question of the Montreal terminal. He has said that over and 
lover again. 

i Hon. Mr. DanpurANpD: But I am not dismissing it, I am limiting it. 

> Right Hon. Mr. Meicuen: That is exactly what _he is domg, and that is 
why I cannot follow him. The question is either before us or it is not. If it 
before us, it is before us in all its phases, is it not? Is only one of its phases 
ore us? If the question is before us, it is before us in all its phases, includ- 
1g the best alternative. 

_ Hon. Mr. Danpuranp: No, I do not admit that . 

_ Right Hon. Mr. Mricusn: No alternative can be discussed? We can dis- 
uss the merits of the Montreal terminal so long as we do not ‘consider whether 
or not something better can be done? 

~ Hon. Mr. Danpuranp: It is too late. 

- Right Hon. Mr. MertcuHen: The Government has shut the gate on that? 
That is; the Government can close the mouths of this committee and stop our 
tivities by simply spending money. That is his argument. If the Govern- 
|ment can get ahead of us in that way, then we are through, all we can discuss 
is whether it is going to a nice looking, fitting terminal for the Canadian 
National. We cannot discuss whether it is good policy for Camada. 

~ Hon. Mr. Danpuranp: It is settled. 

Right Hon. Mr. MeigHen: The Government has settled it? 

Hon. Mr. Danpuranp: The House of Commons has settled it. 

Right Hon. Mr. MreicHen: Then it was settled long before the honourable 
der went on record in this committee that it is still open. 

- Hon. Mr. Dannpuranp: It is still open as to the opportunity of going on 
with the work, but as to the principle, I say it is closed. 

_ Right Hon. Mr. Mericuen: As to the opportunity of going on with the 
work? Would not that mean cee of whether something better could 
de done or not? 

_ Hon. Mr. Danpuranp: No. 

_ Right Hon. Mr. Mricuen: Then what can we consider? 

Hon. Mr. Dannuranp: The committee could perhaps say that the Cana- 
National should not go on with the work presently because of the financial 
ition of the country. 

Right Hon. Mr. MeicHen: But not because there is a cheaper and better 
thod? 

_ Hon. Mr. Danpuranp: That was settled and dismissed in 1929. 


- Right Hon. Mr. Mrtcuen: Surely, the honourable leader does not try to 
this committee to accept that statement? ‘The question is open for con- | 
ation here in all its phases, or not at all. What utter nonsense to suggest 
ould discuss whether the country is rich enough to justify the expenditure, 
‘but not whether the expenditure is wise or profligate. That is beyond us, that 
is what the leader of the Government says. 
_ Hon. Mr. Danpuranp: As to the basis of the expenditure. 
— Right Hon. Mr. MeicHen: The basis? The basis is a hole in the ground. 
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Hon. Mr, Danpuranp: I should like to see that hole very much, but it is_ 
being covered. q 
Right Hon. Mr. MreicHen: We can discuss whether or not we can borrow 
the money, whether or not we are likely to be able to borrow enough money to 
build this Montreal terminal; but the leader of the House stands before us and 
says: Whether it is wise or not to expend the money it is too late to consider, | 
you cannot discuss that. 
Hon. Mr. Danpuranp: Because we have decided to go on in a certain wa: y. | 
Right Hon. Mr. Muicumn: After he has opened the argument himself and 
presented a witness with a long memorandum in favour of proceeding with the : 
work, the honourable leader, having presented the one side, says, “I have | 
nothing to add. That is all you can do.” That is the way in which we are 
going to discuss the question of the Montreal terminals. Is it any wonder I 
cannot follow him? I never heard the leader of the Government arguing that 4 
way before. A 
Hon. Mr. Danpuranp: My right honourable friend is wont to make ; 
sweeping declarations. He says now he has never heard anything of the kind. 
Right Hon. Mr. Msicuen: I have heard other men, but I have neve 
heard him tell us that all we can discuss about the Montreal terminals, afte 
he assured us over and over again that the question was before the committe 
is that we can discuss whether we can possibly raise the money to go ahead 
with the work. That is his suggestion to the committee. ‘ 
Hon. Mr. DANDURAND: No, not exactly that. ; 
Right Hon. Mr. Mretcumn: Will he tell us what else? We cannot dise 
whether or not a better alternative is open? 
Hon. Mr. DanpuRAND: That is past. 
Right Hon. Mr. MnicHmn: We cannot discuss whether the Canadia 
National need it. That is decided? 
Hon. Mr. DANpDuRAND: It is. 
Right Hon. Mr. MeiaHpen: What we can discuss is ahether or.not we » 
get the money to build the terminal? 
Hon. Mr. DanpurANpD: And that is not our concern. 
Some Hon. Mrempers: Oh, oh. ‘ 
Right Hon. Mr. MreigHen: Therefore we cannot discuss anything. All we e 
can do is to hear one side, and the leader’s speech, and we are through. Wall 
I give it up. ; 
Hon. Mr. DanpurAND: “One side” covers the Canadian National Rai 
ways. It does not cover the Canadian Pacific, and that is why I said that fo 
my part I do not want to go into a discussion of the relative merits of the 
terminal or of the Windsor street station. . 
Right Hon. Mr. MrigHmn: Then you should not have started it. 
Hon. Mr. DaNpuRAND: My right honourable friend was not here last week | 
and has not read the report. 
Right Hon. Mr. Metcuen: Oh, yes, I was here when it was decided to 
that memorandum. 
Hon. Mr. Danpuranp: Then I said, “If you want the views of the Ca 
dian National Railways officials on a matter that concerns the Canad 
National Railway system, and the Canadian National Railway system alone J 
can have the report of the Railway Committee of the Commons.” 
Right Hon. Mr. MeicHmn: We can hear one side as long as we like? 
Hon. Mr. DANDURAND: It must not be forgotten that we are oe Ww 


operations. 
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Right Hon. Mr. Meteuen: All right. Vote it down now, and see. 
Hon. Mr. Cauper: Mr. Chairman, I have only one further word to add. 
re. am inclined to think that the leader of the Government is overlooking the 
real purpose of this committee. We are not here to decide whether or not there 
_ should be a joint terminal in Montreal. 
Right Hon. Mr. MricHmn: No, of course not. 
| Hon. Mr. Danpuranp: That is what I say. 
‘ Hon. Mr. Catper: We are not here for the purpose of deciding whether 
- there should be one terminal or the other. We are here for a specific purpose, 
and not in the interest of members of Parliament. Our duty is towards the 
_ public. There is a very large problem in Canada to-day, one of the largest 
§ problems Canada ever had to face, and that is the railway problem. 

Now, my honourable friend harks back to what happened. in 1929—a most 
% fortunate year in many respects. It was the peak of prosperity, and many 
eminent gentlemen in Canada and outside of Canada took an entirely dif- 
_ ferent view of the economic and financial situation as it existed then from 
' what they would take to-day. Not only in Canada but, as I attempted to 
point out the other night, the railway situation throughout the entire world 
is on the downgrade. There have been enormous losses in all parts on account 
of what has happened in the world. Competition is increasing, increasing and 
increasing all the time, and it is going to still further increase. 
j What was the question submitted to our committee? Briefly it was 
whether or not this committee, by an examination of the whole railway situa- 
tion in Canada, not merely a part of it, would be able in any way to come 
to a conclusion as to where economies could be effected. 
? That is the question before us, and the only question. We have not 
| in any of our sittings here attempted in any way to reach a conclusion as to 
whether this or that should be abandoned, or this or that should be joined up, 
or as to whether economies must be effected here or there. That is not what 
we have been attempting to do at all. What we, as a committee, have been 
attempting to do, is to get the facts on which to base a conclusion as to what 
should be done in endeavouring to salvage the existing situation, which is be- 
coming increasingly difficult as the years go on. So when the honourable 
gentleman suggests that this Committee wishes to take evidence in order to 
_ determine what should be done in the city of Montreal, I think he is very far 
_ afield. On the other hand, when he attempts to limit us in inquiring as to the 
facts upon which we can reach proper conclusions, I think he is on pretty 
dangerous ground. 
Hon. Mr. DanpuraNp: But my honourable friend has just said we are not 
here to decide as to a union station, as between the Canadian Pacific and the 
_ Canadian National. 
_ Right Hon. Mr. MrtcHen: We cannot finally decide anything of that kind; 
of course we cannot. That can only be done by Parliament and the Government. 
- Hon. Mr. Danpuranp: But it, has been decided. 


— Right Hon. Mr. Mreicghen: And we cannot decide anything else. All we 
_ ¢an do is make recommendations. 
— Hon. Mr. Danpuranp: The query is: Shall we enter into an examination of 
engineers and experts, to revert to the problem of choosing Windsor station 
as a union station? We are not to do that. 
Hon. Mr. Cautprer: Let me make it clear. The purpose of our Committee 
is to bring out the facts, in order that the public may Judge as to whether or 
hot the Government is doing the proper thing. That is our job, and our sole 
job. We are not going to decide this. But I say the public of Caneda are 
itled to all the facts in conhection with this situation. That is the stand 
[ take. And we must not be limited in that respect. The only fear I have is 
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that we are going to land in the same situation that we were in last year; “that 
is, that there will not be time to conclude this inquiry. That. is clear, I think, 
at the present time. Our duty is one not to Parliament itself, and particularly 
not to the Government, but to the public of Canada, who are watching the 
proceedings of this Committee all the time. : 

Hon. Mr. Danpuranp: I want to remind my honourable friend that the © 
report of the Canadian National was brought before the House of Commons 7 
committee. All parties were there, and they unanimously approved of the 
report. ’ 

Hon. Mr. Carper: Naturally they would. 

Right Hon. Mr. MeigHen: They have done too much of that. 


Hon. Mr. DanpuraNnp: Naturally they would. And what would be my 
right honourable ‘friend’s conclusion, if we were on that committee? 

Hon. Mr. Caper: There is an election in sight. 

Hon. Mr. Danpuranp: Yes, and there are even members of the Senate who 4 
know of it. B. 

I draw attention of my honourable friend to the fact that after an exhaus- 
tive inquiry into that very question by the House cf Commons committee, a ¥ 
unanimous report was brought in. Not only was a unanimous report — 
brought in, but there was in the committee a complaint, generally sup-" 4 
ported, that the Canadian National was not getting a fair deal in the © 
country, because of the propaganda that is going on. I shall call attontiaall + 
to that propaganda before we are through. The Canadian National has been 
treated as if it were a football, in order that certain ends might be reached. 
My honourable friend knows what those ends are. 

Hon. Mr. Cauprr: I do not. ; . i 


Hon. Mr. Danpuranp: Well, I will inform my honourable friend. The 
House of Commons committee—Conservatives and Liberals—reported unani- 
mously, commended the administration of the Canadian National for the 
brilliant direction it was giving to its operations. That report is now befo 
the House of Commons, and I wonder if that House is not more entitled to 
speak for the people than my honourable friend is. é 

Hon. Mr. Caper: I am not speaking for the people. Bi 4 


Hon. Mr. Danpuranp: But my honourable friend ee the people are 
listening to us. 
Hon. Mr. Catprr: Surely they are. 4 


Hon. Mr. Danpuranp: But there are channels through which the infor- 
mation that would be gathered here could reach the public. I know the 
splendid organization of those who support the pet scheme, as he has be 
wont to call it, of Sir Edward Beatty. I am not complaining of Sir Edward 
Beatty’s campaign. He is defending his shareholders, as he said in his letter | 
to the Prime Minister. ar | 

Right Hon. Mr. Mrichnn: If we cannot deal with anything which th 
_ House of Commons has decided upon, we have no business here at all. : 

Hon, Mr. Danpuranp: Oh, yes. Of course, I realize we are free agents, | 
but we are not direct representatives of the people. =| 

Right Hon. Mr. Mrichen: What can we do, if we afanoe look into | 
anything that has been decided upon? . 

Hon. Mr. Danpuranp: I draw attention to the fact that in 1929 w 
unanimously passed an Act authorizing the Canadian National to proceed wit } 
their terminal. They have done so, and they have spent $16,000,000. They will 
have to spend a few millions more, and then the trains will come direct frot 
Victoria bridge to the terminal station. That is their business, not 
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“4 Re anadian Pacific’s business. That is why I refuse to agree that the Canadian 

. Pacific should appear in this picture and say: “Oh, but we have the Windsor 
station. Make it the union station.” That is where I draw the line. I will 
not agree that the Canadian Pacific should come into this picture in order to 
assail the policy that was decided upon in 1929 and that has been adhered to 
by all parties up to this moment. 


. Right Hon. Mr. Metcuen: Was that policy not abandoned? The policy 
was definitely abandoned afterwards. 


Hon. Mr. Danpuranp: Oh, ne. 
a Right Hon. Mr. MricHmn: Oh, definitely. 
Hon. Mr. Danpuranp: Never on & moment, 
Hon. Mr. Murpocx: May I ask a question of my honourable Hai 


Senator Calder? Do I understand him to contend that we should take into 
serious consideration the advisability of proceeding with the expenditure of 
an additional $12,000,000 to salvage, if possible, the $16,000,000 already spent 
i on the terminal station in Montreal, and compare that with the advisability 
_ of spending $20,000,000, as specified by a very prominent engineer a number 
£ of years ago, to go in to the Windsor station and make that a joint terminal? 
Are these the two things that we should consider? 
: Hon. Mr. Cautprer: No, I did not say anything within a thousand miles 
of that. 
. Hon. Mr. Murpock: Do you recognize that it was decided by a very 
_ prominent engineer that it would cost $20,000,000, capital expenditure, to make 
- the Windsor street station a union station? 
~ __ — Hon. Mr. Catpzr: No, I do not recognize that, because I do not know 
Es anything about it. 
rs Hon. Mr. Murpocx: Then, it is unfortunate that you do not, because it 
is on the record. 
___ Hon. Mr. Catpzr: I am on the record? 
Ls Hon. Mr. Murpocx: No, that information is on the record. 
— Hon. Mr. Catppr: Where did it come from? Who said it? What respon- 
sibility has he? 
Ux Hon. Mr. Danpuranp: That was said by the Canadian Pacific expert 
_ from the United States, Mr. Smith. © 
Hon. Mr. Catprer: I am not here representing the Canadian Pacific 
_ Railway in any sense, and I never have been. I have no connections with the 
Canadian Pacific in any way. I do not say I am in favour of unification right 
_ at this minute. Let that be clearly understood. I have had only one object 
in attending these meetings this year and last year; and if any person thinks 
x Ihave a brief from anybody i in this situation, I tell ‘them frankly and squarely 
_ that they are entirely mistaken. , Nobody has any strings on me in any way, 
shape or form. But I realize that this Committee has a duty to perform, a 
_ duty, not to the existing Government of the day and not to Parliament, as it 
exists today, not at all. This Committee was created and has been functioning 
for two years for one purpose only, and that is to inquire into our whole 
railway situation in Canada with one purpose in view, and that is economy. 
Hon. Mr. Murvocx: No, that has not been the purpose, as I have seen it. 
oe Hon. Mr. Cauper: Probably not your purpose. There are men around this 
_ board who have had that in mind all the time, and that was the main basis for 
the resolution that created the Committee: to inquire into present conditions, 
_ with a view to effecting economies. 
F Hon. Mr. Murpocx: But, there has been another purpose promulyated by 
the strong insistence that this Committee do something. 
_ Hon. Mr. Cauper: Do what? 
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Hon. Mr. Murpocx: Why, do something. The underlying intention has : 


been to bring about unification, amalgamation. 
Hon. Mr. Cauprer: What right have you to say that? 


Hon. Mr. Murpock: Every word and every contention of certain individuals 
surely prove to anybody of ordinary intelligence that that has been the desire. 


Hon. Mr. Carper: I do not agree with the honourable gentleman at all, and — | 


I think I have just as much intelligence as he has. 
Hon. Mr. Murpocx: I am not putting it on you. 


Hon. Mr. Cautper: I think the great majority of this Committee have been 


sitting here for one purpose, and one purpose only, and that is to get at the 
facts. I think the honourable gentleman has no business at all to make an 
insinuation of that kind. I think the great majority of the men sitting on this 
Committee are here to discharge squarely and fairly the duty that has been 
placed upon them by our House. 


Hon. Mr. Murpocx: And yet some of them say they do not know of this + 


desire to bring about unification. 
Hon. Mr. Hata: Name some of them. Do not insinuate. 
Hon. Mr. Roprnson: I am going to name somebody. One of the Chairmen 


of the Committee made an extensive speech in the House in favour of unification 


when he moved the appointment of the Committee. 
The CHatrMAN (Hon. Mr. Beaubien): That is right. 


Hon. Mr. Caper: He has not made it here. He may not be in favour of 
- unification. 


Hon. Mr. Rosinson: If that would not give us a reasonable impression that , | 
the object of this Committe was to promote unification, I do not know what | 


would. But I do think that the members of this Committee are not prepared 
to adopt the principle of unification, at least without a fair investigation of 


everything. I credit the members with not being sold on that principle of uni- — 
fication. I think everyone on the Committee is fair minded and wants to have 
a fair investigation. But I cannot get it out of my mind or out of my system, 
regardless of what Senator Calder and Senator Meighen say, that this Committee | 


was formed for the purpose of trying to put over unification. 


Hon. Mr. Buack: Mr. Chairman, I want to take exception to the remarks 5) 
of my honourable friend Senator Robinson, and I am surprised to hear him make ~ 


them. 
Hon. Mr. Roprnson: That is the way I feel. 


Hon. Mr. Buacx: I was the one who moved for the appointment of this — 
Committee, and I never had a word of conversation with Senator Beaubien ~ 


about it at any time or place until after I made the motion. He did not suggest 


it or have anything to do with it. I want honourable members to have it clearly — 


in mind that my motion was not made with any idea of unification in view, and 
that I had no knowledge of what Senator Beaubien’s ideas might be any more 
~ than I had of what Senator Murdock’s might be, although I may have had some 
suspicion. 

Hon. Mr. DAnpuRAND: As to both. 

Hon. Mr. Brack: As to both. I did it with the one idea, and the one idea 


only, and that was to try to get some reasonable measure of economy in the 


operation of our railways. I have not, here or anywhere else, advocated uni- 
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fication of the railways, because, frankly, I do not know whether it would be | 


wise or not. I have not heard evidence before this Committee to lead me to a 


be at all sure that that is the best solution. 
Hon. Mr. Catprer: Quite right. 
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Hon. ‘Mr. BLACK: a am prepared to do what I can fp help the Committee 
arrive at the best solution. I have a great admiration for the virility of my 
honourable friend from Parkdale, Senator Murdock. But he accuses others, 
even one of the Chairmen of this Committee, of having pronounced views. 
- Honourable members are entitled to their views. I may say that there is no 
member of this Committee who advocates his personal views and the views of 
his group more strongly than does the senator from Parkdale. I think it is 
- only fair to say that he sits in this committee and in the Senate representing a 
- certain public group in Canada. Is not that correct? 


Hon. Mr. Murpocx: No, it is‘unqualifiedly false. 


Hon. Mr. Buacx: Would you not say that two years ago you were sitting 
in the Senate as a member of an organization? 


Hon. Mr. Murpocx: Yes, I would say I am a member of a the labour 
- organization, but I have not represented or taken a cent from a labour organiza- 
_ tion to represent them for a number of years. 


Hon. Mr. Harpy: Are we here to discuss the position of the railways, or 
_ the personal predilections of various members of the committee? 

1 Hon. Mr. Buacx: I should not like my honourable: friend or any other 
member of the Senate to think I had suggested he was taking anything oe any 
' group. 

Hon. Mr. Murpocx: I mean I am not on salary. 

Hon. Mr. Buiacx: But the views of the honourable member from Parkdale 
are strongly in favour of one group. I admire him for it. I have heard only 
_ one member express himself in favour of unification. I have not heard anything 
stated by the right honourable leader on this side for any kind of railway 
amalgamation or unification. I have heard him express a desire to save the 

_ public of Canada unnecessary expense. Senator Dandurand lost his temper once 
_ or twice, and it is very seldom he does so. 
Hon. Mr. Danpuranp: I am keeping my mind clear on a certain line of 
~ action. Make no mistake about it. 
~ Hon. Mr. Buacx: I raised the question before and I raise it now. It is 
proposed to spend $12,600,000 of public funds. It does not matter whether a 
part of that expenditure is charged to one department or to the railway; it is 
all funds which come out of the people. It has been decided, apparently, to 
"spend that in face of the present financial crisis and the shrinkage in railway 
business, and I felt greatly discouraged. I still have that feeling of discourage- 
ment. I had part of the evidence given by Mr. Fairweather before the Railws ay 
smittec in another place; I have read the rest of it since. That evidence 
‘does not satisfy me. I know the Government, for whatever reason they chose, 
d ecided to spend a large amount of money in Montreal. 
Hon. Mr. DanpurANpD: That is, they agreed to the scheme of the Cana- 
dian National system. 
} Hon. Mr. Brack: I am using your words of the other night. The Govern- 
ment has decided to spend the money. 
Hon. Mr. Parent: That decision changes the facts. 
-. Hon. Mr. Buacx: No. That is what it means. I say it is unfortunate, 
because when you refer to 1921 or 1927\you are going back to an entirely 
different situation from that which exists to-day. Then there were bounding 
revenues, as Senator Calder has pointed out, with traffic coming in all over 
Canada. Now then, the question came up, and we did without that expenditure — 
through all these declining years. But in this fiscal year 1938-39, with the 
lway revenues from passenger and freight traffic the lowest they have been 
wee 1921, we all at once discover that we have not got sufficient terminal 
facilities i in Montreal, and we have to begin spending millions of dollars. 
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Hon. Mr. Danpuranp: All at once: For the last twenty- -five years we have 
been familiar with that situation. 


Hon. Mr. Buacx: For the last twelve years. we have not spent any movewe 
on that terminal. The fact that money was sunk into it at one time is no 
justification for spending more money now. If I invest in a business venture _ 
$1,000 or $1,000,000, and lose it, the money is gone. I do not put more money — 
into the venture unless I see some means of getting back my original invest-— 
ment. In the evidence given before the Railway Committee of the House of © 
Commons there was not a single word which indicated the C.N.R. or the Govern- — 
ment had any hope of getting any money back from that expenditure. The © 
money was being spent to give better facilities. a 

Hon. Mr. Danpuranp: I would suggest that my honourable friend read » 
that statement again. — 4 

Hon. Mr. Buacx: I will. I speak without any technical knowledge, bu £ 
after reading it through once, and, in part, a second time, my impression was | 
that somebody had to defend the expenditure, and the railway authorities made © 
the best defence they could under the circumstances. That it would be very | 
nice to have a terminal there if we had the money to spend and our revenues” 
were expanding, I readily admit. 

Hon. Mr. Danpuranp: And you do not say it will be useful? M4 

Hon. Mr. Buacx: Every railway terminal will be useful, but this terminal | 
will not be sufficiently useful to warrant expenditure of the enormous amount of PA 
money we are going to spend on it. q 

Hon. Mr. Danpuranp: It is a question of money? a 

Hon. Mr. Buacx: ‘There was no evidence before the committee that | 
there would be any additional revenue. Everybody admits railway revenues | 
are going down. | 

Hon. Mr. Danpuranp: I will give that statement to my honourable | 
friend. I have it here. 4 
Hon. Mr. Buack: All right. | 
Right Hon. Mr. MeigHen: But you will not let anybody else make 


one. 


Hon. Mr. Buacx: I think the honourable leader of the House is entirely 
wrong. We should bring the officials of the C.N.R. before us to give their 
reasons for this terminal. The other night the honourable gentleman said 
that the question of a joint terminal has never been discussed. But I know 
there was a discussion, and there was a joint committee to consider it. 


Hon. Mr. i AS: Oh, yes, it was discussed from 1927 to 1929. 


Hon. Mr. Buacx: I did not bring that up. I do not know whether a joint | 
terminal would be advantageous or not, but I am sorry to hear the leader of | 
the Government say that the Government having decided to spend another” 
$12,600,000, we cannot discuss this expenditure at all. 


Hon. Mr. Danpuranp: Will my honourable friend allow me to pe hi a 
right? i 
Hon. Mr. Buack: Yes. a 
Hon. Mr. Danpuranp: If I understand the trend of his remarks, he claaa ms 3 | 
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it is not opportune to embark on that expenditure now because of the fnaha a 
condition of the country. 


Hon. Mr. Brack: And the railway traffic situation. ye 
Hon. Mr. Danpuranp: And the railway traffic situation. Then, is he — 
disposed, in face of that statement, to go into a lengthy inquiry to ascerta 


if we should select the Windsor street station as a union station instead 
the terminal? 
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Hon; vie Buack: I never suggested we should go into such an inquiry. 
Ee Hon, Mr. Danpuranp: I am satisfied with that, because the question 
before the committee is, shall we consider the C.P.R. claim to have its Wind- 
‘sor street station the union station. 

o. Hon. Mr. Buack: You never heard me say a word about a union station 
in Montreal the last time I spoke. But I do say that if we are going to enter 
into a justification of the expenditure on a terminal station, then we have a 
perfect right to have any C.P.R. experts come before us in rebuttal. I do not 
want to go into that at all. I think we are wasting time. ; 
Right Hon. Mr. Muicumn: ‘There is a word I want to say because of 
certain remarks which have followed, and I say it in justice to the joint chair- 
man, Senator Beaubien. I have made no statement as to what conclusions 
‘T have arrived at as a result of the evidence so far. I am not in the habit 
Rot making a statement on a matter of which I am to be a member of the jury, 
before all the evidence is in. Senator Beaubien in his address before the 
Senate urged an inquiry to see if there was not some way of saving money 
to the people of Canada. He reviewed the arguments in favour of unification. 
He comes on the committee to discuss that, to get evidence upon it, and ask 
the committee to consider all phases of that evidence. Senator Beaubien is 
in just as honourable a position as any other member of this committee who 
may think unification has no merits whatever, and I deny the right of any 
“member here to impugn the motives of anyone who is predisposed in favour of 
‘unification and brand him as an enemy of the Canadian National Railways. 
If as a result of all the evidence before this committee on every phase of the 
“subject, I consider unification is the solution of our railway problem, then I 
am just as free to support unification as any member is to oppose it, and I 
‘deny the right of anybody to impugn my motives. Nobody in this Dom- 
jmion would rejoice more over the success of the Canadian National Railways 
than I would, nobody would have more reason to—I doubt whether anybody 
_ would have as much. 

| Hon. Mr. Danpuranp: Hear, hear. 


: | Right Hon. Mr. MreigHen: I am not an enemy of the Canadian National 
if I seek to find a better way of handling the railway problem. I am a close 
friend of the Canadian National, but I am a still closer friend of the taxpayers — 
of this Dominion. 

Hon. Mr. Cauprer: Hear, hear. 

Right Hon. Mr. MsetcHen: I hold myself free to support anything that will 
“serve the people of Canada reasonably in railway matters and save the tax- 
payers’ money. If any man before this committee points the finger of scorn 
at someone who has a solution that he thinks is practical, and seeks to pin 
upon him compulsion to private interests as his motive, I denounce that man as 
a coward and as unfit to be on this committee. 

Hon. Mr. Rosrnson: Mr. Chairman, as regards pointing to me— 

Right Hon. Mr. MeicHen: Not at all. I had not thought of the honour- 
able member. 

_ Hon. Mr. Ropinson: I did not intend to impute motives to any member 
of this committee, if the right honourable gentleman draws that. inference 
from my remarks. I simply stated what happened. 

Right Hon. Mr. MetcHen: What the honourable member said was, this 
committee was formed for the purpose of putting over unification. I do not 
as he should have said that. Now he has brought himself into the dis- 
ussion. 

Hon. Mr. Murpocx: He said it was for you too. It is for you, I should 
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committee was formed for the purpose of putting over unification. I said the 


Ae aN he Heat, et mene, Cetera AS Wide Mele A oon LG ane et? NS \ ey amt 
4 ah a AN OR Mu ae) we as A agit Py Kae i 


in ay aire e 


ag 


Right Hon. Mr. Murenen: I am surprised at the ones for 'Parladalle B..,, 
Hon. Mr. Rosinson: I want to be properly quoted. I did a say the 


impression in my system was that there was-an intent to put over pene GL i" 
Right Hon. Mr. Mrichmn: All right; I will take that. ? 


Hon. Mr. Rosrnson: All right; and that the chairman of this commit 
when he moved. in the House a resolution for the appomtment of this com- 
mittee, made a very extended and able speech in favour of unification. 


Had Mr. Buacx: He did not move for the appointment of this committee, 
Senator Robinson. - 
Hon. Mr. Rosrnson: Who did? . 4 
Hon. Mr. Buacx: | did. 2 
~Hon. Mr. Parent: But somebody inspired it. - 
Hon. Mr. Brack: I never discussed the matter before I moved thet l 
appointment of this committee. | 
Hon. Mr. Rogsinson: I beg your pardon. I thought Senator Besubien 
moved for the appointment of this committee. 
The CuatrmMan (Hon. Mr. Beaubien): You will have to take that back. 
Hon. Mr. Ropinson: Certainly I have something to take back there. q 
Hon. Mr. Danpuranp: I think there were twin fathers. 


Hon. Mr. Murpocx: No. Senator Black at the close of last session ina q 
mated he was going to do what was done at this session. 4 


Hon. Mr. Ropinson: I am historically incorrect; it was not Senat to 
Beaubien who moved appointment of the committee. Ti was going to say that, in. 
he is the originator of the committee. I do not want to get into too much’ | 
of a political discussion in this matter, though sometimes I feel like it, because. | 
there are some attitudes and discussions in this committee that suggest polities. ; 

Hon. Mr. Catprer: There is no politics at all. Both leaders in the other c 
House are against anything in the nature of unification. Bh. 

Hon. Mr. Rosinson: Who said so? ae 

Hon. Mr. Cauprer: Both have said so. 

Hon. Mr. Parmnt: That might be policy. 

Hon. Mr. Cauprr: Yes; there is huge policy in it. 

Hon. Mr. Ropinson: I am open to conviction that unification is the correct 
solution, but I do not want to be blind to what is going on. I cannot close 
my eyes to what is happening. I have to read the signs of the times. I have — 
just as much privilege to do that as anybody else, and I do not think I ; am 
a coward in doing so. I do not know how far we want to go into an investi- 
gation of a matter of this kind. We all admit that this is a grave problem, | 
and I think every member of the committee would like to find some way of . 
assisting the country to reach a solution of the problem. I do not think there 
is anything wrong in members of the committee having predilections one wé 
or the other. ; 

Right Hon. Mr. Mricusen: Not at all. 

Hon. Mr. Rosinson: That is perfectly matural and right. Some may be 
predisposed in favour of unification, some may be predisposed against it. It — 
may be more difficult to convince to the contrary those who are predisposed 
At the same time we can all bring to bear our best intelligence upon an inve 
gation of all the various questions involved, and do what we think is best 
the interests of the country, and not in the interests of any political p. 
That, I suppose, is what we all are trying to do. We all, perhaps, have pol 
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sredispositions, though we try to get rid of them as far as possible when we 
some into the Senate. We do our very best not to be partisan, and I think 
members of the Senate have done very well indeed along that line. 

_ I may say, Messrs. Chairmen, that I have always felt there was a disposi- 
‘ion in this country to complain too much whenever officials of the Canadian 
National tried to present their side of the case to the public. It has always 
seemed to me that there was a continued campaign in favour of the Canadian 
Pacific’s policy of unification. I have long believed that that has been assisted 
in every way possible by all those whe were particularly friendly to the Cana- 
dian Pacific, and that we were unfortunate in this country because officials of 
the Canadian National were not supposed to be able to say anything in reply 
to the repeated arguments which were being made on behalf of the Canadian 
Pacific. All over this country speeches have been broadcast and communica- 
tions have been published in various ways, but I have always felt that the 
campaign has been one-sided. The fact that Canadian National officials were 
public servants precluded them, in a certain degree, from telling their side of 
the case, and about the only opportunity they have had to do it has been before 
this Committee. I do not think that intelligent people in this country want to 
be sampeded in any direction at all. 

Right Hon. Mr. MrtcHen: We have not precluded them, Senator. 
Hon. Mr. Rostnson: No; we have given them a fair opportunity. 

’ Right Hon. Mr. MricHen: Twice. 

Hon. Mr. Rosinson: I think that is what we want to do. And I think 
we want to give both sides a fair opportunity. I should like to divest myself 
of all predispositions of every kind, and be prepared to vote on this question, 
when it comes to a vote, according to what seems to me to be the best interests 
of the country, not the best interests of any organization or of any group of 
propagandists. 

_ We have been discussing all morning the question of the terminals— 

if Hon. Mr. Danpuranp: Of a union station. 

-_ Hon. Mr. Ropinson: —at Montreal. I do not know how far we should 
go into that question. If we are going into it at all, I suppose we should have 
to go into it very fully, as Senator Calder said, and have witnesses here for 

xamination. I do not know that this one matter is a big part of this whole 

uestion. 

_ Right Hon. Mr. MricHmn: Have we not already gone into it at great 
length? 

* Hon. Mr. Ropsrnson: I know what is in your mind. 

4 Right Hon. Mr. MretcHen: How can you argue that we should hear Just 
one side, and not the other? 

~ Hon. Mr. Danpuranp: But what is the other side? 

Right Hon. Mr. MrtcHen: We,shall know when we hear it. 

Hon. Mr. Danpuranp: It is the Windsor station scheme. 

Right Hon. Mr. Merauen: Is it because it is the Canadian Pacific that you 
will not hear it? x 

- Hon. Mr. Rosinson: I have not argued that. 

- Right Hon. Mr. Mrreuen: No, and I do not think you would. But the 
ader has. 

4 Hon. Mr. Rosryson: The only question in my mind is whether we should 
other with it at all, whether we are not wasting our time over it. 

_ Right Hon. Mr. Mzicuen: It is pretty late to say that, after having heard 
the story. 
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‘to at least one thing in connection with this dominant sentiment, as I see it, on 


' tinguished Canadian from the province of Alberta brought before the Committee 
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Hon. Mr. Danpuranp: We have heard our own people, ‘he Canadian 
National, explain the situation. 


Hon. Mr. Rosrnson: It is a big question. I an go on and talk a onl 
time, but perhaps I have taken too much time already. I was more or less 
drawn into the thing by remarks made by other members, and I frankly staal 
how I feel with regard to unification. But I do not want to make reflection 
against anybody. I would not for the world make a reflection against any 
member of the Committee. I have the highest respect for both Chairmen and 
all other members. Even if one of the Chairmen is in favour of unification, 
that is nothing against him. 4 

Right Hon. Mr. MrtauHen: Hear, hear. ¥ 


Hon. Mr. Ropinson: That does not lessen our respect for him. It is a 
privilege of every member to have predilections. I hope I have made myself 
clear. 

Hon. Mr. Murpock: Mr. Chairman, I think I am entitled to say at lena 
a word or two. I understood my friend Senator Meighen to intimate that | on 
person might be a coward by making certain statements in certain circumstances, 
I have never in my life been charged with being cowardly, and therefore I am 
not accepting that as directed against me just now. I want to call attention 


\ 


the part of certain individuals, in favour of unification. Earlier this year 
representations were made here in favour of having a very prominent and dis- 


to present certain views, and for the first and only time since these hearings 
began last session the right honourable senator opposite (Right Hon. Mr. 
Meighen) urged that that gentleman’s expenses be paid. We all know what he 
stated—we have the record of the proceedings of March 29—we all know that ! 
he made a strong and determined statement in favour of unification of a 
railways. He made statements that were absolutely untrue, as can be showll | 
a little later. And whom did the gentleman represent? On page 89 of the 
record he said, ‘I represent no one but myself.” Still he presented a very lon 
and exhaustive statement, urging, from every angle that could be devised, t 
the only hope for the forgotten taxpayers of Canada was in unification. T 
sums up what he said. And his expenses to come here and present that ver 
long and exhaustive argument were paid. He stopped at Toronto on the w 
and he saw the officers of the Citizens’ Group for Railway Action, which shoul 
be more properly known as the Citizens’ Group of Canadian Pacific Share 
holders, I think; and two or three days later there was sent to us from 
Citizens’ Group a printed copy of the arguments that were made before 
Committee. 
Hon. Mr. Parent: What is the gentleman’s name? 
Hon. Mr. Murpock: Mr. Peterson. He is a very high-class and exp 
enced gentleman. But is anybody going to ask me to stultify what little in 
ligence I may have and assume for one moment that certain distinguis 
gentlemen did not know what that Mr. Peterson was going to promulg ut 
before this Committee? I cannot do it. I am convinced that it was general 
known— 
Hon. Mr. Hate: What? 
Hon. Mr. Murpocx: I do not say that to my right honourable frigadl! 
not be too touchy. ; 
Right Hon. Mr. MricHen: I will show you everything you want ie 
Hon. Mr. Murpocx: I think it was generally known what it was that 
was coming to place before this Committee, and that was one of the 
reasons why the pressure was put on. And without a vote, because we did : 
bring it to that, it was decided that his expenses from Calgary to Ottawa, 
I presume return, should be paid. a 
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» Iam just as interested as anybody in looking after the forgotten taxpayer, 
bout whom we have so often heard from our distinguished Chairman and 
e others. First, last and all the time I should like to save the forgotten 
payer from what I think the proposals of some distinguished gentlemen 
contemplate, namely, the placing of a very much heavier burden upon his 
houlders,—the $32,000,000 more or less which shareholders used to get in 
ears gone by. That is my position and will be my position. We certainly 
d enough bonds loaded on to us in 1921 and at other times, without assuming 
e obligation to take care of another $32,000,000. 


Hon. Mr. Carper: What is your authority for that last statement? 
Hon. Mr. Murpocx: Only the judgment— 
Hon. Mr. Catper: A hunch? 


_ Hon. Mr. Murpocx: Only the judgment that anyone can have. I am 
making no criticism because we assumed obligations of the Canadian Northern 
d the Grand Trunk Pacific and other holdings in 1921. I think we did the 
ir and big thing at that time in assuming them, and that it would have been 
sereditable to Canada to do anything else. But in view of what we did at 
lat time, I ask anybody could we be expected to welsh if we were confronted 
ith a similar situation again? 


_ Hon. Mr. Cauper: The evidence is against you. 


. Hon. Mr. Murpocx: As you see it. 
_ Hon. Mr. Carper: No, the evidence itself, not as I see it. 


| Hon. Mr. Danpuranp: Mr. Chairman, I suppose we should bring this 
scussion to a conclusion. I should like the members of the Committee to 
rn this matter over in their minds, and to that end I would suggest that we 
pend the discussion now. We may come back after the Senate rises this 
rnoon or this evening. There seems to be a line of cleavage between myself 
some other members of the Committee as to whether we should examine 
the expenditure of this $12,000,000, and then further take up the question 
hether Windsor station or the Canadian National terminal station should 
sed as a union station. I intend to ask that the Committee should not go 
that. I submit we should not examine into a matter that I deem to have 
settled by an Act of Parliament in 1929, a project that has been proceeded 
and is now being proceeded with. I submit we should not bring in experts 
d engineers of the Canadian Pacific, to speak in favour of the Windsor sta- 

and engineers of the Canadian National, to speak for their plan. How 
h further ahead should we be if we spent days and days discussing that 
ter, which is a highly technical one? I claim that this Committee has not 
@ necessary training or knowledge to pronounce upon it. Besides, I say it 
too late to pronounce upon the question, because the Canadian National are 
ing and developing their terminal for themselves, and it has nothing to do 
the Canadian Pacific. I stand by this line of cleavage, and I should like 
Committee to think over the matter until we meet again, either this after- 
on or evening. 


Right Hon. Mr. Mricuen: I am the one who urged strongly that we bring 
Peterson here, and I have no apologies tovoffer for doing so. His evidence 
justifies his appearance here. Mr. Peterson wrote me that he would like 
e heard. I acknowledged his letter and asked him to write to the chair- 
_ That is some months ago. One’s recollection may be wrong after that 
of time, but I will give my recollection of his letter. From it I gathered | 
e wanted to give evidence on another phase altogether: the effect on the 
f certain policies being pursued by the railways. My recollection is some- 
ight, and in this case it is that he never said a word about unification. But 
ad, and had told me just where he stood on it, I would have been just 
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as eager to have him attend, and I would have no apologies to make to the 
Senator from Parkdale. I know Mr. Peterson, and I know also his standin 
in the West. He is not the man to get up and say, “I represent the westert 


farmers.” He represents no organization. Everybody else who has appeared 
before us represented some organization. But by virtue of his standing in that 
country—and I appeal to every western member if my words are not ni 
Mr. Peterson was well qualified to give evidence. There is no man can speal 
the feelings and opinions of the western farmers so well as he can, and so they 
are behind him. 

Hon. Mr. Danpuranp: But I think he said he did not know the senting 
of the farmers. 

Right Hon. Mr. Mricuen: He is not the man to say, “I speak for this 
that person”; but by his representative position he does speak for the western 
farmers, and ‘that j is why I urged that he be brought here. I do not think am 
member of the committee is sorry to have heard Mr. Peterson, no matter what 
his views were; and I do not think any member of the committee is Sorry we 
paid his expenses. Did any man appear before us not representing some particu- 
lar interests? Not at all. Some did very directly. After all, is it right tha 
Mr. Peterson should pay his own way? Why should we be harping on that? 
He did a good day’s work in the statement he made here. 

I am not going to contest further the whole issue. A suggestion has bee 
made that we think it over. If when we are in the middle of the evidence “ 
have heard all on one side, the leader of the House wants to put a motion thai 
we do not hear the other side, and it carries, we have got to submit. I invite him 
to do it. 

Hon. Mr. Danpuranp: I would qualify that impression. That we do not 4 
hear the other side on the Windsor street station scheme would be my motion. ” 

Right Hon. Mr. Mricghren: What other side would you hear? ie 

Hon. Mr. Danpuranp: I do not want to bring into the pit the Canadian 
Pacific to fight for their Windsor street station as a union station at this moment. 

Hon. Mr. Catprr: I rather like the suggestion of the leader of the House 
that we should have time to think this over a bit more. I cannot help but fee 
that going into an exhaustive study of the terminal situation in Montreal would 
be very long-drawn out and require the evidence of experts, and we would 
probably be days and days at it and, as some person suggested on the other si 
when we were through with it we would be more or less befuddled ourselves, 
it is a very technical matter. I am merely throwing out this suggestion at th 
present time. We have had the situation as it was pictured to us in 1 
Evidently the C.P.R. had certain experts, and the Government had theirs, thes 
had Sir Frederick Palmer from the Old Country. Finally Sir Frederick made 
his report, and action was taken on that report. It has been drawn to our 
attention that one of the C.P.R’s own experts at that time was opposed t( 
making the Windsor street station a union station. Am I right in that? 

Hon. Mr. Danpuranp: I have not the statement of Mr. Stewart before me) 
but my recollection is fairly good that he said the Canadian Pacific has its owl) 
stations and should maintain them. 2 | 


Hon. Mr. Cauprr: If it is finally concluded we should not go into detail | 
evidence of that whole situation, even from the standpoint of the present time 
I think this committee should at least have the opportunity of getting a state) 
ment, say, a twenty-minute or half-an-hour statement at most, from the othe) 
side to this controversy as to why they have changed their mind, that i is, in regar } 
to the principles or grounds upon which they take a different attitude to- day 
what they took in 1929. 

Hon. Mr. DaNpuRAND: The C.P.R.? 


Hon. Mr. Carper: Yes. 
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Hon. Mr. Danpuranp: Oh, they never changed their mind; they were for 
ie Windsor street station from A to Z, all the time. 

~ Hon. Mr. Caper: I understood it was one of their experts. 

Hon. Mr. DANpuRAND: It was one of their experts who came and gave that 


~ Hon. Mr. Carper: Could we not limit the inquiry to a short statement of, 
say, half-an-hour’s duration, without going into details, as to why they think it 
would be possible to have a different terminal arrangement at Montreal from 
that which is under actual construction atthe present time? 


Hon. Mr. Danpuranp: I am not ready to accept that proposition, because if 
you open the door into that question of the union station, as between the Windsor 
street station and the Canadian National terminal, then you open it wide. 


Right Hon. Mr. Mrteuen: It is open now. 


_. Hon. Mr. Danpuranp: No, it is not open now, and I intend, as far as I can, 
210t to open it. That is why I say, let the members of this committee decide 
what their action shall be, for I intend to see, as far as it is in my power, that 
the question of the Windsor street station and the terminal in Montreal be not 
eopened before this committee. The position is clear-cut. Last week—I am 
mply repeating what I said then—the president, Mr. Hungerford, said, “Yes, 
am in favour of examining into a union station, and the terminal will provide 
acilities for a union station whenever the CPR. see fit in-their interests to 
ome to it.” The question was put to him, “Are you in favour of a union 
ation?” He said, “Yes, at the terminal, and only at the terminal.” Sir Edward 
seatty, for the Canadian Pacific, said, ‘““Yes, I am in favour of a union station 
t the Windsor street station.” The line of cleavage is clear. Why try to bring 
widence before this committee in order to attempt to justify one of those two 


Right Hon. Mr. MetcHen: You have done a lot of it already. 


‘Hon. Mr. Danpvuranp: I do not intend, if I can help it, to bring any 
perts on both sides to revert to the situation which was settled in 1929, and 
pon which we have acted. And, remember, the situation in 1929 was brought 
bout by an Act of Parliament authorizing, by Order in Council, the Railway 
soard to approve plans and proceed with the terminal. They have proceeded. 
is is the situation. Still Sir Edward. Beatty is not satisfied. And he says 
0 the Canadian National, “Let us revert to the old situation and you come 

nto my yard.” The Canadian National replies, “You may come into our 
yard if you want to, but we are not pressing you to do so.” 


Hon. Mr. Haic: I should like to ask Senator Dandurand a question. 
e public are disturbed over the $53,000,000 lost last year by the Canadian 
tional, in view of their liabilities, not including liabilities already incurred 
ectly by the Government. They are also disturbed that after five years of co- 
ination the most the railroads can show, provided the Board of Transport 
Commissioners offer them all the facilities they ask for, is a saving of $2,000,000. 
at is the evidence here. In face of that possible saving of $2,000,000 by 
operation, the Government. or the C.N.R., or both together, intend -to 
nd $12,000,000 odd in the city of Montreal. At best the experts who 
ppeared before the House of Commons cummittee could show very little 
ncrease in either earnings or operation savings by such a venture. 
' What the public wants to know is this: is “there any co-ordination sugges- 
ion we can make whereby the railways can bring about really substantial 
nomies? After five years the two railways are able to save only $2,000,000, 
: yet, in one jump, this Parliament votes $12,000,000 on an undertaking 
as I say, at best can show very little, if any, savings at all. The 
ic cannot understand why we, as a committee, can sit “here day after 
week after week, and month after month, and shut our eyes to that 
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tack instead of inquiring the reason for this further: ee ainiee: hare 
years since any money was spent on the Montreal terminal. I believ 
public expect the Canadian National to carry on for five or ten yea 
maybe only one year, until conditions justify belief that railway traffi 
increasing. The public expect to have some justification for this it 
heavy expenditure. i 
Hon. Mr. Cauper: There is only one justification for it, that is the 
unemployment situation in Montreal. 


Hon. Mr. Hac: That represents 40: per cent. q 
Hon. Mr. Rospinson: There are other arguments. “f 


Hon. Mr. Danpuranp: This is the question put to Mr. Fairweather by 
Mr. Deachman in the Commons Railway Committee and Mr. Fairweather! rs 
answer: 


Mr. DeacHMan: Could you give us an idea of any savings tha t 
would be possible, and what exactly the advantages would be? a 


Mr. Farrweatuer: I touched on that question in my memoran- 
dum; that our freight facilities in Montreal are cramped, and t 
is an opportunity for a very substantial improvement by re-arran 
ment. . But we cannot begin to re-arrange your freight facilities u 
you get rid of your passenger facilities, because they are all mi 
together; and consequently when you get rid of your passenger prob 
by terminal development it will enable you to turn your attention 
the freight lay-out; and when you do that you are going to Bel eco 
mies that are really of a very substantial nature. 


Now my honourable friend says the people are disturbed over the fact ti t 
there is a deficit of $50,000,000 odd on the operation of the Canadian National 
Railways. We had last week a statement showing where those deficits 
incurred. 


. Hon. Mr. Hara: Do not misunderstand my question, Senator Dandurand. 
The people are disturbed about that annual deficit of $50,000,000 or $40,000,000 
But the point is they are still more disturbed by the fact that you are deliber 
ately going ahead and spending $12,000,000 more on the Montreal termi 
True, Mr. Fairweather says he thinks some saving can be made by t 
expenditure, but the never dared even to justify it on grounds of econoi 
that, for instance, it would be possible to save interest on the investment. 

Why should we not inquire from Mr. Fairweather and from the experts on 
other side as to the justification for this increased expenditure. a 


Hon. Mr. Danpuranp: What other side? 
Hon. Mr. Hare: I do not know of anybody opposite. 


Hon. Mr. Danpuranp: Then you are bringing in the C.P.R. and they 
be intervening in the affairs of the Canadian National Railways. 


Hon. Mr. Hate: I do not-want the C.P.R. at all. I want somebody t 
to me and the public, “By spending $12,600,000 we can not only save in 
on that money, but we can save a further sum that will justify the add 
expenditure.” I believe, with Senator Black, that we shall spend not only 1 
$12,600,000, but before we get through the expenditure will be twice t 
amount. 

The difficulty is that since 1921 Canadian National employees gon 
have voted for a certain party nearly, if not, every time. That is the distu 
thing that challenges this investigation. That is w hy the country is very : 
concerned over the cau tay situation. ae see dees 000,000 odd ee : 
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I want the experts of the C.N.R. to come here and, on their reputation, say, 
“We can save not only interest on the $12,600,000, but that money will finish 
the job, and we won’t need any more.’ I have read the evidence taken before 
the Railway Committee of the other House. It contains no such assurance. 
Mr. Fairweather was pressed on that point. He said: At the present time for 
what we propose this will be sufficient, but there will be more work to do when 
the business increases. I want justification for the $12,600,000 expenditure, not 
from the C.P.R. I do not care about the C.P.R. on the question. I would 
not spend $12,000,000 odd of my own money unless I saw a fair prospect of 
getting interest on my investment to justily my making it. 

Hon. Mr. Danpuranp: This is the statement that was made before the 
Railways and Shipping Committee of the other House on behalf of the Cana- 
dian National:— 


STATEMENT OF CANADIAN NATIONAL POSITION WITH 
REGARD TO THE MONTREAL TERMINALS 


Following upon a careful study of all factors, the Canadian National 
board of directors decided to resume work on the Montreal project of the 
railway, but on a substantially modified plan. The study made showed 

that while passenger operating savings alone would not give an adequate 
return on the investment immediately, the segregation of the passenger 
terminals and coach yards made possible future adjustment of separate 
freight handling facilities which would justify the expenditures involved 
and to be involved. Added to this were the practical necessity of deal- 
ing with an aggravated situation of four passenger terminal stations on 
one system conducted and operated with little relation to each other, 
public service and convenience, grade crossing and congestion atrocities, 
the future of the city, growth of traffic and other important collateral 
considerations. 

As to the necessity of the work being undertaken in the near future 
there could be no question; and the undertaking of the work at this time 
made possible a saving in cost of approximately 40 per cent, which is 
to be defrayed as an unemployment project and not chargeable to the 
company. 

The factors studied by the board of directors were as follows:— 

(A) The necessity for rational co-ordination of passenger and freight 
terminals of the Canadian National in the interests of efficiency and 
economy. 

~(B) The adverse effect, financial and otherwise, upon the operations 
of the company through the continual use and maintenance of antiquated 
and unco-ordinated terminal facilities inherited from predecessor com- 
panies. 

(C) The long-standing grade crossing problem in Montreal. 

(D) The effect upon the development and growth of the city, indus- 
trially and otherwise. 

(E) The provision of a satisfactory suburban service between South 
Shore communities and the centre of the city. 


When you ask Mr. Fairweather to explain this and he tells you how passengers 
re treated on the South Shore, dumped on McGill street with hardly a cover, 
ou will understand what this means. Thousands of people use that service 
every day. 
: (F) The amount of money already invested in the property standing 
idle. | 
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(G) The necessary developments in the light of present day condi” 
tions and requirements as well as future necessities, including eventually, 
if decided upon, a union terminal. 


But of course that is not a matter for to-morrow, but for whenever the Canadian _ 
Pacific say it is in their interests to come to that terminal. 


(H) The pre-eminent suitability of the location of the central 
station for a union terminal demonstrated by exhaustive study of the 
situation by the company’s engineers as well as by a special independent 

study made by Sir Frederick Palmer, M.Inst.C.E., M.Am.Soc.C.E., vio 
was engaged by the Dominion Government for the purpose. 


And one must not forget that it was Hon. Charles Dunning, the then al 
of Railways, who called upon that gentleman to make a study and act virtually — 
as an arbitrator. A synopsis of the consideration which was given to each of f 
these factors by the Canadian National board of directors is then given in the 
report of the House of Commons committee. 4 
Hon. Mr. Hata: That is the same kind of memorandum the Canadiana 
National gave when they built the Bessborough hotel at Saskatoon and the 
hotel at Vancouver. I know that Mr. Fairweather is a clever enough man 
to have justified this investment in dollars and cents figures, if it had been | 
possible, and it was only because that was not possible that he entered intel 
that surplusage of words. 

Hon. Mr. Danpuranp: My honourable friend knows very well that 
when it comes to a question of unscrambling the services— . 


Hon. Mr. Haig: Mr. Fairweather could have given the figures, if it was 
possible. 

Hon. Mr. Danpuranp: I have no objection to putting Mr. Hale oe 
the stand so that you may ask him the question. 

Hon. Mr. Hata: You ask me to accept the evidence that was given before 
the House of Commons committee. I have read that evidence carefully, and 
I could find no place where Mr. Fairweather or the directors or anybody else 
justified, on the basis of dollars and cents, the spending of the money. i 
think we ought to be able to call experts to find out what this money would do. 
That is what we should investigate. 4 

Right Hon. Mr. Mricuren: If their case is so very strong, Senator Dame 
durand, why do you fear to hear the other side? 

ae Mr. Danpuranp: What other side? 

Right Hon. Mr. MricHen: The side against these people. : 


Hon. Mr. Danpuranp: Into this picture of the needs of the Canadian | 
National you want to bring the Canadian Pacific experts. y 
Ae 


Right Hon. Mr. MztcHmn: Why not? Any expert at all. You tell u 
that we must accept the Canadian National on everything. You tell us: i 
you do not accept the C.N.R. on everything I am going to vote you down. ie 
somebody holds another view, he cannot be heard, especially if he represents 
the Canadian Pacific. We will not hear any other view than the one we have 
put in. 

Hon. Mr. Danpuranp: ‘The question is whether the Canadian Pacis . 
should come here and try to divert the attention of this Committee in favour 
of Windsor station as a union station. I say, No. If you want to call Cana- 
dian Pacific representatives to discuss internal affairs of the Canadian National, | 
I say, ‘No. ms 

Hon. Mr. Hucussen: Honourable senators, I am the only senator from 
Montreal who has not taken part in this discussion this morning. As the town 
I come from is very much interested in this thing, it behooves me to say a wore 14 
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or : two. I venture to suggest to Senator Haig and other members of the Com- 
mittee that the hearing of evidence from experts of the Canadian National 
and the Canadian Pacific would not be all we should require in order to get 
a complete picture of this situation. I doubt very much whether Mr. Fair- 
weather or anybody else could justify the expenditure of $12,600,000 simply 
-on the basis of additional revenue which the railway expected to derive there- 
rom. But I would point out, honourable senators, that there are very many 
other considerations involved. Forty per cent of this expenditure is coming 
‘under the head of unemployment relief in the city of Montreal. Are we going 
to inquire into the policies of the Goveriiment with respect to unemployment 
relief, in order to consider whether there is justification for the spending of 
this money in the city of Montreal for relief of unemployment? Then, of 
‘course, there are other matters of general public policy which the Government 
had to take into consideration with respect to this matter— 

i Right Hon. Mr. Mrtcuen: Do you say, Senator, that we should never 
‘inquire into the wisdom of any Canadian National project so long as the 
Government put some money into it for unemployment relief? 

Hon. Mr. Hucressren: No, I would not say that. 

* Right Hon. Mr. Mrichmn: That is what you are arguing. 

q Hon. Mr. Hucsssen: Forty per cent of this expenditure is for unemploy- 
ment relief. When many millions of dollars are being spent each year for 
“unemployment relief, it is far better to spend some of it for the completion of 
-something like this than for keeping men in idleness. 


Right Hon. Mr. Mrtcumn: That may be true. But let us hear the other 


side. 

' . Hon. Mr. Hucsssen: With all the sarcasm of which he is capable the 
right honourable senator tells us about the necessity of listening to the other 
side. I am trying to point out that there are many other sides. There are 
/not only the Canadian National and the Canadian Pacific sides. 

' Hon. Mr. Hare: Let us hear them. 

Hon. Mr. Hucessen: If you decided to hear them, it would not be half an 
‘hour you would need but half a year, as one of the members has already 


Bight Hon. Mr. MricHen: Why did we start on this? 


q Hon. Mr. Hucrssmn: May I be allowed to complete my statement? I hope 
t am not getting under the skin of my right honourable friend. 
Hon. Mr. Murpock: Some people want to put the plaintiff on the bench as 
judge. 
i Hon. Mr. Hucessen: There is the side of the City of Montreal. We have a 
gash in the side of our mountain, a terrible looking thing, which has been there 
lor many years. If this terminal is completed it will mean a great deal from the 
point of view of traffic facilities in the city of Montreal, clearing up congestion 
on the streets, and so on. 
1 will repeat what I was trying to say, that if we go into this thing com- 
pletely we shall have to hear more than the experts from the Canadian National 
and the Canadian Pacific; we shall have to hear representatives from the city 
of Montreal, and we shall have to get the Government here to state what their 
policy is on unemployment relief. And I venture to say that not only would 
: Bo = an inquiry. take many ee but the EUS would ener be SMe 
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Right Hon. Mr. MrigHen: The honourable senator cannot get away 
the conclusion to be drawn from his remarks, which is this, that having hy 
the case as put by Mr. Fairweather— : 

Hon. Mr. Hucrssen: We have not heard that. 

Right Hon. Mr. MricHpn: Yes; his memorandum has been sent to 
Now you are saying that we must stop there, that we cannot hear the other Sh 
because it would take too long. 

Hon. Mr. Danpuranp: I should like to ask: Who is the other side? I sti 
insist that on a matter affecting the domestic policy of the Canadian Nationa’ 
Railways it would not be a decent thing for the Canadian Pacific— ; i 


Right Hon. Mr. MricHen: Have we not heard the other side on every 
thing else? = 
Hon. Mr. Danpuranp: —it would not be a decent thing for the Canadia Te 
Pacific to discuss it and try to revert to a suggestion of theirs which was made { 
in 1929 and absolutely rejected. 
Right Hon. Mr. MrigHen: There is not a thing we have had before thig 
Committee which does not affect the Canadian National’s internal policy. — 
cannot possibly do our work without investigating the internal policy of th 
Canadian National. , | 
Hon. Mr. DanpurAND: I do not object to that. . i 
Right Hon. Mr. Mrighnn: And with respect to everything, up to now, 
have heard the other side. With respect to everything else we have heard vi 
as to what better could be done to save money to the country, but when we 
to this thing we are told that we must only hear the Canadian National. 
then we must shut up. 
Hon. Mr. Danpuranp: We may examine into the Canadian Natio 
situation, as was done in the House of Commons committee. 


Right Hon. Mr. Mrighnn: But not hear the other side? 


Hon. Mr. Danpuranp: But not allow their rival, the Canadian Pacific, 
interfere in the affairs of the Canadian National. 


Right Hon. Mr. MriacHrn: Does not everything affecting the Canad 
National policy concern the Canadian Pacific, just as it concerns every t 
payer, and indeed far more directly? Everything that has to do with econo: 
in railway service in Canada concerns the Canadian Pacific, whether it is 
internal policy of the Canadian National or not. We never should have me 
here if we are to pursue the course that is now suggested. 


Hon. Mr. Danpuranp: Will my right honourable friend answer me ¢t 
question? What interest has the Canadian Pacific in the fact that the Canad 
National is improving its terminals in Montreal, and how is the Canad 
Pacific affected by that? 


Right Hon. Mr. Mriquen: In several ways, First of all, it is the bigg 
taxpayer in Canada. It is certainly affected in that respect, and very serious 


Hon. Mr. Danpuranp: But it is gathering its taxes from the people, 
the same. 


Right Hon. Mr. Mricuen: So is everybody. The honourable gentlem 
should not have made that statement. *: 
In the next place, the course pursued by the Canadian National all 
years has made it impossible for any competing road successfully to pre 
along the line of economy. The Canadian Pacific railway therefore has a 
direct interest in economical policies with respect to matters affecting the Ca 
dian National Railways. There is no institution in Canada that has so : 
interest in this terminal. 
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+» Hon. Mr. Danpuranp: Are they interested in any improvement that the 

Canadian National Railways are interested in having? 

Right Hon. Mr. Mricuen: Certainly. If there is a more economical rail- 

a ay policy to be pursued in which they can join, they are interested just as 

particularly as they can be, and it is our absolute duty to hear them, because 

if they can show that the people of Canada can save money by another policy, 

then it is not only good to them, maybe first of all, but— 

Hon. Mr. DanpurANnp: As the Windsor street station. 

Right Hon. Mr. MetcHen: -—but fof the whole country. 

Hon. Mr. DanpurANpD: We started that in 1929. 

Right Hon. Mr. MeicuHmn: We could not hear a particle of evidence if the 

honourable gentleman introduced that principle and enforced it from the 

| beginning. 

lo Hon. Mr. Danpuranp: I say this question of the terminal of the Canadian 

ational in Montreal appertains to the interest of the Canadian National alone, 

and that it is not for the Canadian Pacific to intervene and say, “ We think 

| those improvements are discussable.” 

Right Hon. Mr. Mricunn: Would not the same thing apply to what 

should be done in respect of the Canadian National road from Woodstock to 

Windsor? 

Hon. Mr. Catper: And to every terminal in Canada. 

Hon. Mr. Danpuranp: There is the joint interest of the two railways— 

: Coa Hon. Mr. Mricumn:' Sure. And there is the joint interest of the 

| people. 
; Hon. Mr. DANDURAND: —1in the terminal at Montreal? 

Right Hon. Mr. MricHen: Of course. If the Canadian National should 

‘give up a line, and we discussed whether it should or not, that is a matter of 

| internal policy of the Canadian National, true; but if there is a co-operative 

‘policy of economy, then it is equally something in which the Canadian Pacific 

is interested. 

() Hon. Mr. Murpock: Would it apply to cars? 

\) Right Hon. Mr. MeicHen: If another policy will promote ¢o- operation, 

‘then we hear the other side. The honourable senator is ready to apply that 

principle to everything else, but once we get into the sacred precincts of the 

terminal at Montreal, he says, “ Hands off, you other fellows, keep out! We 

‘will hear one side.” I object to that procedure. 

! Hon. Mr. DanpurAnp: The answer is very simple. The Canadian Pacific 
has its own station and is satisfied with it. 

Right Hon. Mr. MetcHen: It has its own road from Woodstock to Windsor. 

Hon. Mr. DanpurAnp: But that is a question between the two roads 

where economies can be effected. 

Right Hon. Mr. MeicHen: And we inquire whether those economies should 

| not be carried out; but here we are told we should not inquire. 

Hon. Mr. Dannuranp: From the beginning we opened the door to allow 

the C.P.R. to defend its Windsor street station as a union station. That has 

b been discarded, and the Canadian National says, ‘“‘ The only solution is that 

a Bir Frederick Palmer, which we embodied in the Act of 1929.” 

I move the committee adjourn now, to meet again after the Senate adjourns 

his afternoon. 

| r Hon. Mr. Rosinson: May I ask, is this document forwarded to us to be 
made a part of the record? A 

Right Hon. Mr. Mricuen: It is in the hands of everybody and has been 

| quoted from. 


x 
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Hon. Mr. Danpuranp: Yes. I suggest i form part of the record = 
delivered here. 


Hon. Mr. Buacx: I do not Gane that should be done until we decide 
what we are going to do about it. 


Hon. Mr. Ropinson: Senator Meighen said it is not part of the record. 


Right Hon. Mr. MricHmn: It is part of the record in that it has been ; 
read by us. * 


Hon. Mr. Brack: If we are not to go into the question and hear evidence, 
I do not think we should put it in at all. 


Right Hon. Mr. MriagHEen: We have all got it. 


Hon. Mr. Brack: Quite true. But if the decision of this committee is shail 
we are not to go into that question further and hear references from other 
sources— 

Hon. Mr. Parent: It is on record already. 

Hon. Mr. Buack: I do not think we should deal with it now. 


Hon. Mr. DanpuraNnp: I think all that matters is in type, and that since 
we have spoken of the terminals in Montreal, we should have the explanation 
given by the Canadian National in the other committee. e 


Right Hon. Mr. Meicuen: All right. . 


Mr. Furnrorr: Mr. Chairman, I intervene at this stage aati a great. 
deal of hesitation as representing the other side—what I may term one of 
the other sides. This is possibly an octagonal situation. 

I do not wish to state the Canadian Pacific case, but, with great respect, 
I should like to deal with some misconceptions in connection with this matter. i 
I think the report of Sir Frederick Palmer has been misunderstood in certain — 
respects. In the first place, his position apparently has been misunderstood. — 
He may be spoken of as an arbitrator, but, ordinarily speaking, both sides 
join in appointing an arbitrator or, in case of failure to agree, he is appointed 
by the court. But in this particular case the Canadian Pacific had nothing 
to do with his appointment. a 

Sir Frederick Palmer in his report did look forward to a union station and- 
stated, incidentally—if I remember the figures rightly—it would cost slightly 
over $50, 000,000 to bring the Canadian Pacific into that station. That is the 
central station. 

Hon. Mr. Danpuranp: How many millions? a 

Mr. Furnrort: No; $28,000,000. His total figure was $83,000,000. It 
was $50,000,000 without that particular work. a 

As Senator Dandurand said, that report was adopted in 1929. ay 

About that time, in fact really before Sir Frederick Palmer was appointed, 
we filed a report, made by a terminal engineer from the United States, Mr. 
Smith. A figure of $20,000,000 has been quoted as coming from that report. 
But that $20,000,000 was for a complete unification of the terminals of the 
two companies, and it is not fair to compare that with the $12,000,000 figure 
that has been under discussion, because this $12,000,000, as I understand from 
Mr. Fairweather’s evidence, provides for a partial completion of Sir Frederick 
Palmer’s scheme for the use only of the Canadian National Railways. 

Since 1929 a great deal of water—or water in the form of money—has 
gone under the bridge. Financial conditions have so completely changed that, — 
following the passage of the 1933 Act—and I suggest that that is a material 


Cal 


the engineers of the two companies got together and made a joint rep rt, 
which is on record and to which we propose to refer: 
[Mr. B. P. Flintoft, K.C.] 
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In that joint report they made certain findings as to the capacity of the 
‘Windsor street station to handle the traffic of both companies, and showed that 
it was quite feasible. 


Hon. Mr. Carper: Who first put his nose in the other person’s pot? 


q Mr. Fuintrorr: I could not say. It was under the co-operative committee. 
They directed an investigation and appointed this sub-committee of two 
_ engineers, one representing the Canadian National and the other the Canadian 
Pacific. Mr. Gzowski, Chief Engineer of Construction of the Canadian Na- 
tional, and Mr. Armstrong, at that time assistant engineer of the Canadian 
- Pacific, made this joint report. 
‘ In our view this is the largest single opportunity for effecting co-operative 
savings that ‘thas arisen since the passage of the 1933 Act. We have no desire 
whatever to interfere with the domestic problems of the Canadian National, 
but we have been working along under this co-operative act which, as Senator 
_ Meighen has pointed out, in practically every case that arises does involve 
a certain interference with the domestic policies of one or other company. 
We suggest, with the greatest respect, that this is a matter which is 
preeminently one for inquiry before this committee. Ex parte statements 
have been made from time to time in regard to this Montreal terminal situa- 
tion. As far as I am aware, the Canadian Pacific has never been called upon 
to participate in those discussions. We think it would be of great value to 
the committee if it had an opportunity at the present time of hearing what 
has been termed here this morning, “the other side of the question.” That is 
all we suggest. We have prepared a statement and are ready to put it before 
you, and we think we can give you some valuable information on the question. 
We feel that this committee will not have adequately discharged its functions 
unless it hears that point. 
_ As I read his statement, the Hon. Mr. Dandurand said in the House 
that this whole question would be gone into by the committee. In the early 
stages of the sittings he said that when we come to co-operation the Montreal 
terminal question will no doubt be brought up. In view of those statements, 
; we took it for granted that this was one of the things the committee would 
naturally want to know something about, and consequently we prepared a 
~ statement and are ready to give it to you. I wanted to clear up some mis- 
conceptions which might be in the minds of members of the committee, and 
q I hope you will be good enough to hear the statement that we are ready to 
submit to you. 


_ Hon. Mr. Danpuranp: Of course, Mr. Flintoft, this matter opens up the 
‘question of adopting the Windsor street station as a union station. 


_ Myr. Fuintorr: As has been stated, sir, and as you said this morning, this 
committee cannot order the Canadian National to go into the Windsor street 
station, nor can it. order the Canadian Pacific to go into the terminal station. 
But we think it would-be very valuable to this committee if we might give what, 
in our view, are cogent reasons why the Windsor street station should be adopted 
to serve the joint interests. 


<= 


: Hon. Mr. Danpuranp: That is the problem you want to put before us, 
to revert to the question of adopting the Windsor street station as a union 
aS tation. 


. Mr. Furntorr: Purely, sir, from the standpoint of effecting savings to the 

two railway systems. We have no desire whatever to interfere with any Cana- 
| dian National domestic problem in this matter. It is simply a question of 
whether we, the two companies, can effect a saving and serve the public 
adequately in some other way. 
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report. 
Montreal could best be served by a joint station for the east at Place Vie 
and either separate stations or a joint station in the west-end for the service 
the two railways. 
Hon. Mr. Danpuranp: Either joint or separate, and then develop the 
Bonaventure station. Ma 


Mr. Fuinrorr: But he did not reject a joint station, sir. What he dic 
say was that there should be two joint stations: Place Viger, for the east end 
and either-a combination of Bonaventure and Windsor street for the west end 
or, if that was going to cost too much, the development of them separately. But 
he did not reject joint stations. 


Hon. Mr. Danpuranp: But he siatod that the Canadian Pacific were ii 
provided with terminals,—Windsor street and Place Viger. 


Mr. Fuintorr: We think so, too. And I think it is pretty well recognized 
among railwaymen that the Canadian Pacific’s entrance into Montreal West 
is one of the best natural entrances into any city of its size on the continent. 
You see, we get right into Montreal West without a grade crossing at all. Then 
we have these suburban stations developed: Westmount and Montreal West 
which are yearly becoming more valuable; and Park Avenue, in the north, whi 
serves the whole northeastern section of the city. No matter what you do, y: 
will never get the people from that part of the city to double away down 
the centre of the city to take a train which goes past their door on the way o 
You know that for the skiing traffic and all that traffic for the north and th 
east, Park Avenue is the station. We cannot get away from Park Avenue 
If the tunnel terminal were adopted as a union station you would have 
abandon Park Avenue, Montreal West and Westmount,: unless you spent 
$28,000,000 to get the Canadian Pacific into Montreal. If I remember rightly, — 
sir, you said in the Senate that as to traffic from the north, south and east, t 
Canadian Pacific will come into the tunnel terminal willy nilly. Of ot 
cannot agree with that view. 

Hon. Mr. Danpuranp: I was stating the long view. 

Mr. Fuintort: Well, it is a very long view, sir. 

Hon. Mr. Danpuranp: Yes, it is. 

Mr. Fruintrorr: I think that as every year goes by these suburban statio 
become more valuable. The city is'spreading to the northeast and north. 
you know, sir, the opportunity for growth in Montreal is to the north, behir 
the mountain. The public would be. up in arms if there was any suggestion to 
close Park Avenue, Montreal West and Westmount. 


Hon. Mr. Danpuranp: The Canadian National has its tunnel termina 
which it is using now. If it develops it on the line of joining Victoria Bridge to 
the terminal, it hampers in no wise the operations of the Canadian Pacific. 


Mr. Furnrorr: No, but we think and we would hope to be able to sh 
that the Canadian National can be served just as well at Windsor street statio om 
with very much less expenditure. 


Hon. Mr. Danpuranp: That was the proposition which was made in 1920 
and rejected. i 


Mr. Furnrorr: Of course Sir Frederick Palmer, as you know, sir, had a 
very much more elaborate scheme before him. At that time a very much mo 
extensive station layout was proposed, with a double track line from the tu 
- around to the west, joining with their main line away out at Pointe Claire 
a connection there to the east joining the line from Joliette. That was 
great picture. It was a lovely picture, if you had unlimited means. 

[Mr. E. P. Flintoft, K.C.] 
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tuation has vastly changed since 1929, and that is not the scheme being 
‘oposed at the present time. The present scheme is virtually a stub-end 
ation, with all trains approaching from the west and south across the canal. 
rains ‘to and from the West have to cross the canal twice. 


Hon. Mr. Rogsinson: As I understand, your view is that there should 
e a union station, but you submit that it should be the Windsor street sta- 
on. That is, you realize the urgent necessity of some improvement in the 
anadian National’s Montreal station. 
| Mr. Furnrorr: Quite. We have no desire whatever to keep the Cana- 
ian National at Bonaventure station. 


Hon. Mr. Ropinson: Something has to be done. 


Mr. Fuintorr: We feel that something has to be done. And I may say 
at another element of the situation is that of passenger pooling, which has 
been before you. To carry out adequate passenger pooling we need a union 
station in Montreal. As you know, Montreal is the only metropolitan centre 
that is without a union station. There is a union station in Toronto, Ottawa, 
Quebec and Saint John—I am speaking of the eastern territory now. Both 
ompanies are using the same situation in every one of those places. And it 
ould be a great advantage in the matter of passenger train pooling if there 
ere a union station in Montreal. 

_ Hon. Mr. Danpuranp: But you are studying the pooling of trains to- 
jday under present conditions. When you are considering the pooling of trains, 
mhether locally or transcontinentally, what difference ‘does it make whether 
he Canadian National station is at the tunnel terminal or Bonaventure? 


' Mr. Fuintorr: Sir Frederick Palmer suggested a double track from 
twater avenue, circling around the heart of Montreal and joining up with 
present terminal at around the McGill College grounds. His scheme to 
ng the Canadian Pacic traffic into that station involved an expenditure of 
ut $28,000,000. 
) Hon, Mr. Danpuranp: But you know very well that you could easily 
eome into the tunnel terminal from your tracks at Montreal West. 
Mr. Furntorr: No, sir. I think it would be difficult to get into the tunnel 
from Montreal West on account of the difference in levels. The Canadian 
National line, as you know, is on a considerably lower level. And besides, that 
eme would involve complete abandonment of our stations at Montreal 
|West and Westmount, which, I think you will agree with me, would cause a 
loller in Montreal. 
_ Hon. Mr. Horsry: What do you estimate it would cost to make it pos- 
ible for the Canadian National Railway to use the Windsor station as a 
ion. station, satisfactorily in every way? 


yp Mr. ues ties To put in a connection from St. Henri has been vari- 
ously estimated, according to the number of tracks and the grades used, at from 
about $5,000,000, I think, up to $9,000,000. The joint engineers’ report that 
oke of, the 1934 report, said that with an expenditure of $6,000,000 the 
nt line of the Canadian Pacific from Montreal West could be used for 
companies. 

_ Hon. Mr. Danpuranp: I have looked at the figures and I find $14,000,000. 


Mr. Firntorr: There is a figure, sir, of $13,000,000, I think, which involves 
mplete rearrangement of the terminal, including a coach yard out in the 
inity of Montreal West that would be large enough to accommodate the cars 
oth companies. And that has been compared, I think, in some quarters, with 
12,000,000 of the Canadian National, but it is an entirely different proposi- 
n , because with a connection from St. Henri there would be a complete union 
inal. We do not need to go that far at the present time, because the 
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Canadian National has its coach yard down on Turcotte, as you know. Tae 
connect that up so that it could be used and use our present coach, yard at 
Glen, can be done for from five or six to nine million dollars. - 
Hon. Mr, Ropinson: These things are very hard to understand without 
a map. a 
Mr. Fuinrorr: I realize that. We have a map, sir, that would show the 
whole picture, if you find it possible to let us make our statement before you. 
Thank you very much, gentlemen. 


The Committee adjourned, to resume after the Senate rises. 


? 


The Committee resumed at 4.15 p.m. 


H. B. Cuase, Assistant Grand Chief Engineer and Dominion Legislative 
Representative, Brotherhood of Locomotive Engineers, appeared as a witness. 


The CuHatrrman (Hon. Mr. Beaubien): All right, Mr. Chase. a 


Mr. Cuase: Mr. Chairman, not having a definite date set, I sent on this” 
proof. When I finish reading it I would like to say one or two words of explana- 
tion. | 

The Cuatrman (Hon. Mr. Beaubien): Right. : 


Mr. Cuase: This is addressed to the Special Committee of the Senate ap- 
pointed to inquire into and report upon the best means of relieving the country 
from its extremely serious railway condition and financial burden consequent 
thereto, and reads:— ih 


Honourable Sirs: — : a 

Our request to appear before your Honourable Committee was actuated | 
by a news item appearing in the Montreal Star of March 21st, in which was | 
embodied statements purported to have been made to your Committee on that 
date by Professor J. L. MacDougall of Queen’s University. The item in the 
Montreal Star reading, in part is as follows:— mg 


Labor Agreements Called Obsolete ie | 
Obsolete wage agreements arrived at years ago when railway con- | 
ditions were prosperous coupled with complicated rules governing working | 
agreements prevented Canadian railways from making large economies, | 
Prof. MacDougall told the committee. et 
The regulations agreed on between the railway managements and the | 
employees produced anomalous conditions, they worked to the advantage | 
of those in the higher-age class on the seniority lists and to the disadvan- | 
tage of the general body of junior employees. ~ x | 
Under them passenger engineers were able to receive wages amount- | 

ing to slightly more than $4,000 a year, for a 15-day month. Railway | 
wage-rates were to-day on the 1929 basis, the highest ever reached, Prof. | 
MacDougall said. They continued on that scale in spite of the fact that | 
all returns disclosed railroading to be a declining industry. | 
It is anomalous that this country should guarantee the highest 
1929 wage rates to sheltered workers and continue to pay them to 
eradually decreasing number having regard to the pressure on the la 
_ market, said Mr. MacDougall. 


High Wages Cause Unemployment. = 
To Senator C. W. Robinson (Lib., New Brunswick), Mr. MacDougall | 
declared that this illustrated how “high wages cause unemployment”. 
[Mr. H. B. Chase.] | 


| 
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Hon. Mr. Danpuranp: I would suggest that you pass that newspaper 


oping, because it is but an excerpt of what has taken place here, and we are 
re of it. 


_ Mr. Cuasz: All right, sir, we will go to the bottom of page 3. 
Hon. Mr, Danpuranp: The top of page 4. 


/ Mr. Cuase: I think, sir, I would have to commence on page 3. There is 
here My comment starts. 


| The Cuarrman (Hon. Mr. Beaubien): At right. 

| if i 

| Mr. Cuasz (reading): 

| At the outset, we wish to make it clear that in refuting the statements 
e by Professor MacDougall we are assuming that the item in the Montreal 
ar was a correct report. 

Dealing with statement reading as follows:—= 


The regulations agreed on betweén® the railway managements and 
the employees, produced anomalous conditions. They worked to the 
advantage of those in higher-age class on the seniority lists and to the 
disadvantage of the general body of junior employees. 

Under them passenger engineers were able to receive wages amount- 
ing to slightly more than $4,000 a year, for a 15-day month 


_The true facts of the situation do not substantiate the statements made 
r Professor MacDougall, for the reason that passenger and other locomotive 
neers are, by the agreements with the railways, restricted with regard to 
amount of mileage which they are permitted to run or earn during a 30- 
y working period, and further, commencing in 1931, and up to the present 
, other regulations have been placed in effect restricting locomotive engi- 
s from making the maximum mileage provided for by the general agreements. 
e restrictions have had the effect of compelling locomotive passenger 
ers to, so-to-speak, take a vacation after their mileage for a 30-day 
g period has reached the limit of forty-five to forty-six hundred miles in 
nger service, and thirty-five to thirty-six hundred miles in freight service. 
By the application of these additional regulations, the senior men are, to 
asonable extent, required to share the work with the junior men; there- 
he regulations do not operate to the disadvantage of the general body of 
or employees. 
The lowest rate paid to passenger locomotive engineers on the smaller 
of power is $6.16 per 100 miles; while the highest average rate in the 
ion of Canada is approximately $6.48 per 100 miles. 
Assuming that each passenger locomotive engineer was able to work to the 
it of 4,600 miles per month (which is not generally the case) for the entire 
, the engineer operating the smallest class of power could make $3,400.32 
annum, while a man working on a locomotive carrying the highest rate 
uld earn $3,486.96 per annum. 
Thus far we have given the maximums which can be earned, but on the 
hand there are minimums, as the regulations provide that no reduction 
made in the number of passenger engineers employed as long as they can 
| minimum of 4,000 miles per month. Under the minimum regulations 
a locomotive carrying the lowest rate, a passenger engineer could earn 
80 per annum, and with an engine paying the highest rate, the minimum 
gs could be $3,100.40 per annum. It is also safe to say that some pas- 
engineers are at the maximum, while many are at the minimum, and a 
arge number are in between the maximum and the minimum; thus it 
pe noted that Professor MacDougall’s statement to the effect that passenger 
lotive engineers are able to receive wages amounting to slightly more than 
a year, is incorrect. 


=. S - 
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We might further add that the above figures are based on the assum} 
that the passenger engineers work steadily throughout the year, and it 1s equa 
true to say that many of them do not work steadily throughout the year, 

As to how Professor MacDougall arrives at his 15-day month, is per 
best known to himself. Passenger locomotive engineers, in common with frei 
locomotive engineers, work, and are paid on a mileage basis, and not on a da 
basis; therefore, no true comparison can be made as between men who work 
and are paid on a mileage basis, with those who work strictly on a daily basis. 
Some passenger runs operate on fast schedules, while others operate on slow 
schedules, and the length of time consumed in running 100 miles or more varies 
in accordance with the schedule speed of the train. Many of the locomotive 
engineers are required to be on their runs practically every day in the month, 
while in other instances they may double the road one day, and have the next 
day off. The manner in which these men operate is figured out to the best 
advantage of both the railways and the employees. 4 

As further proof, may we direct your attention to the Statistics of Steam 
Railways of Canada for the year ending December 31, 1937, pages 34 and 36. 
where you will find the following:— a 

Average Total Total Average Salaries Salaries — 

Number hours Salaries hours and wages and wages 

Employed on duty and wages worked per hour per year 

Road passenger 
Engineers and e 
Motormen ..... 866 1,774,774 $2,775,746 2,049 $1,564 $3,205.25 
By taking the average hours worked, i.e.: 2,049, and dividing it by twelve 

;t will be found that these passenger engineers work on an average of 1702 hour 
per month, and when reduced to days worked per month, it works out at al 
average of approximately 21 days of eight hours. The average salary bein 
$3,205.25, taking into account what has been set forth above; again bears ou 
our statement that Professor MacDougall’s contentions are incorrect when hi 
states—‘‘passenger engineers were able to receive wages amounting to slightl; 
more than $4,000 a year, for a 15-day month.” A 
Professor MacDougall also states—‘‘The railway wage rates were D4 

on the 1929 basis, the highest ever reached.” This statement is also incorrect 
as the highest rates of pay were reached under the McAdoo Award in the yea 
1920, and at this juncture may we state that the application of the so-calle: 
McAdoo Award was put into effect on the Canadian Railways as a result ¢ 
Privy Council Order No. 1768, dated July 16, 1918, reading in part, as follows:- 
1. That the scales of wages of railway employees as fixed by th 

McAdoo Award in the United States territory, including any amenc 
ments or extensions thereof be applied in Canadian territory, in so fe 

as all lines of railways owned, operated or controlled by the Governmer 

are concerned. ae 

2. That the wage scales of privately owned railway companies 1 

Canada should be similarly advanced. ha 


The scale of wages provided for by the McAdoo Award and the Order « 
the Privy Council only remained in effect until July, 1921, whereupon a 123 pe 
cent reduction in pay was made effective on Canadian Railways. Oe om 

In the year 1927, the locomotive engineers in Canada secured an im 
in pay amounting to approximately 5 per cent, and the rates established at 
time are still in effect; therefore, even though wages rates are on the 1929 | 
they are not the highest ever reached. 

Professor MacDougall also states:— ' 

It is anomalous that this country should guarantee the highes 
wage rates to sheltered workers and continue to pay them to a gradu 
decreasing number, having regard to the pressure on the labour 


[Mr. H. B. Chase.] 
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Evidently Professor MacDougall has not taken into account the reasons 
for the gradually decreasing number of railway employees. The true facts can 
be readily ascertained if a study is made of the changes Saray have taken 
place, say since the year 1920. 

| “In 1920 there were 6,030 locomotives in service on the Gaia in railways 
with an average tractive power per locomotive of 31,112 pounds. 

In 1937 the number of locomotives had declined to 4,667, a decrease of 
‘approximately 22-6 per cent as compared with 1920; the average tractive 
power per locomotive in 1937 had, however, reached a new high peak of 38,871 
pounds, an increase in average tractive power of approximately 25 per cent 
over 1920. 

The introduction of larger locomotives and steel cars has undoubtedly 
~ reduced the amount of employment, not only for locomotive engineers, but for 
other classes of railway employees; but, on the other hand, it must be admitted 
that when operating a larger locomotive and handling larger trains, there has 
been a considerable increase in the productivity of each individual locomotive 
engineer ; in fact, in many sections of the country, two locomotive engineers 
are now producing, as much as three men formerly produced, and this without 
any great increase in the cost to the railways. The lowest rate per 100 miles for 
engineers in passenger service being $6.16, while the highest average, excluding 
Mountain territory, is $6.48 per 100 miles. In other words, the locomotive 
engineers are in no way responsible for the gradually decreasing number of 
employees, neither are they receiving any higher wages than they formerly 
received, irrespective of the fact that their productivity per man has greatly 
increased. The decrease in the number of employees is also affected by the 
decrease in the amount of traffic handled by the railways, and again let us 
point out that the senior men have endeavoured to assist som owe in spread- 
"ing the work, and taking care of some of the junior men. 

The item in the Montreal Star, above referred to, also contains the 
following: — 

Bes. To Senator C. W. Robinson (Lib., New Brunswick) Mr. Mac- 
i Dougall declared that this illustrated how “high wages cause unem- 
ployment.” 


% To this we would say that it is generally recognized that there are two 
schools of thought with regard to the causes of unemployment, but our view 
is that low wages cause unemployment, while high wages create employment, 
as an illustration we might state, that during recent years, while wage deduc- 
tions were in operation on the Canadian Pala the employees of those 
railways contributed from their pay cheques approximately $100,000,000. 
The deduction of that money from the pay cheques of the employees 
reduced the purchasing power of railway employees alone to the extent of 
$100,000,000, and with wage cuts and deductions being the order of the day in 
various industries in Canada, the shrinkage of purchasing power undoubtedly 
had its effect upon employment, and assisted to create unemployment. If the 
rking people have good wages, they are able to buy many things which 

sy need, which in turn must of necessity stimulate industry, but when 
ul able to purchase the goods and materials produced in the country, all 
forms of industrial life are affected, and more of our people find themselves 
in nd ranks’ of the unemployed. 

To continue— 
a Mr. MacDougall cited how passenger engineers continued to be 
paid at a rate that enabled them to earn better than $4,000 for a 15-day 
month, while operators of a bus line, working 10 hours a day regularly, 
were paid $1,800 a year. 
Te 
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With the greatest of deference to the operators of the passenger bus teed 
we feel it desirable to say that no fair comparison can be made between a 
locomotive engineer and an operator of a passenger bus. : 

On the average, less than one locomotive engineer in ten ever gets to where © 
he is regularly ass igned to a passenger train, and in order that your Honour- F 
able Committee may have a slight idea of, what might be termed, the training — 
period which a man must go through in order to reach the stage where he can 
be regularly placed in charge of a passenger locomotive, the following expla- 
nation may be of value. 

Generally speaking, a man commences at about the age of maturity by 
cleaning engines in the ‘shop, and eventually emerges as a locomotive fireman, — 
provided ‘he is in good physical condition, and can pass the necessary examina- 
tions. For several years thereafter he is able to work only when some other 
- man lays off, or due to an increase in traffic. After about 10 years of these 
ups and downs, he may secure regular employment as a fireman, where he 
will in all probability remain for a further period of approximately 15 years 
but before being qualified to work as a locomotive engineer, he is required to — 
pass a thorough examination, written and oral, on the locomotive itself, on 
the air brake and electrical equipment, and in addition thereto pass a very 
rigid examination with respect to visual acuity, colour sense and hearing. He 
must also pass a written and oral examination on the book of operating rules, — 
and here it might be noted that the Canadian National book of rules contains — 
637 rules, while the Canadian Pacific contains 673. | 

If he passes these examinations successfully, he commences his life as a — 
locomotive engineer, and again takes the ups and downs, being used when other — 
men lay off, or when increased traffic conditions arrive, and for approximately 
another 10 or 15 year period he finds himself alternating between running and ~ 
firing a locomotive. BS 

His next move will be to regular freight work, and when he reaches the 
age of approximately 60 years, if he has survived for that length of time, he — 
becomes a passenger engineer, with about 5 years in which to remain in service. — 

Every two years he is required to pass a further examination on visual — 
acuity, colour sense and hearing, and if any of these senses fail, he is, so-to- — 
speak, relegated to the yard service, or to the scrap heap, as the case may be. 

A demerit mark system also prevails, and if he be unfortunate enough to 
acquire 60 demerit marks against his record, he is subject to dismissal, and — 
here let it be said that once a locomotive engineer loses his employment as 
such, his entire career as locomotive engineer is ended, as there is no place in — 
Canada where he can again secure such employment. ae 

When in charge of a first class passenger train he not only has under his 
care a power plant on wheels, of an approximate value of $100,000, carrying — 
up to as high as 275 pounds of steam, but has in addition thereto a train with ‘ 
a value of approximately $1,000,000; in other words he is the General Man- — 
ager of a $1,000,000 plant. 

While on duty he must remember all of the rules, not only those in the — 
rule book, but those which appear in the time-tables and bulletin books, and _ 
must execute all orders given to him by the train despatcher. In fact, ‘from | : 
the time he steps on the locomotive until he steps off, he is nothing ‘but a i 
keyed-up bundle of nerves, and may we add that it is beyond the limit of 
physical endurance for a human being to stand up against this kind of work 
day in and day out, without sacrificing his health. Te 

The passenger bus operator is not required to go through such an inten- 
sive périod of training as that which applies to a locomotive engineer, and if 
he should be so unfortunate as to lose his employment with one company his 
career as a bus operator is not necessarily ended, as is the case with a loco- _ 
motive engineer. f 

[Mr. H. B. Chase.] 
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~ Generally speaking, locomotive engineers are stable citizens, are home 
owners and taxpayers, and take an active interest in municipal and other 
affairs, and with the wages which they are at present able to earn, it can be 
‘safely said that no members of their families are on relief; on the con- 
trary, many of them are taking care of their sons and daughters, and their 
‘grandchildren, and in many instances are giving their sons and daughters 
higher education so that they may enter professions, and become useful and 
worthwhile citizens of Canada. 

4 A contributory pension system is in effect on both of the major railways 
of Canada. Under the Canadian Pacific Plan the earnings of the engineer 
during his last 120 months of service are used to determine the amount of his 
pension. The arrangement on the Canadian National is slightly different, 
but in both cases by contributing to these pension plans the men assure their 
future after reaching the age of 65, thereby avoiding the possibility of their 
becoming public charges. 

In most lines of industry when an employee is sent away from home on 
| business for his firm he is paid expenses, but this does not apply to locomo- 
tive engineers; consequently expenses away from home must be paid from the 
wages received, and as in most lines of industry the senior employees receive 
| the highest wages, we submit that there is nothing extraordinary in the meth- 
ods which now prevail governing wages and conditions for passenger loco- 
| motive engineers. May we again draw your attention to the fact that in the 
| year 1937 there were only 866 passenger engineers working in the Dominion 
of Canada. 

Professor MacDougall also stated— 

We believe, however, that the situation could be composed. by a 
process of attrition. The big wage earners, he repeated, were in the 
high-age classes. These could be left alone and no accession to their 
ranks be made. Agreement could be worked out with the junior classes, 
who were largely unemployed, and thus in time matters would be ad- 
justed. 


4 It is extremely hard to find language which would sufficiently express our 
views with regard to this statement. Can anyone imagine an employer enter- 
ing into an agreement with unemployed men to govern wages and conditions 
of those who are employed? In our opinion, this would be contrary to public 
| policy, and would be a clear violation of the principle and spirit of the Indus- 
F ial Disputes and Investigation Act. 
| Since writing the above I have received copy of the proceedings of your 
Special Committee for Tuesday, March 21st, and at page 22, Professor Mac- 
D een! is quoted as follows: 
Secondly, even the engineer, who is the most skilled member of 
the train crew, need not be a person of unusual skill. A man of sound 
intelligence could be trained to operate a locomotive in a very short 
time. In the pre-war period when the labour force was being rapidly 
{ increased, men quite frequently ran as full-fledged engineers after only 
x six months experience, ete. 


; 
“as 


_ We have no record of men with six months’ experience being promoted 
to the position of locomotive engineer, and it may interest your Committee 
| to know that the rules in effect, as between the engineers’ Organizations and 
| a Railways, require that a man must have at least three years experience 
as fireman before being promoted to a locomotive engineer. We hold that 
ne Railways and their employees, rather than Professor MacDougall, are 
a better position to decide as to the training which a man should have 
ore attempting to operate a locomotive, and we may add that the standard, 
above set forth, was in effect long before the war period. 
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At the bottom of page 24, a note appears, eect as follows: 

4CF. Case No. 469, Labour Gazette XXXVIII (November, 1938), 4 

pp. 1215-16. In this case it was shown that in one case the mileage . 
of engineers was increased from 4,160 to 5,200 miles per month; in 
another, from 4,200 to 5,397 miles in assigned service. On the facts 
cited above, $299 per month is the current earnings for approximately — 
4,680 equivalent miles, and only 3,276 actual road miles. If the present % 
mileage | be assumed to be 5,397 miles, then monthly earnings would rise | 

to $345 per month for 15 calendar days of work. . f 


Again, in this instance, Professor MacDougall was evidently not in pos- — 
session of the true facts, as ‘the note would lead anyone to believe that in that 
particular case the locomotive engineers were making 5,200 and 5,397 miles 
respectively. 

The true facts, as developed when the case was heard by the Canaan 
Railway Board of Adjustment No. 1, proved that in one instance the engineers — 
were making 4,800 miles per month, "and in the other instance 4,500 miles per — 
month. Bi 

At page 33, the following appears: 


By Hon. Mr. Murdock: 
Q. Now, tell me what would happen if there was a breakdown or — 
a snowbank at Prescott causing delay of four or five hours?—A. After — y 
you pass eight hours you go on time-and-a-half. 
Q. But what about this passenger car if they were held up?—A. . 
The engineer’s overtime would commence at five hours, and the con- — 
ductor’s and brakeman’s at seven hours and forty minutes. 4 


1 


xh 


Again, Professor MacDougall gives the wrong information. There are 
absolutely no provisions in the agreements between the locomotive engineers _ 
and the railways in Canada to provide for payment of time-and-a-half in_ 
passenger service, and further, as the preceding question indicates, if the 
discussion related to a train operating between Montreal and Brockville, a 
distance of 126 miles, the overtime for the engineer would not commence after 
five hours. The rule governing overtime for engineers in passenger service — 
provides for straight time payment for overtime, and the crew goes on overtime | 
if the train fails to average a speed of 20 miles per hour over the entire sub- R 
division. In this particular case, the overtime for the engineer would commence — 
six hours and eighteen minutes ‘after the train had departed from the Station — 
at Montreal. is 

Having regard to an article appearing in the Financial Post of Marea 
18th, last, entitled—‘High payrolls hobble Canadian Railroads’’,—together — 
with the statements made by Professor MacDougall, coupled with an editorial — 
appearing in the Montreal Gazette of March 23rd last, it would appear as if © 
a move is on to try to educate the public into believing that the Praca 
trouble with the railways is due to high wages, with the wages of the loco- — 
motive engineers being singled out for the attack, ‘ 

Believing that your Committee is desirous of viewing all sides of the 
question, and with the hope that the Press will be equally as anxious to present — 
the true facts to the Sable. as they have been in their endeavour to lead the 
public to believe that the wages of railway employees are too high, we submit 
herewith three tables; one showing Interest on Funded and Unfunded Debt 
of Canadian Railways in Canada for the years 1920 to 1937 inclusive; the 
second showing dividend payments made by Canadian Railways during the f 
years 1920 to 1937 inclusive, and the third showing ‘the total number of em- 
ployees, total hours worked, and total compensation paid to employees ot 
Canadian Railways, for the year 1920 to 1937 inclusive. (Note: 1987 is t. 
last year for which complete records are available.) 

(Mr. H. B. Chase.] 
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Phese: ens are submitted merely ee the purpose of showing what has 
Q ken place commencing with the year 1920 and running through to the end 
1e year 1937, as affecting bondholders, the shareholders, and the employees, 
Bi ve submit that the employees have not, and are not, enjoying any unfair 
vantage. 
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TEREST ON FUNDED AND UNFUNDED DEBT ON STEAM RAILWAYS IN CANADA 
3 FOR SPECIFIED YEARS 
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SPECIFIED YEARS 


Year 


Data for years 1920-1933 inclusive from Statistics of Steam 
For 1934 figure from Dominion Bureau of Statistics, Transportation and 


For 1935, 1936, 1937, from Statistics of Steam Railways of Canada. 


Tasize No. 2 
EARNINGS OF RAILWAY STOCKHOLDERS ON CANADIAN RAILWAYS FOR 


Dividend Payments 


Index No. 


Amount 1920=100 
$29, 942, 557 100-0 
30, 157,307 100-7 
30, 155, 207 100-7 
30,356,173 101-4 
30,512,155 101-9 
30,409,773 101-6 
30, 552, 425 102-0 
30, 606, 574 102-2 
33,729, 273 112-6 
35, 087, 201 117-2 
38, 890, 927 129-9 
27, 247,990 91-0 
2,766, 198 9-2 
21, 060 00-1 
108, 300 00-4 
199, 624 00-7 
2,698,905 9-0 
$385,441, 849 
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Source: Data for years 1920-1934, Statistics of Steam Railways of Canada. 
1935 figure from the office of the Dominion Bureau of Statistics, Transportat 
and Public Utilities Branch. Dividend Payments and Cash Dividend Ra 
from ‘“‘Railway Capital” (p. 16 in 1931 Report). 19386 and 1937 from Statisties 
of Steam Railways of Canada. 


TOTAL NUMBER OF EMPLOYEES, TOTAL HOURS WORKED, TOTAL COMPENSATION 
RECEIVED ON CANADIAN RAILWAYS FOR SPECIFIED YEARS 


Employees Total Hours Total Compensation : 
Year Index No. - |Index No. Index No oO. 
Number | 1920-100 Number 1920-100 Amount, 1920- 1007) 
=" 
INS PAU) 3 TER Ee ee ea ae 185,177 100-0 465,466,482 100-0 |$ 290,510, 518 100-0 
LEGAL 3 oy RRs eR RR ea 2s 167,627 90-5 394,778,197 84-8 | ° 247,756,138 85-3 
LSA be Cone Sack AS aM ete is a 165,635 89-4 401,995,411 86-4 233, 294, 040 80-3. 
LOST VAR acts ata o oem wick Bape 178,052 96-2 449,051,515 95-0 253,320,005 87-2 
TED ea olin SOD ae ae be 169,970 91-8 415,773, 205 89-3 239,864, 265 82-6 
AO OE ee gir tite Siete cra ios hue 166,027 89-7 411,209,522 88-3 2370100, con 81-8 
INSEE GW GAN, Re create ttn Po a ee 174, 266 94-1 437,927,249 94-1 253,412,424 87-2. 
TI RATAD ae VATE Ao ane age Pa ATRL Seat 176, 338 95-2 449 887,049 96-7 267,067,048 91-9. 
MO rapmevats: Millets. Sema ArArkeS care <7 2/tby! 187,710 101-4 482,685,474 103-7 287,775,316 99-1 
LO wai ten Seis te eit mn eat) Fre Rantles 187, 846 101-4 478, 743, 301 102-9 290, 732,501 : 100-0 | 
MOSSE Niepwa tS igt Teoh bach hen teh cig De de 174,485 94-2 431,629, 401 92-7 268, 347, 374 92-6 
HONEA Matai Shea Discs ARON Aer Aa i Stee ae a _ 154,569 83-3 364, 211, 642 78-2 229,499, 505 79-0 
OMe CR aries vit tivt cae tara trsisin fete 132,678 71-6 303,443, 246 65-2 181,118,588 —- 62-3 
OS Oa oh oe iin. dent tate eee O23, 65-8 276, 312, 787 59-4 158, 326,445 54-5 
TOSSES sk CBI a i CMa ae eee ee 127,326 68-8 293,563, 103 63-1 163,336, 635 56-2 
| OS ee cit Sa Sel eS eieaechy et 127, 526 68-9 296, 744, 680 63-8 172, 956, 218 59-5 
(UTS Re SER ge a a an ee 132,781 71-7 313, 291, 604 67-3 182,638,365 62-9. 
OR od i tel sa eae SL 133,467 72-1 319,191,097 68-6 


193, 855, 584 . 


Nore.—Data for 1920 from RAILWAY STATISTICS, for year ended Dec. 31, 1 921, page 2. Total 
days multiplied by 8 to determine number of hours. 


Source: Data from Statistics of Steam Railways of Canada for 1920-1934, 
inclusive (page 28 in 1931 report). Figures covering employees, total hours 
and total compensation represent grand totals. 1935 figures from the office of 
the Dominion Bureau of Statistics, Transportation and Public Utilities Branch. 
1936 and 1937 figures from Statistics of Steam Railways of Canada for years” 
ending December 31, 1936, and December 31, 1937, pages 32 and 34 respectively. 


[M'.. H. B. Chase.] 
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, As further proof of our contention, returning to the increase in the average 
tractive power per locomotive in 1937 over the year 1920, and returning to the 
par played by the locomotive engineer, we submit herewith the rates of pay 
per 100 miles: 


Through 
freight 
and all Snow 
; y other plow and 
Weight on drivers Passenger service way 
not freight 
~ otherwise 
specified 
Per , Pex Per 
100 miles 100 miles | 100 miles 
$ cts. $ cts. $ cts. 
ess HMB OOO Mosse at obese a Atle St Ses a Alas He eae nena ee ees ee 6 16 6 84 7 36 
80,000 to 100,000 lbs............. Shiota Hue 0 Nh ae eA ae DURE HEN 6 16 6 92 7 44 
100,000 (ret WACO OO Cer seis es Mk ies ene 0 tet) a ee IL a 6 24 7 00 (ey. 
5000 to 170,000 Woh cf Boe Sata: 8 eS on end La Ae er RS Sap Gi ay) 7 24 100: 
EO ObOa ce OGUR Spare een ee ash kota. ee sicvy ile a\e che, Rohe italien 6 40 7 40 7 92 
BRU OUEEORD DOL OUURLO Shearer trite Hemet aey meme re Myc. lee peel i 6 48 7 56 8 08 
PEA ORCORS COLOUR Sa erent ata cick Cre ester As ok oie eh, Mo wet ad 6 56 7 70 8 22 
Pe OUMbOFS SOL OOUMID Se Mints a ieerye eet eden ee MES oh oa ee Sete tbe g 6 64 7 84 8 36 
TH ADLD WAC CAO SOS evisu ts eters cork. elie Ae 5p oNMEM ere eam Med Ri Fee 6 72 8 04 8 56 
Bere Ue ntor4 Ot OO URS mcnienr eset LRTI NO Uda et ciate kes oes 6 80 8 04 8 56 
VOD Wo AOD. COO Maske Mn Go ee Aa IEE, Lac on OT a a 6 88 8 04 8 56 
COUMIo Sera KON CLateC ety Os ae ee eee yo 2 il tales wena 6 96 8 04 8 56 
Otay LOS des CHOCO B Hoe 5 ons cee em tOee 5 ceo ee ue 8 54 9 06 
Revere COOMA SuaANC RO VET semis eerie ere ie SMR Od ca ees 7 16 8 76 9 28 


I may say, Mr. Chairman, that the schedule of rates 1s copied exactly from 
the agreement in effect with the railways. 

We have stated above that in 1920 the average tractive power per loco- 
motive was 31,112 pounds, and to assist your committee in arriving at an under- 
tanding as to how these rates of pay apply to the weight on drivers, coupled 
th the tractive power, we would observe that a locomotive with a tractive 
rer of 31,112 pounds falls generally within the classification of 140,000 to 
0,000 pounds weight on drivers, and it will be noted that the rates of pay for 

such locomotives are:— 


Through freight 


Passenger and allother service | Snow plow and 
not otherwise way freight 
specified 
$ cts. $ cts. $ cts. 
6 32 2k: 7 76 


- The locomotive with a tractive power of 38,871 pounds falls within the 
ssification of 170,000 to 200,000 pounds and 200,000 to 250,000 pounds 

ht on drivers. While the average is 38,871 pounds it would be true to state 

at the locomotive generally in use are 200,000 to 250,000 pounds weight on 

vers; the rates for these locomotives being: 

a Through freight and 


all other service not Snow Plow and 
Passenger otherwise specified Way Freight 


$6.48 $7.56 $8.08 
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The average tractive power having been increased by approximately 25%, 
it will be perhaps interesting to note that the difference in the rates of pay for — "4 
locomotive engineers, whose productivity in 1937 was 25% greater than it was 
in 1920, is only increased by the following amounts: 


Through freight and 


ll other service not . Snow Plow and ' 
Passenger otherwise specified Way Freight | ae 


.16 cents .o2 cents .32 cents ‘M 


While if the rates had advanced with fhe tractive power, they would be increased 
to the following extent: 
Through freight and- 


all other service not Snow Plow and 
Passenger otherwise specified Way Freight . 
$1.58 $1.81 $1.94 | 


The above does not take into account the fact, as herein set forth, that 
the basic rates of pay are at present approximately seven and one-half (74%) - 
per cent below those of the year 1920. 

With the advent of the heavier power and modern appurtenances, the 
responsibility of the locomotive engineers has greatly increased, and this coupled 
with the increased productivity should certainly be given recognition as a 
reasonable argument for a wage increase, rather than for a wage reduction, — 
which, we take it, Professor MacDougall feels should be now instituted. Rt 

_ In conclusion, may we express to your Honourable Committee our appre- 
ciation of your action in granting us the privilege of appearing before you. 


Respectfully submitted, 


H. B. CHASE, 
Assistant Grand Chief Engineer si 
and . & 
Dominion Legislative Representative, 


Brotherhood of Locomoaiwe Engineers. — A 

Now, an explanatory note I wish to make, Mr. Chairman, in regard ‘on 
that case which Professor MacDougall referred. to, and which was submitted — 
to the Canadian Railway Board Adjustment, No. 1. I have told you, and 
told you correctly, that the average mileage per month which the engineers 
are permitted to make run from 3,500. to 3,600 miles in freight service and | 


from 4,500 to 4,600 in passenger service. Throughout Canada there are few ¢ 


points where engineers are still at a maximum arrived at by the agreement. In 
the evidence shows. However, I should say this, that during the eo 


one particular case the 4,800 miles I mentioned is quite correct. That is what 
the men at that point, the locomotive engineers, reduced their mileage to the 
extent that each of the passenger mien were oiving up $40 a month to the 
unemployed, and after business conditions picked up somewhat, they felt 
was only proper, after having several years of that, that they should go ba 
to their former arrangement. At the very moment on. an average througho 
this country the locomotive engineers are giving up approximately $30 | 
month to the relief of the unemployed. In other words, to let the other fellov 
work. I want to see any body of men doing any more than that, with all thi 
talk going on. 

Now I wish to refer to a letter which I heard read here last Thursd 
I think, signed by Messrs. Black and, Whyte. 


The CHaArrmMan (Hon. Mr. Beaubien): That is night. 
[Mr. H. B. Chase.] 


it tad, Oi a! oe tae aa 
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r. atten. i kava not the letter before me, and I am only ‘recalling what 
heard read, but I think the two gentlemen said, for instance, that on the 
Janadian National certain things were done. I made it my business to find 
if they were employees of the Canadian National. As a matter of fact 
are employees of the Canadian Pacific. After taking the matter up with 
general chairman of the Locomotive Engineers for that district—he is in 
room—he wrote me this letter, which I should like to place on the record. 
tis addressed to me and is dated Montreal, ee 24th, 1939. He says: 
, Referring to our conversation during which you informed me that 
W.H. Whyte and V. J. Black of London had written the Special Senate 
Committee alleging that the engineers at that point were making 48 
days in passenger service and 38 days in freight service per month. 
ie I have checked the firemen’s seniority list of the Ontario District 
© of the Canadian Pacific Railway, and find that Mr. Whyte is No. 124 
and Mr. Black is No. 147. 

I am glad to inform you that the engineers at London, of their own 
volition, have, for a good many years, adhered to a reduced maximum 
mileage; as a matter of fact, notwithstanding that an agreement be- 
tween the railway company and the engineers provide a maximum of 
4,800 miles per month in passenger service, and 3,800 miles per month 
in freight service, the engineers at London are, of their own free will 
| _ restricted to a maximum of 4,500 and 3,500 respectively in passenger and 
i= freight service. 

Excess mileage, if any, is carried forward to the following mileage 
period, and included in compilation of mileage for such latter mileage 
» period. 
hy It might also be stated, in order that spare mileage might be made 
|) available at various dates throughout the calendar month, it has been 
| arranged to establish, what we call, mileage periods for the individual 
engineer; that is to say, a number of engineers will have a mileage period 
| beginning and ending on the calender month; others beginning on the 
5th and ending on the 4th of the following month; others beginning on 
the 10th and ending on the 9th of the following month, and so on as 
conditions may warrant. 

The voluntary reduction made by the engineers apparently is not 
| appreciated in quarters where one might reasonably expect it, and obvi- 
| ~ ously such lack of appreciation is certainly not encouraging to those who, 
| of their own free will, make such sacrifice. 


4 é Fraternally yours, 


J.B. WARD, 
General Chairman, B. of L.E. 


I might also say, Mr. Chairman, that I talked with the general chairman of 
Locomotive Engineers of the Canadian National, and I find that right in 
Ondon those men are working a mileage of 3,500 per month in freight service 
4.500 miles in passenger service. So the statements made by Mr. Black and 
Whyte are absolutely untrue. 

I for one deplore a situation such as we have had around here for some time 
<. Mr. MacDougall comes along and gives to this committee nothing but 
nch of misinformation, and then we have another gentleman come along— 
not going to talk about him; somebody else will do that—with some views 
essed by Mr. Peterson, and then we have these two men, Black and Whyte, 
g other untruthful statements. We are getting to a pretty pass when men 
> before this committee and don’t give the true facts. 


/ 


298 SPECIAL COMMITTEE, 


So far as the engineers are concerned, we have nothing to hide. I 
have given you I can prove every word of. It is absolutely cold, hard facts, 
and we want the public to know those facts. We are not ashamed of the f fact 
that an engineer can earn $3,000, not a bit of it. -He should be getting $6,000 at 
least, as a matter of fact in our opinion. Of course, you might not all agree 
with us in regard to that. ; 

That is all I wish to say, Mr. Chairman. I thank the committee for allows 
ing us to appear before you. ; 

The Cuarrman (Hon. Mr. Beaubien): Thank you. 

Now, Mr. Kelly. 

Mr. Brest: Mr. Chairman, may I put in a statement supplementing what 
Mr. Tallon has said, in the absence of Mr. Kelly? We had our statement pre-— 
pared last Friday and were in the room ready to make it this morning, but we 
have discovered some errors in the tabulation. We would not present anything 
which we are not absolutely sure of, and we are now making the necessary 
corrections in that tabulation. We could go on at 8 o’clock to-night, if a 
sary, but we prefer to present our corrected statement to-morrow. 

The Cuarrman (Hon. Mr. Beaubien): Would you not be satisfied, Mr, 
Best, to say that you corroborate the gentleman who preceded you? Is not that. 
sufficient? 


Mr. Brest: That is really not sufficient, Mr. Chairman. Mr. Chase, as hy 
understand it, requested an opportunity to ‘be heard particularly in regard to 
the Locomotive Engineers, because, as he has stated, a special attack was made! 
on the alleged high wages of engineers. Our purpose is to cover the entire field | 
of railway employees in Canada and endeavour to disabuse the mind of this, 
committee that the wage structure is a burden to the railways. After you hear 
us I hope you will be convinced to the fact that there is no such burden. ! 

The CHatrMAn (Hon. Mr. Beaubien): And Mr. Kelly intends to speak on on { 
the point you have just mentioned? 

Mr. Best: Yes. 


pas senger hee 
Mr. Cuase: The average would be pretty high. 
Hon. Mr. Horsry: Are they all over 60? You spoke of 60. 
Mr. Cuase: I was giving you the picture as at this time. That is the 
routine a man would have to go through. It is quite true that years ago— 
Hon. Mr. Horsry: How long does it take for him to become a fireman? — 


Mr. Cuase: He may have to wipe in the shop two or three years a 
he gets to be a fireman. 


Hon. Mr. Horsry: He might not, though? 


Mr. Cuase: He might not, but under present conditions I would say piee 
ably a year or more. In fact we have men to-day 50 and 55 years of age who| 
are still firing locomotives. % 
Hon. Mr. Horsry: I suppose you have engineers too of passenger trains 
of 50 years and over? 
Mr. Cuasr: I would guess there is not a man in passenger service whi 
under 55. Years ago when there was more work than there is at the moment 
promotion was naturally more rapid. To-day you will not find a man ue 
with’ a passenger train. 
Years ago, when there was more work than there is at the mom I 
promotion was naturally more rapid, and you will find men to-day who hai 
been in passenger service for quite a few years. But I will hazard the gues 
that you will not find many under 55. 
[Mr. H. B. Chase.] 


Meee ee 
i 
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Hon. Mr. Harpy: You do not look like 55. 

je Mr. Cuase: I will be 55 on the 19th of next month, and I am not handling 
passenger train. I still retain my employee connection with the Canadian 
ational Railways, and that goes back as an engineer to 1907. 


| | The Cuairman (Hon. Mr. Beaubien): Is Mr. Black here? 


| Harvey H. Buack appeared as a witness: 


_ The Cuarrman (Hon. Mr. Beaubien): Do you intend to read this large 
locument which has been submitted to us, Mr. Black? 
Mr. Buacx: No, sir. I have cut this down considerably from the original 
rm, but there are eight or nine pages in it dealing with the British situation, 
effort made there to solve their railway problem, and also dealing with the 
uted States situation. I felt that both of those situations were so closely 
mtified with the Canadian situation that they should be dealt with. I felt also 
not very much of this information, particularly in this form had been 
ented before your Committee. It was my intention to just refer to two or 
e paragraphs in these eight or nine pages as I go through them, and if you 
it worth while, the statement itself might be put on the record. In that 
we would save a good deal of time in the presentation. 
The Cuarman (Hon. Mr. Beaubien): To begin with, will you tell the 
; And 
ir. Murdock would like to know who you represent, perhaps. 
| Mr. Buacxk: I represent myself. I do not even represent the organization 
yf which I am managing-editor. Everything I have written here, every opinion 
essed, is my own. I think that 95 per cent of what is in here is material 
which I have collected myself from various sources. The balance is made up 
wf ideas which have been suggested to me largely by Canadian National and 
adian Pacific employees. 
Hon. Mr. Parent: What is your occupation? 
Mr. Buacx: I am managing-editor of a financial publication in New York. 


Hon. Mr. Haia: As they say when a man speaks over the radio, the 

ion or the radio corporation assumes no responsibility for any opinions he 

‘esses. The ideas are his own. 

Mr. Buacx: These are my own. 

Hon. Mr. Hare: You do not represent the Canadian National Railway. 

> Mr. Buacx: No, nor the Canadian Pacific Railway. We have offices in 

Montreal and Toronto. 

“Hon. Mr. Caper: You are not the Mr. Black referred to in the communica- 

on from Black and Whyte. 

Mr. Bracx:. No, I never heard of him until this morning. Perhaps I had 

tter tell the Committee who I am. 

fter leaving college I went into newspaper work and worked on a Toronto 
in every position. For two years I was in the Press Gallery of the 

io Legislature. After that I was for several years on the business papers 
Maclean Publishing Company. I was then asked to go to Montreal as 

nt editor of the Financial Post, and after several years was appointed 
of the Financial Times in Montreal. About twelve years ago, with two 

rs, I founded a daily financial and news service called Financial Counsel. 

lients are the banks, bond houses and investment houses. It is an invest- 

ervice, and among our clients are the Canadian National and the Cana- 

acific. 

tight Hon. Mr. Meigen: Have their investments been made upon your 
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Mr. Buacxk: I hope not, senator. 
The reason I wrote this was that ten or eleven months ago, when the 8 


Committee was started, I made a suggestion as to what I called “super 
co-operation ” to someone who is close to the Government at Ottawa. 
Hon. Mr. Haig: That would not be Senator Hugessen? 
Mr. Buacx: No. After I had gone through the Senate report and, as | 
explain in this brief, after my attention had been drawn to Senator Meighen'’ 
statement in reference to the revenue of the railways failing to keep pace with 
and, as I think he said, diminishing in relation to the general business of Can 
ada, I tried to work out something that might give us a picture of the extent t 
which our railways were failing to hold the traffic that originated in transporte 
tion circles in Canada. % 
My connection with the railways is this. Ever since Mr. Neal, who is no 
vice-president in charge of western lines of the Canadian Pacific Railway, an 
who in 1918 was manager and secretary of the Canadian Railway War Board. 
was discussing with me the problem of ‘the railways I have been in fairly close 
touch with the officials of the Canadian Pacific and the Canadian National 
Railways and have discussed matters with them very freely—because the 
speak freely when they know you and trust you—and on the basis of thal 
and the experience I have had I have worked. out this solution which I was 
asked to present to the Senate Committee. % 
May I ask Mr. Chairman, that I be allowed to go some little distance 
in. this without being questioned? The reason I make this request is that J 
have tried to anticipate objections and questions as I go along. ae 
The Cuarrman (Hon. Mr. Beaubien): All right. tn 
Mr. Buackx: I do not object to any questions, but I would make thai 
suggestion. 
Hon. Mr. Cauper: Just one moment, Mr. Black. 
Mr. Black has referred to certain facts and statements, and has said’ tha 
he will refer to the situation in Great Britain—and I think he said in thi 
United States as well—as bearing on the issue now before us. I intended a! 
some time to draw the attention of the Committee to the fact that we havi 
not, in my judgment, any real evidence as to the situation in Great Britain 
and the same is true as to the United States. I think, therefore, that if Mr 
Black has anything substantial to say on that phase of the inquiry we shee 
hear all he has to say. 4 
The CuairMan (Hon. Mr. Beaubien): All right, Mr. Black. | 


Mr. Buacx: This proposal deals in the first place with what I have cole 
supervised co- operation in the way of cutting down cost of operation an} 
thereby affecting savings; and, secondly, with some method of rendering high) 
way competition with the railways more fair to the railways than it is to-day 

In proposing a plan of “Supervised Co-operation” as one of two workabl) 
solutions of Canada’s Railway Problem, I am influenced by an appreciatio/ 
of the serious nature of the present situation. Not alone, however, am 
concerned for the Canadian National Railways and the taxpayers of Canad: 
on whom the burden of a large annual deficit falls. Canada’s railway probley 
concerns also the private company equally with the public. 

The primary consideration does not consist, as often stressed, in relievin 
the drain on the national treasury. The primary danger of inadequate railwa| 
earnings rests in the crippling of both organizations in their most importa) 
task of providing adequate transportation facilities for the needs of Canad) 

‘Nor is the railway problem limited to Canada alone, as will be illustrate, 
in some detail further on. The competition of the motor car, the bus and 4 
truck has made heavy inroads on the volume of traffic, freight and passenge 
of the railways not alone of Canada but of Great Britain and the oa 

[Mr. Harvey H. Black.] a 
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‘States and nearly every other country in the world. In Great Britain and the 
United States almost desperate efforts are being made by the railways for 
measures of relief. They are urging either the cancellation of all existing rail- 
way regulations in order that they may be free to combat highway rivals, or 
+ the regulation of the truck and the bus so that they will be similarly controlled 
and forced to operate on a fair competitive basis with the railways. In all such 
appeals to the State, the principle is set forth that fair conditions of operation 
‘and adequate earning power are absolutely essential to the railways if they 
7 are to continue to provide the public with; a proper standard of transportation. 
. Our problem, then, consists of working out a rehabilitation of earning 
power, insofar as this is possible under the conditions existing to-day. The 
" importance of conserving the strength and efficiency of our railways probably 
© could not be illustrated more forcibly than by the statement that, of all the 
| vital physical factors that are fundamental to the continued expansion and 
| prosperity of Canada, the two great railway systems stand in a class by them- 
' selves. I would go further and say that to probably no other country in the 
1] world does this statement apply with equal foree—whether one looks upon 
| the past, the present, or the future. For Canada, more than any other country 
| 


~ in the world to-day, is dependent upon adequate railway transportation facilities 
~ not only for her present needs, but for developing those vast resources, lying 
' north of the upper fringe of our mining and forest activities of to-day, that will 
» constitute a storehouse of national wealth in the years to come. 


j Co-operation Has Not Received a Fair Test: Two Main Weaknesses: 


Let us deal at once with the nature of the experiment that has been on 
* trial now for nearly five years, known as Co-operation. In this connection, 
\ ‘I would like to urge that the relative failure to achieve convincing results under 
Co-operation to date—say, about $1,750,000 of savings a year where tens of 
' millions have been held to be within the range of possibility—does not provide 
ae ‘the shghtest proof that Co-operation is the wrong method, and that it should 
now be abandoned, and that we should try something else. Both railway groups 
BE dmnit the inadequacy of the results so far achieved. One official termed the 
progress “disappointingly slow”; another estimated a period of 25 to 50 years 
before worthwhile savings could be established—at the present rate of going. 
And yet, at one time or another in the past five years, it appears that 
‘almost every project that seemed to offer a chance for savings in the opinion 
‘of both groups of railway officials had been inspected. What was it that blocked 
progress? All the evidence submitted to the Senate Committee, I believe, goes 
to show, not that co-operation as a plan for large savings has proved a failure, 
‘but that the real failure rested largely in the unco-operative attitude of the 
railway representatives. I am not suggesting that the attitude was the only 
thing that caused relative failure. I think there was a lack of machinery, which 
‘I shall refer to in a moment or two. 
_-~+=What co-operation lacked was real co-operation behind it. In the majority 
of proposals for effecting savings, the railway committees reached a deadlock. 
This was hardly surprising—with two separate interests and two distinct prop- 
erties involved. What is surprising is that no final efforts were made to break 
the repeated deadlocks. The two groups, in effect, “agreed to disagree’. In 
not one single instance was there an attempt made to utilize what had been 
recommended by the Duff Commission and supplied by Parliament in the 
R ailway Act, the “arbitral tribunal”—to bring the negotiations to a settlement 
and to realize the savings involved. 
_ This picture was presented with startling vividness in the evidence before 
4 e Senate Committee, and appeared to have aroused the impatience of many. 
for there was seen to exist a serious—and highly disturbing—clashing of views: 
Y rhat under vastly different circumstances the Senate is familiar with as “in- 
compatibility”. 
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Clearly, something more than co-operation, as we have had it so far, is 
required, and I am firmly convinced that public opinion in Canada will demand, — 
not that the principle of co-operation be abandoned henceforth, but that an — 
Act of Parhament be passed to modify the present methods, and to compel a 
comprehensive test of co-operation, under conditions more favourable for the 
maximum results. With this in view, I am submitting an amended Plan of 
Co-operation which I feel will be in close accord with public opinion in Can- — 
ada; will accomplish many times what has been done so far under voluntary — 
co-operation, and, finally, will at least come close to achieving the net savings 
possible under various other proposals that call for a more drastic departure 
from existing conditions of operation. 

Let us turn now to the Act of Parliament, the “Canadian National and 
Canadian Pacific Act”, under which co- operation was made binding on the rail- 
ways. There appear to be two fundamental weaknesses in this legislation. 
One of these is the “voluntary” character of reference of disagreements to an 
“arbitral tribunal”: I would make this compulsory. The second is the char- 
acter of that tribunal: I would improve its efficiency and enlarge its scope. 

In connection with this I would lay down two principles for the working 
out of co-operation: 

(1) That in dealing with the railways in Canada as corporations—just as 
with any other business situation—the fullest opportunity continue to be given 
those actually connected with the railways to work out a solution themselves, — 
as the ones who should be the best equipped for this job. : 
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Permanent and Large Railway Tribunal: Hi 
(2) That if the whole field of possible savings is not explored by the 
-railways—and I think most of us will agree that only a small part of it has 
been effectively explored in a period of five years—or if failure to agree as 
between the two groups results in a deadlock, automatically each project on — 
which action is not taken within a specified period be referred to the arbitral 
tribunal. Two courses would be open to this body. First, if the cause of failure — 
by the railways were due merely to inability to agree on the details, where — 
the principle of the step had been approved, a decision should be given by the 
tribunal and sent back to the railways to put into effect. Second, to make a 
thorough survey of the entire field of possible savings, and to urge action to ~ 
the railways along specific lines which the committee may have overlooked 
or disregarded. : 
_ And, closely associated with this larger authority for the tribunal, I 
would recognize the body that the Railway Act contemplated, and make it — 
a permanent tribunal, constituted as a branch of the Dominion Transport 
Board, and known as the “Railway Co-ordinating Tribunal”. fa 


Co-operating Committee: % 

Action by the railways would be taken through a ‘‘Co-operating Com- 
mittee’. This would be an outgrowth of the present Executive Committee. 
This, however, up to the present, has been limited to representatives of the 
two railways. The new form of Committee would consist of three members, 
a representative from each of the railways, and a neutral chairman. The 
last-mentioned would occupy a pivotal position in Co-operating activities, to | 
facilitate the reaching of agreements between the two groups and putting 
savings into effect. Heretofore no one has occupied such a position in the | 
picture of Co-operation. To strengthen the status and influence of such a 
Chairman, as well as to indicate the importance of the Co-operating Commit- 
tee in the solving of the Railway Problem, the Chairman might well hold the — 
position as well as Chairman of the Co- ‘ordinating Tribunal, and be Vice-= | 
President of the Dominion Transport Board. The official connection of this | 
Chairman with the Tribunal would serve to ensure the closest contact between 
this body and the railway executives, in the process of Co-operation. 
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It would be the duty of the Co-operating Committee to pass in review 
the entire field of possible savings, and, whether disposed to act on these or 
not, to send up to the Tribunal considered reports on all such proposals. Under 
_€0- operation as it exists today, any disagreement between the railway execu- 
tives would end in no action being taken. Under the new plan, I think there 
is fair prospect that the deadlock stage would be eliminated. 
i I have chosen the word “co- -ordinating” as part of the title and functions 
‘of the “Tribunal” by reason of its duty being to “Co-ordinate” the established 
ailway services of the country—to make tnem fit in and function to the best 
advantage of the national economy, or, as it has been referred to in Senate 
discussions, the “public interest”. 


Ralway Experts on Tribunal: 


The Co-ordinating Tribunal should be technically equipped so as fairly 
to adjudicate each step as between the two railways. Heretofore, in inquiries 
| have made of officials of each, in seeking to discover the real reason for so 
any deadlocks, the situation has been explained thus: “We would offer a 
$2 advantage to the other road and be met with only a $1 advantage as an 
‘offset. So naturally we refused to accept it.” The explanation from the other 
railway would be almost identical, even to the wording. 
- The Tribunal must be in a position to meet such obstacles by inspiring 
confidence in its judgment. In the past, I do not believe any experienced 
railway man has ever occupied a seat on the Board of Railway Commissioners 
of Canada—the Tribunal in the past that held the scales of justice as between 
| the railways and the public. On this new Tribunal, in order that justice may 
| be rendered both railways, two or four expert railway officials should be placed. 
‘I am suggesting the appointment in the early years of railway men to the 
\ Tribunal as being likely, with the prestige of membership, to draw the higher 
type of operating railway executives. Later on, railway men might be part 
of the technical staff of the Tribunal. 
! 4 The need of expert advice on such a tribunal was indicated recently when 
‘the head of the C.P.R. urged on the Senate Committee the appointment of 
experts to pass upon the evidence laid before the Committee at the last session; 
the difficulty would be to find such experts today in Canada, outside the offi- 
| dials of the one railway or the other. This Tribunal would constitute such an 
independent, expert body. That point was impressed upon me by the dis- 
Ctussion this morning. Senator Dandurand and Senator Haig, I think, were 
Speaking in regard to the terminal in Montreal, and Senator Haig, I ‘think, 
Bisested that experts from the other side should be heard. The question was 
then asked: Who is the other side? And the suggestion was that there are 
ly two sides in Canada, with respect to railway matters, the Canadian 
National and the Canadian Pacific. For that reason I think we should have 
Some experts who would be impartial on a railway tribunal. 
_ And what of the impartial character of ex-railway men, today probably 
trongly partisan: could we look upon them not only as skilled but impartial 
iters? I think you will accept this answer: that such railway operators, 
ed in a position of honour and permanency could be expected to give a 
lar type of public service as we are accustomed to receive from the most 
isan lawyers when they are elevated to the Bench. They cease to remember 
vat they are Liberals or Conservatives. And if the Senate Committee will 
mit me to say so, I would say the same thing to the most partisan poli- 
‘cians when they are elevated to the Senate. 


| Hon. Mr. Hate: I question that. 


|) Mr. Brack: But, it might fairly be asked: Would the railways encourage 
| a Be spetent operating official leaving them for the Tribunal? I had in mind 
ee or four men who are recognized on the railways as being keen. The rail- 


oo 


v2 ays probably would recognize that the work of such men would prove of much : 
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more value in the effort to effect large savings for the roads than by any services 
they were rendering in their specific operating capacities. 

I must admit that at first I was rather inclined towards éCompulaaa 
Co-operation. It looked so simple in getting results. But probably it was too 
simple to be sound. For this Railway Problem of ours—of all Canadians, just 
as much as of the Senate and the Government and the railways themselves—is 
complex and bristles with difficulties. There is at least one possible result of 
“compulsion” that should be given careful consideration. In the event that the 
private company was forced, without its consent, to carry out a broad pro- | 
gram of changes, involving loss of earning power and abandonment—and 
destruction—of assets, the security holders, as was the case with the share- 
holders of the Grand Trunk Railw ay Company, might seek to place responsi- — 
bility upon the public body, and, therefore, on the Government of Canada. I 
do not like the precedent of 18 or 20 years ago. 1 

I was in London about three years ago and I was talking to a Canadian who — 
has reached a very eminent place in the City. We were discussing the old Grand — 
Trunk question, the perennial protest by public men and in the newspapers, — 
financial journals, and so on, on behalf of the old Grand Trunk shareholders, 
the preference and ordinary shareholders, who you know did not receive a cent. — 
The protests are lessening now, but we had a trial in an Ontario court, I think, © 
a month or two ago in connection with it. I should like to say—I realize that 
this committee cannot do anything about it—that I do not think any govern- 
ment of Canada has yet laid before the British investing public the real reason — 
why Canada does not owe one cent to the preference or ordinary shareholders 
of the Grand Trunk Railway Company. I do not think the English investing 
public knows how many hundreds of millions of dollars of necessary expenditures 
we have thrown on top of that stock, buried it beneath hundreds of millions of 
dollars spent in looking after the tremendous liabilities that were led to by the 
Grand Trunk, in connection with the Grand Trunk Pacific, refusing to take over 
the National Transcontinental Railway. The whole question arose, I think, 
because it was believed that the Governments interfered with the original pro-— 
posal of the Grand Trunk in their choice for the route of the National Trans- — 
continental. I think that any compulsion on a private railway line creates risk 
of claim on the part of shareholders or other security holders in future, if things 
do not go well. 


a 
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Widespread Publicity—A Powerful Influence 


In case it should be thought that under these circumstances we were getting © 
back to the present unsatisfactory results of “voluntary” Co-operation—in spite | 
of the large extension in the efficiency and scope of the Tribunal I have pro- 
posed—I would add the element of ‘ Publicity.’ Periodically, there should be 
made public to the people of Canada a list of all the proposals for Co- operation — 
and savings that had been under consideration, with the verdict reached by the 
Tribunal, the attitude of each of the railways, ‘and the final step taken, positive 
or negative. Widespread Publicity, which has been largely absent so far, I am 
convinced would soon become one of the strongest influences toward securing 
comprehensive Co-operation. This would leave full responsibility with the 
railways, and remove it from the shoulders of the Government. 

Hence, my final judgment would be in favour of “Supervised” Co- rs | 
on a broad scale without recourse to compulsion on the part of an outside body 
exercised on the Railways. 

May I also urge, that one of the most important functions of this proposed 
Co-ordinating Tribunal would be to analyze and appraise the possible savings | 
of various. suggested programs of joint action by the railways, which by the | 
nature of their sponsorship and the claims made in the way of large savings 
naturally have commended themselves to a considerable section of the public. 
That would be only fair to adherents of these plans; only fair also to those | 
are opposed to them and are adherents of other plans, in particular thos Tho. 

[Mr. Harvey H. Black.] : 
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iieve in the efficiency of Co-operation as an alternative; and only fair also 
to the general public who will be the final judges. 

I have not attempted to work out the exact relation of the “Railway 
Co-ordinating Tribunal” to the over- all body, the “Dominion Transport Board.” 
T "he former would have the job of “co- -ordinating” the two transportation public 
“utilities in the best interests of Canada; with the Transport Board, probably, 

as to-day, a court of last appeal—between the public, the railways and that 
other active agent in solving the railway problem, namely, the Coe -ordinating 
H ribunal. ¢ 


Diagram Bhowing How Supervised Co-operation Would Work Out. 


SS |“ DOMINION TRANSPORT BOARD | TRANSPORT BOARD " 
| RAMWAY COORDINATING RAILWAY COORDINATING TRIBUNAL | waren | 
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Objections Raised to Outside Tribunal: 
-_ A study of the evidence submitted before the Senate Committee at the 


in Co-operation towards an outside, independent Tribunal, an important factor 
in the Railway Act and a much more important one relatively under the plan 
I have suggested of “Supervised” Co-operation. There was an apparent unwill- 
ingness to accept any intermediary in disputes. One statement raised a questiom 
as to “the judgment of an independent tribunal which would have to take up 
isolated case which would affect a company throughout the whole system.” 
Under the plan I have suggested, the Tribunal would not take up an “isolated” 
case ; it would deal with a comprehensive program, and balance up the items as 
between the two railways. In another instance, objection was raised to making 
application to a Tribunal as likely to disturb the “cordial” relations between 
e two groups. One wonders whether a heavy penalty is not being paid for 
“cordiality.”” Once again, it was urged that “compulsion” would remove the 
esponsibility” that has been recognized heretofore to exist “under statute and 
ract” with the Canadian Government. While I am not advocating “com- 
ion” it is only natural to raise the parallel instance of an almost complete 
ender of “responsibility” (over assets and earnings) that would develop 
er Joint or Unified Management. In either case—with Compulsory Co-oper- 
n or Unified Management—the “quid pro quo” for a loss of responsibility 
ld be 50 per cent share in the savings. 


Es stimates of Savings: 
__ Ihave already urged that the amount of savings that might be accomplished 
er any particular plan should not be allowed to determine a decision in its 
ur—regardless of the final effect of any such plan on the “public interest.” 
se various estimates of savings, however, cannot be ignored. They have 
vo important aspects; they must be an influence on a final selection of a plan 
ilway savings; and, secondly, the larger the claims for savings, the greater 
obable influence on the public mind—all other factors being equal. Per- 
Ss long years of experience over the predominating fallacy in estimates of 
es under mergers or consolidations of industrial corporations have rendered 
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me rather skeptical of practically all the estimates icin with the Railwagl 
Problem. I would like, however, to check up on these estimates in two or three 
directions. a 
One estimate was that abandonment of 5,000 miles of road would save 
$16,000,000, or $3,200 a mile. Even when this figure, at last session, was cut 
to $7, 500, 000, the average saving would be $1,500 a mile. Actual abandon- 
ments, so far as I have been able to learn, averaged far below even the latter 
figure, and some were down to $300 a mile. a 
One interesting test of the estimate of $75,000,000 in savings, and, f 
think, essentially a fair one, would be to allow for the 50 per cent shar 
claimed for the private company, that is, $37,500,000, and deduct this saving 
from operating costs as they actually were for 1930 to which the estimatg 
applied. The result would be remarkable. The amount available for dividends 
would have been increased from $38,000,000 to over $75,000,000; 58 per cent 
would have been earned on the 4 per cent preferred stock instead of the 
actual 29 per cent, and $5.33 on the common in place of $2.51. Allowing for 
the split of 4-for- 1 in the stock in 1930, earnings on the common would have 
exceeded $21 a share on the old basis—a level never reached in the company’s: 
history. Moreover, in place of almost 79 per cent, the operating ratio would 
have been cut to 58 per cent, a level sharply below that of any railways in the 
United States or Great Britain. 
~The average operating ratio of all the Class I roads in the United stati 
in 1930, for instance, was 74:4 per cent (in place of 58 per cent); the best 
showing I could find being about 64 per cent for the Chicago & Milwaukee, 
while the Pennsylvania was 74-8 per cent, and the New York Central, 78-8 
per cent. The average of the four British railways was 80-8 per cent, only 
the Great Western falling below 80 per cent, and the London, Midland & 
Scottish operating at a ratio of almost 82 per cent. The result ‘indicated for 
the Canadian road would have been viewed, I am convinced, as a “ railway 
miracle.” ye 
“Net” Savings versus “ Gross” | 
But we cannot afford to leave estimates of savings merely as “ gross,” 
-without taking accounts of various offsets and necessary deductions arising 
out of steps taken by the railways to cut down costs. We must seek to deter- 
mine what “net” Savings will be after the “ debit ” items have been deducted 
from the “gross.” So far as I have been able to discover, no attempt has) 
been made to set forth the “net” savings in any estimate presented, and 
obviously I can only indicate a few in fairly general terms. | 
Among the offsets to gross savings, the element of labour bulks largely. 
One aspect of this is the admittedly lower level of efficiency of labour in any 
effort to consolidate the workings of two huge rival systems. This is a real] 
but necessarily intangible item. Something much more tangible is the obliga-| 
tion arising out of the cutting down of employees through co-operation and 
every other closer-working arrangement. 
In one plan, major savings are based on a reduction of 25 per cent, Fi 
the permanent lowering of railway jobs from 100 per cent to 75 per cent for 
the future—through the “painless” operation of conforming to an estimatec| 
“turnover ” in labour of 5 per cent per year for 5 years is declared to have - 
bearing on the national phase of the railway problem. 
This theory might be accepted if the C.N.R. and C.P.R. were two or 
plants, and each undertook, in its own interests, to reduce its staff in 5 year 
by 25 per cent, that is by over 40,000 employees. That might be none of ot 
business: “ Government must not interfere with private enterprise;”’ it migh’) 
be said. But co-operation, unification and half a dozen other plans have bee 
urged from the outset primarily as a means of relieving a national burdes 
(in the form of C.N.R. deficits after bond interest); of relieving taxatio 
‘tens of millions of dollars of “savings” under the plan. Then what o: 
40,000 iewer jobs available for Canadian labour—with railway jobs per 
[Mr. Harvey H. Black.] 3 
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ently out from the 175,000 available in 19380? If conditions in the labour 
1d were as 10 or 15 years ago in Canada, we might imply that other indus- 
s might find employment for 40,000 if the railway industry curtailed its 
erations to this extent. To-day, this would be impossible; strike off 40,000 
bs anywhere—even the 30,000 (25 per cent of 1938 employees)—and a 
uge additional burden of relief would fall on the Government; and so ‘on the 
xpayer (and relief to the taxpayer is the major reason advanced in favour 
any railway plan, so far). 


25 Per Cent of Railway Jobs Were Wiped Out: 
The following table will help to make this hypothesis more clear:— 


Average wage per 


Railway employees Salaries and wages Ratio of wages to 


year 
Year 

Number | Index Amount Index Amount | Index Revenues wip 

$ $ % % 

Reais 179, 800 100-0 260, 350, 390 100-0 1,448 100-0 45-7 58-0 

BPR eS cathe 182,143 101-3 273,932,396 105-2 1, 504 103-9 48-1 58-9 

2) JAS AB erro) bis Koy fear (a 8) 104-4 287,775,316 110-5 I 5oo 105-9 47-0 59-8 

Mest oe Ol O40 104-5 290, 732, 500 111-7 1,548 106-9 48-9 60-2 

ADE RAT 174, 485 97-0 268, 347,374 103-1 1,538 106-2 55-4 66-1 

oe RB es 154, 569 86-0 229,499, 505 88-2 1,485 102-6 58-5 65-4 

Be als a 132, 678 73-8 181, 113, 588 68-6 1,365 94-3 56-4 64-5 

Pris s tuae tee bok (O23; 67-8 158, 326, 445 60-8 1,299 89-7 53-9 62-5 

Beh sey i Ts 127,326 70-8 163, 336, 635 62-7 1, 283 88-6 54-3 64°83 

> Ya ae 127,526 70-9 172, 956, 218 66-4 1,356 93-6 51-2 60-1 

en. ee Anliogntal 73-9 182, 638, 365 70-2 17375 95-0 49-9 59-0 


1937 and 1938—No figures yet available on exactly same basis as those for prior years. 


_ This table shows that the number of railway employees rose from 179,800 
| 1926 to the peak of 187,846 in 1929, but that the number was cut down by 
000 by 1933, and only slightly increased since then. Wages rose from $260 
lion in 1926 to $290 million in 1929—the peak for all time. The average 
| wage of $1,548 in 1929 fell to $1,283 by 1934. 

But, apart altogether from the sharp drop in railway employment through 
ing revenues, it is proposed—to effect savings—to cut down normal employ- 
nent by 25 per cent. In the light of unemployment conditions and of jobs 
ailable in Canada to-day, this further cut (large or small) necessarily is 
ust into the foreground as a matter of national concern, a very definite 
rt of our railway problem. I shave tried to illustrate this phase by the 
ollowing table:— 


¥ 


in mentee would have amounted to 43 oN whose share of oa wages 


, any heavy reduction in railways jobs would increase by close to that 
amount the number of unemployed. Take the average wage of $1,538 prevail- 


os a 


Year 25 p.c. of 25 p.c. of Average Amount 
Employees Wages Wage at $500 

aS RSMO RS Berean gi 2 ot aay ble crn ap a 44,950 | $65,087,597 $1,448 | $22,475,000 
45,536 68,483,099 1,504 22,768,000 

46, 927 71,943,829 1,533 23,463,000 

46,961 72,683,125 1,548 23,480,000 

ooh dade RSIRRS teehee as Oona Ae ge 43,621 67,086, 843 1,538 21,800,000 
01 OOM amc Oat, RE ERS oaA tea ne TR ER 38, 642 57,374,876 1,485 19,321,000 
sod ORs 2B Se, chee ne ee a ey Oo 38,219 45,278,397 1,365 16, 609, 000 
Beta ee esktena ec orien Haid douse 30,481 49,581,611 1,299 15, 240, 000 
RS ra ie ches Se le gk BR ONE «neh alee ay aE A 31,831 40,834, 159 1, 283 15,915,000 
«0 otNG RS RE, ERR. Ae eee DE te a 31,881 43,239,054 1,356 15, 940, 000 
Ls ARR DAIS GE ORECE RO Ae 33,195 45,659,591 1,375 16,597,000 


~The figures speak for themselves. Taking the year 1930 again, a 25% 


ailing ue years past, ane to a serious Mack of swaltbls sabe for pase 
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ing in 1930, and even if only $500 a year were paid to keep a family on relief 
(that under normal conditions of 100% railway employment would have received 
a job on the railways), some $22,000,000 would require to be deducted from 
estimated gross savings. to cover the extra drain on the public treasury as the 
direct result of these railway savings. And so on, for other years. ‘Hence, our 
railway deficit would be reduced, but our unemployment relief would be 
increased. 

Once again, there is no suggestion that if 75 per cent of the employees would 
be sufficient, the railways should be forced to employ 100 per cent; the figures 
are presented simply as a large and serious debit item—from the national stand- 
point—against estimated gross savings. 

These debit items, then, would include heavy capital expenditures, disloca- 
tion of efficiency if a unified management were to be put into effect, such dis-_ 
location of industry as would result from a widespread abandonment of mileage, 
and the relief problem arising out of the reduced employment. It would be 
extremely difficult to hazard even a guess as to what proportion of gross estls 
mates this net balance finally would represent. 


Unified Management Only Halfway—Contest for Control? 2 
Several proposals, public and private, have based estimates of substantial 
savings on a form of consolidation of the railways, not of assets, but to the 
extent of their operation under joint or unified management. Generally speak-_ 
ing, a board of fifteen members has been suggested. In one case, five would be — 
chosen by the Government as representing the C.N.R. interest, five by the Cana-— 
dian Pacific, and these ten were to be given the task of agreeing upon another 
five. In another instance, the third five were to be chosen by various public 
bodies. But either plan, in an attempt to lay one problem, raises another that — 
promises to bristle even more with difficulties. If years have gone by without — 
the two railway groups being able to reach agreement on certain mechanieal 
details, and to go ahead and save money, w hat about agreement on the major — 
point—the personnel of management—the five men who will hold the “balance 
of power’? ie 

For unified management is not an ordinary “ merger,” a consolidation om 
two independent systems into one unit. Where two corporations merge, a new 
corporation usually is born, with the old securities eliminated and replaced by 
new; the two old individualities eliminated and replaced by a single new one. te, 
There i is no reason why the old antipathies and jealousies between competitors — 
should then survive. There will no longer be the interests of “A” or the interests — 
of “B’”—the interests of “C” alone exist. Hence the two groups can work 
together freely; even with enthusiasm. 

But management only? Either the plans go too far in seeking a unified! 
management of two separate systems; or they go only half far enough—and — 
should have unified these two systems so as to eliminate their separate interests — 
and enable a real unified management, in control of a single, unified system, — 
to function without friction. As it is, the Canadian Pacific will still remain a 
separate corporation (whatever is done towards merging its physical assets) is 
it will have a president, I presume, vice-presidents and other executive officers; — 
and what perhaps is more important still, it will have tens of thousands of — 
holders of its preference and ordinary stock, and holders of its debentures and 
bonds. And the Canadian National Railways will still exist as a separate entity — 
—with officers and huge liabilities in the form of bonds in the hands of the 
public—and, most important and difficult of all as a divisive element, there will 
be the public interest, and the trusteeship for the public that will remain vested 
in the government of the day. hy 

The ‘“‘semi’-unified plans suggested would be difficult enough—exceedingly 
difficult to operate—if the two systems were privately-owned. Leaving a priv 
corporation and one publicly owned to continue apart but with a merged mana 
ment would only complicate the other difficulty. The vital point for each woul 
be control of management, and the scramble for control of the five neutral mer 
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on the Management Board is suggestive to me of something that might 
ly prove to be one of the most unholy spectacles in the railway or political 
story of Canada. 
_ A complete unification would require the consolidation of assets and of 
securities, as well as management, into one common corporate system. I am 
convinced, in the face of the strange anomaly of two great transcontinental 
ae operating side by side, with one representing “private,” and the other, 

public” ownership, that the only complete and logical unification would be 
the “nationalization” of the railways of Crnada under public control. Such 
consummation, I firmly believe, would be advantageous only if present 
railway conditions became much more serious than they actually are to-day. 
It is to prevent such an emergency step that I have urged this plan of Super- 
vised Co-operation. 


ie 
Le 


Amalgamation would cause new problems of management: 


~The next step after Unified Management, and often urged, is that of 
“amalgamation of assets.” As the British post-war reorganization of its rail- 
way system into the present four units has frequently been cited as an example 
for Canada (although “four” is a good deal more than ‘‘one,”) I would like to 
lace on record an opinion given recently by Sir William Wood, Vice-President 
ad Financial Adviser to the greatest railway in England, the London, Midland 
d Scottish. The question was asked this official, at the time (late last year) 
the appeal of the British railways to the Government for the wiping out of 
all restrictions in order that the roads might be the better able to compete 
with the trucks, as to whether “amalgamation” were not a possible remedy. His 
ply, which emphasizes also the “public” interest, as well as that of the rail- 
: was as follows (according to The Financial News, of London): 


Railway amalgamation would not materially affect railway net 
receipts; in fact, it might cause new problems which would decrease net 
receipts. 

I see it suggested that the railway workshops should be reduced in 
= number. Each of the amalgamated companies has made reductions in 
_. the number of its shops, but very gradually owing to the disturbance 

it created. 

This involves the fortunes of whole towns. Assuming Doncaster, 
Wolverton, Crewe, Derby and Swindon were amalgamated into one or 
even two, very difficult questions would immediately arise in regard to 
the transfer of staff, with its reaction on housing questions. 

There is a limit to the size of businesses, and amalgamation would 
cause new problems of management. But shortly, amalgamation does 
; not solve the present difficulties or even ameliorate them. 


Now if you are not weary, we come to a point which I think is even more 
important than anything than can be done in Canada by the greatest co- 
eration possible between the railways, and that is to attempt to bring back 
| the railways some of the tremendous amount of revenue which they have 
to the trucks, and, to some extent to the busses. You will see that the 
mger business is relatively worse off than the freight business, and I think 
ll continue to be so, and I would like to deal Sith a department of the 
ay situation in Canada that may provide quite as broad a field for 
ive improvements in net earnings as Co-operation or Unified Management 
any other method that may be considered by the Senate Committee or the 
wernment. The serious losses in recent years of freight and passenger 
enue through highway competition have been so destructive to railway rev- 
enues that the latter have failed by a large margin to keep pace with the gains 
Own in industrial activity throughout Canada. During the Senate inquiry, 
tor Meighen made reference to this outstanding phase i in these words:— 


Keep in mind that the railway business has been for years a 
diminishing business relative to the aggregate business of the country. 
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Until I read this statement, in a study of most of the 1,250,000 worded of 
evidence, I had only realized this truth vaguely. When I came to explore i it, 
I was amazed at the extent to which the railways had been falling behind the 
pace of business in Canada. I would like to record the alarming facts and to 
try to interpret them. The table sets up a parallel of volume of railway 
business in Canada and volume of business activity from 1926 to 1938, with 
the 1926 results taken as the yardstick and designated 100. 


Gross *Physical | Percent Increase over 
Revenues, Index of Volume 1932 ; 
Year CLP ER: Railway of 
and Business Business Railway Business” 
C.N.R. Index Revenues Index 
$ % 
HACE fc Ry NRT CN LN 324,339,000 69-2 7112-4 13-8 
EOE Pm MOUND ULE Ons MD RE area oa MI 342, 984, 363 73-1 122-7 20-3 
OST R EAU eR IE AA a SSRN ts Bev aN Sob. 173 202 69-3 112-2 14-1 
142,517 PPAR Aa OS 2 OE Ck A a oo Rea HER 302,863,406 64-4 102-4 6-3 
DSO Y, SRI A et MS IC ASIEN OR DOR YS) a IY i 290,445,457 61-9 94-2 1-9 
UES aU ea /2 E Sibir nec od Ee ae ICS RR BA ag 262,789,430 56-0 79-7 —7-8 2s 
15d OIA 8 Ae RNA alte, aa ROU ec a ee 285,040, 308 60-8 CBE Noe tee er 


ROD OME Mi MTEL ge DAUR NaN Seats ae at 469, 000,000 100-0 10020%- | 46% S65 Ge Ao 


x First 11 months. 
* Figures of Dominion Bureau of Statistics. 


Some of these contrasts are startling: indeed, one does not need to 0 
beyond this brief record to discover the chief origin of a “ Railway problem bis 
im Canada to-day. 


Railways off 44 per cent; Business Only 20 per cent 

How far did railways and business slump during the depression? By 1932 

the business index was off from 100 in 1926 to 78:7; the index of railw: 

revenues was down to 60:8; business was off 21-3 per cent but the railwa 

were down nearly 40 per cent. 

In 1933, railway gross was still lower, off 44 per cent from 1926 total 8, 

while business in general was beginning to pick up—at 79-7 per cent of 1926- - 
off only 20-3 per cent. 

In 1934, railway gross was 61-9 per cent but business up to 94: 2 

cent of 1926—the one still down 38 per cent, business now off only 6 per cet 

In 1935, railway gross at 64:4 per cent, but business actually higher th: 
in 1926 at 102-4 per cent—one still off 35-6 per cent, the other acualia 
24 per cent. ee 

In 1936, railway gross up to 69-3 per cent of 1926, but business up to 112 2 
per cent; railway still off 30 per cent from 1926, but general business 12_ ner 
cent above 1926. SS 

In 1937—the peak of the recovery—railway gross at. 73-1 per cent, but 
business up at 122-7 per cent—railway still below 1926 by 27 per cent 
business almost 23 per cent higher. ‘4 

In 1938, railway gross down again at 69-2 per cent, with business at 1 
per cent (for 11 months)—-again a very sharp contrast; the one off 31 
cent, the other above 1926 by 12 per cent. 

1932 was the low year for business in Canada. Curiously enough, for 
railways it was 1933. The reason was that there was a much smaller w. 
movement in 1933 than in 1932. 1929 represents the greatest prosperit 
Canada in various respects, but 1928 was the year when the railway gro 
business was the largest. That is because that year the wheat movement 
the largest; much larger than in 1929. 

Hon. Mr. Hara: It is now two or three minutes to six o’clock. I 8 
that we adjourn. 


Hon. Mr. DanpuRAND: We can continue to-morrow morning. 
The Committee adjourned until to-morrow morning at 11 a.m. 
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MINUTES OF EVIDENCE 


Hovust or Commons, 


f 


Room 277, 


April 18, 1939. 


5 The Standing Committee on Railways and Shipping met at 11 o’clock. 
The chairman, Sir Eugéne Fiset, presided. 
The CHarrMAn: Gentlemen, as you know we reduced our quorum to eight 


at our last meeting, and as we have a full quorum now I should like to ascertain 


ill be necessary to read it. 
Hon. Mrmpers: No. 
The CHAIRMAN: 
n National Railways. 
mstrong. 


Mr. ARMSTRONG: (Reads): 


Minister of Transport, 
Ottawa. 


rating revenues.. . 
ting expenses.. .. 


erating revenue. 

ting ratio.. . 

of other income “and profit and loss 
‘requirements .. cit “Vs aS eet ae ae 


available for interest 
rest on funded debt held by public 
rest on government loans .. 


» Honourable C. D. Hown, M.P., 


$ 6,066,411 15 
96-67 % 


RESULT OF OPERATIONS 


1938 


$182,241,722 93 
176,175,311 78 


(2) 


$ 9,615,459 68 


$ 3,549,048 53 
49,839,022 58 
926,124 86 


$ 54,314,195 97 


CANADIAN NATIONAL RAILWAYS 
Montreat, March 20, 1939. 


1937 


$198,396,608 61 
180,788,858 09 


$ 17,607,750 52 
91-12% 


$ 9,320,522 24 


t is the desire of the members of the committee to have the order of refer- 


e read. It is a long document and we all know what it is. I do not think 


We shall then start with the annual report of the Cana- 
The report of the president will be read by Mr. 


_$1r,—In conformity with sections 14 and 15 of The Canadian National- - 
radian Pacific Act, 1936, the Board of Directors submits the following report 
the operations of the Canadian National Railways for the calendar year 


Increase or 
Decrease 
$16,154,885 68 
4,613,546 32 


$11,541,339 87 


294,937 44 


$ 8,287,228 28 
48,888,545 56 
1,744,550 71 


$ 42,345,867 99 


$11,836,276 82 
950,477 02 
818,425 85 


$11,968,327 98 


red to in the ae for that year, continued biroashout the greater part 
38 with its inevitable reaction on railway revenues. 
od on the lines of the Company in the United States, the revenues of 
declined 23% as compared with a decline of 5% on the lines in Canada, 
ter in turn being adversely affected by a decrease in international traffic. 


The eat was most 
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Gross operating revenues totalled $182,241,723, a decrease of $16,154,886, 
or 8:14%, from the preceding year. During the first nine months of the year 
the reduction was $15,737,865, and in the last quarter, $417,021, indicating the 
traffic trend during the year. The increased grain movement contributed to 
check the decline in revenue in the last quarter. i 

Freight revenues decreased by $14,026,556, or 9-:1%. A statement off 
revenue tonnage appears on pages 24 and 265. System prain tonnage increased 
by 1,446,850 tons, or 40-5%. There were no major freight rate changes during 
the year in Canada. In the United States the Interstate Commerce Commission — 
authorized a general increase in freight rates of approximately 7%, effective 
March 28, 1938. The Board of Transport Commissioners for Canada author-_ 
ized the application of these increases in connection with international traffic. | 

Passenger revenues decreased by $847,918, or 4:5%. In Canada coach 
excursion rates were increased by 25% during the year and in the United States 
coach class mileage rates were increased from 2 cents to 2-5 cents per mile 
in the eastern territory, this latter change also affecting certain Canadian rates. — 

Express revenue decreased $535,280, or 5-7%; Commercial Telegraph rev-— 
enue decreased $411,981, or 8-4%; Switching revenue decreased $432,562, on 
17:6%. 


bat 
i’ 
“tat 


Operating Expenses a 

The operating expenses for the year totalled $176,175,312. This is a decrease 
of $4,613,546 or 2:55% as compared with 1937. A summary of operating | 
expenses will be found on page 14 and details on pages 15 to 17. 

The decrease in expenses was effected notwithstanding increases in wage 
costs due to the restoration of basic wages in Canada and to wage increases 
in the United States, reference to which was made in the 1937 report. These 
wage increases affected the 1938 expenses as compared with 1937 by $6,082, 000. | 
ne abe factor affecting the expenses was an increase in the price of materials, | 
which amounted to $900,000. Apart from these features, there was a reduc- | 
tion in operating expenses of $11,600,000 as compared with the previous year. i 
This was effected by a policy of holding operating expenses to a minimum, | 
consistent with efficiency of operation and the provision of needed services. 

During the first quarter of the year motive power and car shops were 
operated on a basis which would ensure an adequate supply of serviceulil } 
equipment to meet anticipated heavier transportation needs, particularly in | | 
connection with Western grain traffic. Subsequently, and concurrently with ie | 


equipment forces throughout the system were reduced approximately 25%. a } 

While maintenance expenses have been kept to a minimum, the property 
and equipment is in good condition having regard to the volume of business | 
to be handled. 


Net of Other Income and Profit and Loss Requirements 


The accounts under this group increased $294,937 over 1937. 4 

Taxes amounted to $6,946,873 compared with $6,697,242 in 1937. These | 
figures are exclusive of sales tax added to the cost of materials, which amounted | 
to $3,150,000 as compared with $4,200,000 in 1937. | 

The revenues from hotel operations increased $98, 875 over 1937, and ater 


an increase of $25,927 over 1937. 
Net equipment rentals payable by the company decreased $575,000. . 
Loss on sale of the ss. Prince Henry applicable to the expired service life. ( | 
the vessel charged to income in 1938 amounted to $668,195. \ 
The cost of exchange increased $493,000 over 1937. 


\ 
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rest Charges 


The total requirements for interest on funded debt held by the public in 1938 
Ww yere $49,839,023, as compared with $48,888,546 for 1937, an increase of $950,477. 


Interest payments to the Government on temporary loans for capital pur- 

poses amounted to $926,125, as compared with $1,744,551 for 1937, a decrease 
f $818,426. 

KC The changes reflect the financing during the year which had for its object the 

_ refunding by public issues of Government temporary loans for capital purposes. 


Cash Deficit 

‘The net operating revenue for the year 1938 was $6,066,411, a decrease of 
$11, 541,339 from the preceding year. After payment of ‘all other charges, 
cepting charges to Proprietor’s Equity under the provisions of The Canadian 
ational Railways Capital Revision Act, 1937, as outlined on page 12, there was 
a deficit of $54,314,196 as compared with $42,345,868 in 1937. 


CapiITaL EXPENDITURE ACCOUNT 


em The net expenditures on property investment account for the year 1938 
amounted to $10,798,792 made up as follows: 
i Rolling stock purchased or built .. .. .. Sah Satna $11,233,216 

_  Betterments to freight and passenger equipment. . a Mra epee 2 iy 837,062 
Air-conditioning passenger cars.. .. .. Shins Pat Pee nt 761,659 
Scnmeterre twoOuyMMbuameh: Line, smn he.) a sa Rid, ede wreetav ain 2,064,924 
Vancouver hotel .. . See, Pa eee ARC 963,149 
General additions and betterments, | less retirements 7. 2) 1) 2! 2,734,764 
Equipment retirements—Credit .. side eens aie Megs 7,795,982 


$10,798,792 


! The Senneterre-Rouyn branch line authorized by chapter 26, 1936 was 
formally opened for operation on December 3, 1938. It is anticipated that the 
opening of direct railway transportation to this rich mineralized section will be 
important factor in further development of the area. As shown above 
64,924 was spent during the year, the total cost to December 31, 1988, 
ing $5,315,134. 
_ The following rolling stock was purchased or built during the year: 8 
comotives; 2,310 box cars; 25 coal cars; 61 baggage cars; 6 dining cars; 5 mail 
nd express cars; 1 buffet sleeping car; 26 snow ploughs; and 11 miscellaneous 
ork units. 
- The following units of rolling stock were retired during the year: 50 locomo- 
tives; 5,383 freight train cars; 8 passenger train cars; and 300 work units. The 
st of this equipment, less salvage (and less depreciation on units owned by 
‘United States Lines) was charged to operating expenses. 
_ During the year 1938, 148 additional air-conditioned units were placed in 
ice, the total number of such units at December 31, 1938, being 401. The 
rogram for the year 1939 provides for an additional 92 units. Air-conditioned 
ars operated by the Pullman Company over Canadian National lines number 52. 


FINANCE 


Retirement of Obligations 

Expenditures for the retirement of capital obligations, including sinking 
d and equipment principal payments, amounted to $9,035,275, which was 
anced from temporary loans from the Government. 


ne. 
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New Issues 4 

Under authority of the Canadian National Railways ‘Refunding Act, 1935, 
and the Financing and Guarantee Act, 1937, an issue of Canadian Nationa’ 
Railway Company Dominion Guaranteed Bonds was made dated December 15, 
1937, and January 15, 1938, the proceeds therefrom being used to retire tem- 
porary loans for capital purposes made by the Government during the years” 
1932 to 1937. The entire issue was sold in January, 1938. The issue com- 
_ prised: — | 


$20,000,000 2 per cent four-year bonds dated January 15, 1938; sold at 
99 per cent at an annual cost of 2-26 per cent. x 
$30,000,000 3 per cent thirteen-year bonds dated December 15, 1937; sold 
at 96- -25 per cent at an annual cost of 8-36 per cent. | 


An issue of $7,600,000 Canadian National Railways 22 per a Equipment | 
Trust Certificates, Series “P” 1938 was made to provide for the payment of part | 
of the purchase price of new equipment costing over $10,000,000. The certifi- 
cates, which mature serially in fifteen annual instalments, were sold at an 
average of 97-81 per cent the annual cost being 3-08 per cent. # 


1938 Refunding Act 

Under the provisions of the Canadian National Railways Refunding Acti 
1938, temporary loans were received from the Dominion Government for retires 
ment of the following issues:— % 


Rail & River Coal Company 5% First Mortgage Bonds due April 1, 19388 .. .. .. $ 916,000 
Canadian National Railway Company 2% 3 Year Bonds due May 1, 1938.. .. .. 13,400, 000 
Canadian Northern Ontario Ry. Co. 34% Debenture Stock due June '30, LOSS e500) 6,725, a 


of a 24 per cent aa 3 per ent Bond Issue dated January 15, 1939. 
GENERAL 


Pension and Social Security Plans 
The total number of pensioners at December 31, 1938, under Canadiai 


1937. Rnnlovecs Heenned during the year rigatered 991 and 365 pensioners 
died. Pension costs to the railway under the various pension plans in effect 
were $4,159,798 in ibe as compared with $3, 993,734 in 1937. 


cov eral by the Railroad Retirement Plan ‘amounted to $595, 000 in 1938 a 
compared with $459,000 in 1937. 


Trans-Canada Air Lines 

During the year additional calls aggregating 47 per cent or $2,350,000 
the capital stock ($5,000,000) of Trans-Canada Air .Lines were met by 
Canadian National Railway Company. To December 31, 1938, the amo 
subscribed was $3,200,000. 


x Under the Weninion Government Work Relief Program whereby among 
other things provision was made for financing of necessary construction with 
ect to highway crossing protection and other railway projects deferred under 
ent conditions, several projects were undertaken by the Company wholly or 
tly at the expense of the Government. The more important of these projects 
| involved subway construction at Montreal, St. Hyacinthe and Toronto, an 

overhead bridge at Prince Albert and a new station at Saskatoon. 


Cartage Service 

@ Effective February 1, 1938, the Company commenced operation of its own 
freight cartage services at Montreal and St. Hyacinthe, Que., and Brantford, 
Guelph and London, Ont., these services having previously been operated by 
outside contractors. This change has been well received by the shipping public 
and has resulted in economies. 


Montreal Terminals 

During the year a study was made of the Montreal Terminal project, work 
on which had been suspended for some years. 

In such study the directors gave consideration to the following factors:— 


7 (a) The necessity for rational co-ordination of passenger and freight ter- 

a minals of the Canadian National in the interests of efficiency and 
economy. 
(b) The adverse effect, financial and otherwise, upon the operations of the 

: company through the continued use and maintenance of antiquated and 
* unco-ordinated terminal facilities inherited from predecessor companies. 
_ (c) The long-standing grade crossing problem in Montreal. 
(d) The effect upon the development and growth of the city, industrially 
and otherwise. 
_ {e) The provision of a satisfactory suburban service between South Shore 
¥ communities and the centre of the city. 
_ (f) The amount of money already invested in the property standing idle. 
- {(g) The necessary developments in. the light of present day conditions and 
4a requirements as well as future necessities, including eventually, if 
; & decided upon, a union terminal. 
_ (h) The pre-eminent suitability of the location of the central station for a 
| 

| 

| 


union terminal demonstrated by exhaustive study of the situation by 
the company’s engineers as well as by a special independent study made 
by Sir Frederick Palmer, M. Inst. C.E., M.Am. Soc. C.E., who was 
engaged by the Dominion Government for the purpose. 


i The Directors therefore decided that the company should proceed with the 
completion of the terminal by stages as conditions warrant, taking advantage 
any favourable factors which may from time to time prev rail for doing work 
hich contributes to the eventual completion. 

~ The Dominion Government has recognized the importance of this project as a 
means of relieving unemployment and has contributed to the cost of the work 
a portion of the funds voted by Parliament in its construction and rehabilitation 
ropriation, and tenders have been called and contracts placed for the con- 
ction of certain items of the work. Further progress is contingent upon the 
ect being assisted as an unemployment relief measure to the extent of the 
ct labour content of the work performed. 
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Co-operation 

With a view to expediting progress on co-operative measures between the | 
Canadian National and the Canadian Pacific Railways a new committee termed 
the Vice Presidents’ Joint Committee was formed during the year, consisting of. 
Messrs. N. B. Walton, R. C. Vaughan and Alistair Fraser for the Canadian — 
National and Messrs. D. C. Coleman, George Stephen and H. J. Humphrey for 
the Canadian Pacific. 4 

The Canadian National section of the committee has made certain proposals a 
looking to further co-operative measures including amongst others a proposal for ® 
the pooling of all competitive passenger traffic throughout the Dominion. sl 

It has been agreed that subject to approval of the Board of Transport Com-— : 
missioners the following additional lines of railway should be abandoned: 


From To Province Railway Mileage 
Arnprior .. Higanvilleie tie vou) GeOMtanlo.pene owns pen Garin Nateet, teem 37.91 
Portage La Prairie Delta.. ....... Manitoba. .. .. @an. Nati. 22). 14.53 
Oaldandy Mary Oawdory ss 5 4)... vkanitobaua. dss eeaneeN ates ei tanhe 11.55 
MTR ieee newt Serty ol Gladstone... su. oe Wanibobae. aan a u@ane Natomas 10.30 
WicGaerorrann avert WV arCOn: ey. 1am anitobare se en.e Cane .Pacemanimn ss 54.4] 
EF boro verbena Lbeallan py i.) see Vanitoba wemin sha @ann Nat ae were 75.19 
Amn Ola Gce a ee Maimzotar, ime ad bein VLamLtObaysyments ann Caml Wace ane mae 19.80 
EPPS EVN he aioe LOTIMYI Ne? svat eA DOL ta Untnmita ©, omy a: Cer ON tty an ene WRN 
Carbondale s)./)').5  Heremont.:.\.. Alberta“). 75"2 5, Ni -AGR ys. 2 29.76 


has been made in he bei ienec) of the necessary Larsen between the two 
railways. In the case of the Canadian National line between Middleton and | 
Bridgetown in Nova Scotia and the Canadian Pacific line between Linwood — 
and Listowel in Ontario, with respect to which agreements have been executed, 
applications for approval of the abandonments have been made to the Board of =| 
Transport Commissioners, but decisions have not yet been given by that body. | 


Vancouver Hotel 
The agreement covering the joint operation of the new Canadian National | 


pany Limited was incorporated under date of October 4, 1938, with an authorized 4 
capital stock of $500,000, to be held in equal portions by the Canadian Pacific ot 
and Canadian National. The opening date of the new hotel, which will be known 
at the “ Hotel Vancouver,” has been set for May 25, 1939. 
Property Abandonments tr 

With a view to accomplishing economies in operation wherever compatible — | 
with adequate service to the public, examinations were continued into the possi- | 
bility of abandonment of light traffic branch lines. During the year 1938 | 


authority for abandonment was received from the Board of T ransport Commis-_ | 
sioners for the following lines: ; / 


From To Province Mileage 
WOMOOUTE Meise oo, Cede base c alive cape QUCDEC ci Hal ate one 22-25 
ha diemeraighe use As ssMont. Mallsi 3. 4|.-Quebece. son. ce 6-04 
Farnham .. ae Mrelighspure spo, QUEDEE.., acter 17:90 
Twin City Junction. xe Malcki est. 98Gch. sue. a eeoer aE Fate ei 4 35:40 
James Bay Junction ..Otter Lake. .. ..Ontario.. .. .. .. 2:86 


In addition to the foregoing, authority was given by the Interstate Com- 
merce Commission to abandon 25-76 miles from Cambridge Junction to Essex 
Junction in the State of Vermont, forming part of the Central Vermont 
Railway. 


General Outlook 


The reduction in railway revenues for 1938 marks the first set-back f from | 
the s’ow but steady annual increase since 1933. 
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_ The situation in 1938 was not peculiar to Canada. In the’ United States 
the railroads suffered one of the worst years in the history of transportation. 
In Great Britain the slump in railway revenues gave much concern to rail- 
way management in that country and was the subject of appeal to the British 
inister of Transport with particular reference to necessity for equality in 
competition in the transportation field. 

__ While the decline in business in 1938 was a continuance of the general 
recession which started in the latter part of 1937, the prospects for 1939 are 
more favourable since there is indication that the improvement in conditions 
experienced late in 1938 will continue. The influence of the present improve- 
x in the United States will also be felt by the Canadian National Railways. 


A OBITUARY , 
\- Record is made with deep regret of the following deaths during 1938: Hon. 


ne. P. Fullerton, K.C., former Chairman of the Board of Trustees, died October 


aie 


| 5, 19388; Mr. D. B. Hanna, first President of the Canadian National Railways, 
died December 1, 1938. 


4 Acknowledgment is made of the loyal and efficient service rendered by 
officers and employees and of the patronage extended to the Canadian National 
Railways by the public during the year 1938. 


For the Board of Directors, 


Ss. J. HUNGERFORD, 
Chairman. 


i | 


The CuatrMan: Gentlemen, before proceeding with the discussion of the 
report the management have a special statement prepared on the Montreal term- 
| inal which they want to place on record. I should like to hear that report read 
| before we start the discussion. Mr. Fairweather will present this report. 

_ Mr. 8. W. FarrwearHer: Mr. Chairman and gentlemen, this memorandum 
P an elaboration in more detail of the reference to the Montreal terminals which 
Js included in the annual report. It goes into considerable detail, but that detail 
b necessary for a proper understanding of the situation. I shall read you the 
‘statement :— 


’ STATEMENT OF CANADIAN NATIONAL POSITION WITH 
b REGARD TO THE MONTREAL TERMINALS 


Following upon a careful study of all factors, the Canadian National 
board of directors decided to resume work on the Montreal project of the 
railway, but on a substantially modified plan. The study made showed 
that while passenger operating savings alone would not give an adequate 
return on the investment immediately, the segregation of the passenger 
terminals and coach yards made possible future adjustment of separate 
freight handling facilities which would justify the expenditures involved 
and to be involved. Added to this were the practical necessity of deal- 
ing with an aggravated situation of four passenger terminal stations on 
one system conducted and operated with little relation to each other, 
‘public service and convenience, grade crossing and congestion atroci- 
ties, the future of the city, growth of traffic and other important col- 
lateral considerations. 

As to the necessity of the work being undertaken in the near future 
there could be no question; and the undertaking of the work at this time 
made possible a saving in cost of approximately 40 per cent, which is 
to be defrayed as an unemployment project and not chargeable to the 
company. 


* 
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The factors studied by the board of directors were as follows:— q 


(A) The necessity for rasnal co-ordination of passenger and 
freight terminals of the Canadian National in the interests of efficiency 
and economy. 


(B) The adverse effect, financial and otherwise, upon the opera- 
tions of the company through the continual use and maintenance of 
antiquated and unco-ordinated terminal facilities inherited from pre-" 
decessor companies. | 


(C) The long-standing grade crossing problem in Montreal. 


(D) The effect upon the development and growth of the cite 
industrially and otherwise. es 


(E) The provision of a satisfactory suburban service between 
South Shore communities and the centre of the city. 


(F) The amount of money already invested in the property stand= 
ing idle. 


(G) The necessary developments in the light of present day con-. 
ditions and requirements as well as future necessities, including eventu- | 
ally, if decided upon, a union terminal. 


(H) The pre-eminent suitability of the location of the central : 
station for a union terminal demonstrated by exhaustive study of the 
situation by the company’s engineers as well as by a special oe 
study made by Sir Frederick Palmer, M.Inst.C.E., M.Am.Soc.C.E., whe 
was engaged by the Dominion Gov ernment for the. purpose. 


A synopsis of the consideration which was given to each of these 
factors is as follows:— 


(A) The necessity for rational co-ordination of passenger and freight 
terminals by the Canadian National in the interests of efficiency an 


economy. 


The terminal facilities of the Canadian National Railways on th 
Island of Montreal consist of those of the former Grand Trunk Rai 
way and of the Canadian Northern Railway. These facilities have no 
been added to nor have they been changed except to a minor degre 
since the incorporation of the Canadian National Railway Compam 
in 1919. Neither the Grand Trunk nor the Canadian Northern con- | 
sidered its terminal facilities adequate for its business and each had ‘ 
terminal development plans either under contemplation or under con 
struction when the companies came under the control of the govern-— 
ment. The rational co-ordination of the passenger and freight ter- | 
minals in the interests of efficiency and economy has not been brought 
about. a 

The terminal facilities, to which reference is made, consist of | 
various lines of railway which converge on Montreal and the: freigh 
and passenger facilities consisting of passenger depots, coach yards 
storing, cleaning and otherwise servicing passenger train equipme 
freight yards for the accommodation of freight trains, assembling 
cars into trains, classification of cars for switching to industries, p) 
vision for storage and repair of cars, engine houses and freight sh 
for handling inbound and outbound less-than-carload traffic, as ¥ 
as team tracks and many other facilities which are necessary in a 
plicated terminal of a large city. 
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_ Now, gentlemen, we have available a map which shows the general 
ituation in Montreal, and I would ask Mr. Armstrong to briefly run over the 
ituation there with a pointer so that we may have an understanding of just 
where the Montreal terminal problem is. In the first place, you will notice 
that the approaches of the Canadian National Railways to Montreal consist 
‘of lines which concentrate at the end of the Victoria bridge. Those lines are 
‘the main lines to the Maritime Provinces, the main line to Boston and New 
York, and a line serving the segment which lies between the St. Lawrence 
river and the Richelieu river. Coming in“ from the west you have the main 
line of the Canadian National which crosses the island at Ste. Anne’s. That 
is the red line. 

Mr. Youna: What is the purple line? 


i, Mr. FarrweatHer: That is the Canadian Pacific railway. Then on the 
north of the island you will see two lines which cross what is known as the 
‘Back river. There is the Canadian National line into the Laurentians, which 
‘furnishes also a connection to Hawkesburg and Ottawa. The other line 
‘Grosses the river at Bout de L’Ile and comes in at the east end of the city. Then 
here is the electric line which crosses the Victoria bridge and serves the sub- 
rban and urban territory on the south shore of the St. Lawrence, reaching a 


erminus at the foot of McGill street. 
* Mr. Youne: What line was that originally? 
Mr. FarrweatHer: The Montreal and Southern Counties Railway. Now, 
|the remarkable thing about those lines when you look at them is this, that they 
ipproach the city from each quarter of the compass—north, south, east and west 
—and the other remarkable thing about them is that when they reach the city 
hey fail to be co-ordinated. I will ask Mr. Armstrong to point out Bonaventure 
tation on the map; and Moreau street; the tunnel terminal and McGill street. 
ach of those stations in the metropolitan area is independent of the other and 
as to be served as an independent unit. They constitute, together with the 
reight facilities which go along with the passenger facilities, the Canadian 
National terminal problem in Montreal. 
_ With regard to the freight yards, I might point out that there is a yard 
Point St. Charles; there is another yard at Turcot; and there is a yard 
Longue Pointe. Now, Turcot yard and Point St. Charles yard are connected 
y the main line of the C.N.R., but each of them is inadequate for the business 
jat is being done there. Longue Pointe yard in the east end of the city has 
10 connection by Canadian National rails with the facilities at the west side of 
city unless you go clear out to Joliette and come away round back into the 
|eity the other way, a distance of 108 miles. As a temporary measure, for a con- 
erable number of years now, the Canadian National reaches those facilities 
n the east end by an interchange across the harbour belt railway, and this works 
reasonably well, but in periods of congested traffic when the harbour is busy it 
does not make a satisfactory connection. 
_ That brief sketch regarding the map will ‘give you some background of 


‘ilities, so che taking aie Wonton facilities which were inherited from pre- 
pessor companies, they could be consolidated into one unit, capable of being 
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The following is a tabulation of the principal elements which comprise the 
existing Canadian National terminals:— 


RAILWAY LINES CONVERGING ON MONTREAL 


South of St. Lawrence River 
Subdivision 


Rouses Point & Massena 
St. Hyacinthe 


Sorel 
M. & SC. Ry. 
-M. & SC. Ry. 


North of St. Lawrence River 


Subdivision 
Cornwall 
Mount Royal 


L’Assomption 
Passenger Stations 


Bonaventure (Terminal) 

Tunnel Terminal 

Moreau St. (St. Cath. East) (Terminal) 
McGill St. (M. & S.C.) (Terminal) 
St. Henri 

Point St. Charles 


Freight Sheds 


Bonaventure 

Fruit Terminal (Guy St.) 
St. Henri 

Moreau Street 

Point St. Charles 

Cote St. Paul 


Engine Houses 


Turcot 

Longue Pointe 

Val Royal (Elec. Shop) 

St. Lambert (M. & S.C. Car House) 


This table gives some indication of the disjointed nature of th 
Montreal terminals, which can be readily understood from the history — 
Certainly if the Montreal terminals ha 
developed as a unit, this condition of affairs would not now exist. F 
a full realization of the disjointed nature of the facilities it is necess 
to refer to the terminal layout in detail. 


of the predecessor companies. 


Route from 


St. Johns, Que., New York, Boston, Mas-— 
sena. 

Maritime Provinces, Sherbrooke, Quebec, 
Portland, Maine. 

Sorel, St. Gregoire. 

St. Cesaire, Granby. ) 

St. Lambert, Montreal South. - 


Route from 


Ottawa, Toronto and West. ; 
Laurentian Mountains, Hawkesbury, 5 

Ottawa. i 
Quebec, Lake St. John, Noranda, etc. a 


Coach Yards 


St. Henri. ie 
Longue Pointe. ‘ 
St. Lambert (M. & S.C.). 

Tunnel Terminal. 


Freight Yards 


Turcot i 
Point St. Charles. : 
Longue Pointe. 

Southwark (Not in use). 


Principal Team-Tracks 


Charlebois St. (Bonaventure). 
Cote St. Paul 

Gilmour (St. Henri). 

McGill Street. 

Wards (Atwater Avenue). 
Moreau Street. 

Cartierville. 


There are numerous other locations whe 
freight is loaded and unloaded on C.N 
team tracks. 


It will be seen that the fai 


ties lying in the north of the city and which are connected by the tun 
under Mount Royal with the Lagauchetiere street station, depend, for 
connection with the facilities in the west end of the city, on a single trae 
line of railway. 

That is a line known as the Lachine, Jacques Cartier, Maisonne 
railway. It is available for freight purposes and is valuable; but i 
a single track line and is subject to congestion. 
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The facilities lying in the east end of the city have no terminal 
connection with the facilities in the north or the facilities in the west. 
Only between the south and west is there a co-ordination of facilities and 
- even in those quarters the Montreal and Southern Counties Railway 
4 


remains unco-ordinated with other facilities. 
This condition of affairs makes it necessary, in effect, to carry on 
three steam railway operations and one electric operation, and is appar- 


i ent to the travelling public because it is well known that Bonaventure 
| station, Lagauchetiere street station, Moreau street station and McGill 
; street station are all as distinct as if they were operated by different 
f railways. 

A similar condition, which is not so apparent to the travelling 
A public, exists as regards freight traffic and, from the railway operating 


standpoint, is an even greater handicap. The disjointed nature of the 
facilities causes a considerable duplication of effort and limits the free- 
4 dom with which traffic can move in and out of the various lines which 
‘ converge on Montreal. It is true that an arrangement is in effect for 

the National Harbours Board to transfer cars to and from the Canadian 


. National facilities in the east end of the city, but this arrangement has 
h been found to lead to considerable delay during the season of naviga- 
i tion when the harbour facilities are being utilized practically to capa- 
‘ city. While it is possible for the company to operate with these dis- 


: jointed facilities, it is only plain common sense to plan for the co-ordina- 
tion of them into a rational and coherent unit. Economies would be 
effected by such a co-ordination and there would be a general improve- 


‘a \_- 
hg 


a ment as the result of the increased efficiency with which terminal opera- 
| tions would be conducted. 

i ? 

+ (B) The adverse effect, financial and otherwise, upon the operations of 
my the company through the continued use and maintenance of anti- 
¢ quated and unco-ordinated terminal facilities inherited from prede- 
2 cessor companies. 

% The operating disabilities which arise from the disjointed terminal 


oe = 
= 


facilities undoubtedly have an adverse effect upon the company’s opera- 
tions, not only as regards the cost of handling existing traffic, but also 
due to the adverse effect upon the company’s ability to obtain -prospec- 
tive traffic by reason of ancient and unco-ordinated facilities. Certain 
of the facilities are suffering not only from lack of co-ordination, but also 
from being obsolete. This is very evident to the public in the main pas- 
senger station at Bonaventure, which is no credit either to the railway 
company or to the city. The continued operation of such an inade- 
quate and obsolete passenger station undoubtedly has an effect upon the 
passenger traffic of the railway. 

Joint with every passenger terminal and an inherent part of its 
operation is a coach yard, and from the standpoint of operating costs 
the station and coach yard must be considered as a unit. The coach 
yard which serves Bonaventure Station is located at St. Henri. It is 
obsolete, but owing to the confined space it is impossible to modernize 
the facility if it is maintained in that location. 

The main freight facilities are at Turcot, where there are yards for 
the accommodation of freight trains and for classification purposes. — 
These yard facilities, although admirably located, are not of sufficient 
size and character to enable all yard operations to be carried on there, 
and it is necessary to use still older yard facilities in Point St. Charles 
to supplement them. This results in switching operations and transfer 


et 
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movements which would be unnecessary if the Turcot facilities were 
adequate. Careful studies of the situation have indicated the possi- 
bility of economies from a re-arrangement of the Turcot facilities. In 
order to procure space for this improvement and enlargement, the adja- 
cent area now occupied by the St. Henri coach yards must be utilized. 

One antiquated feature of the terminal facilities inherited from the 
Grand Trunk is that freight and passenger terminal facilities are mixed 
together, whereas for maximum efficiency of operation at Montreal it is 
desirable to segregate the passenger and freight facilities in the term- 
inal area as far as possible. The Bonaventure area contains both main 
passenger and freight facilities, as well as the large fruit and produce 
terminal and other industries. This condition creates difficulties in 
handling both classes of traffic in order to avoid interference between | 
the two types of movement, and so long as it is continued it is impos- 
sible for the railway to modernize either the freight or passenger facili- 
ties in that area because of lack of space. With the development of. 
competitive highway transport, the freight shed facilities of the railway 
become of greater. importance and must conform to the requirements of 
convenience, accessibility and low costs of operation. 

The adverse effect of antiquated and unco-ordinated facilities is not 
hmited to the excess cost of terminal operation, but extends to the much 
wider field of prospective traffic and the ability of the railway to attract 
industries to locate on its lines of railway. The railway must plan for 
future development and must be able to offer prospective industries — 
prompt and efficient service; this can only be done if the terminal facili- 
ties are modern and co-ordinated. 


a 
i 


(C) The long-standing grade crossing problem in Montreal. 


If railways are to serve the city adequately with freight and pas- 
senger facilities, it is necessary to have lines of railway reaching into 
the heart of the city and also to have lines of railway serving the indus- ay 
trial zones. The Canadian National facilities in Montreal are no 
exception. The predecessor companies of the Canadian National each ~ 
had serious grade crossing problems to face. In 1912, following pro- 
longed study and hearings, oral judgment was given by the Board of | 
Railway Commissioners under which the Grand Trunk Railway became 
liable to make grade separations estimated to cost 20 millions of dollars 
at present day prices. The consummation of that plan was deferred by 
the war. The Canadian Northern faced a similar problem in the e 
end of the city.. Through pressure of public opinion, the problem aga 
became acute in the spring of 1927 and as a result of an order 
the Board of Railway Commissioners the Canadian National Railway | 
system was asked to prepare a plan for solving the problem. It devel a) 
oped that there were 63 Canadian National grade crossings in the 
Montreal terminal area. The central terminal plan submitted to the 
board by the Canadian National in the fall of 1927 provided for the ie 
solution of this problem. After the expenditure of $16,651,000 on tt 
plan, work was discontinued in 1931 due to the depression and w: 
not resumed until recent months. Since 1927, 17 grade crossings ha 
been eliminated, either as the result of the partial construction of t 
terminal development prior to work being suspended or as works under- — 
taken to relieve unemployment since that time. There remain 46 level 
crossings, several of which are at intersections with important streets. 
It is certain that the problem created by these remaining grade cross- 
igs is one which must be faced by the city and by the railway, a1 
some plan looking to its alleviation must be proceeded with as financial 
conditions warrant. 
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(D) The effect upon the development and growth of the city, industrially 
and otherwise. 


The effect of the terminal plan upon the growth of the city of 
Montreal is intimately connected with the elimination of grade crossings, 
the provision of conveniently located modern passenger station facilities, 
the improvement of streets in the congested part of the city, and, above 
all, the provisions of adequate freight facilities, including industrial 
trackage to serve new industries. 

While the alleviation of the gradé crossing situation as such does not 
present any opportunity for substantial economy to the railway, it does 
have great value to the city by allowing an uninterrupted flow of traffic 
on the city streets. This is particularly true of the city of Montreal, in 
which railway lines tend to interfere seriously with north and southbound 
street traffic. A particularly helpful feature of the terminal plan, from 
the standpoint of the city, is the opportunity which will be afforded of 
connecting Windsor street directly with Colborne street, which in turn 
leads to the vehicular traffic tunnel under the Lachine canal. Also, the 
new streets which are provided in the new passenger terminal area will 
relieve congestion, particularly by affording improved connections 
between the upper and lower levels of the city. The hotel and retail 
sections of the city will be brought into closer relationship with arriving 
and departing Canadian National passenger traffic by the provision of a 
modern passenger station on the Dorchester street site, thus adding to 
public convenience. 

From the new passenger terminal a rapid-transit suburban service 
can be supplied to the northern sections of the Island of Montreal, through 
the Mount Royal tunnel, and also to south shore communities—St. 
Lambert, etc.—by means of the viaduct and the Victoria bridge. This 
suburban traffic will become increasingly important as the city develops. 
The construction of an additional highway on the Victoria bridge would 
be a great improvement to one of the main entrances into the city; the 
co-ordination of the M. & S. C. railway as part of the terminal plan will 
permit this improvement to be made. 


(E) The provision of a satisfactory suburban service between south 
shore communities and the centre of the city. 


For a number of years the provision of a satisfactory suburban 
service between the south shore communities and Montreal has been a 
problem. The south shore communities have repeatedly approached the 
Canadian National with a view to improving services, pointing out the 
inadequacy of the Montreal and Southern Counties terminus at McGill 
street, situated at a great distance from the retail centre of the city, also 
the limitation upon the service caused by the fact that the railway has to 
use street car tracks to reach its Montreal terminus and operates over a 
single track on the Victoria bridge. With the building of the Montreal 
terminal, it will be possible to provide an excellent suburban service to 
the south shore communities, furnishing them with an expeditious move- 
ment via the terminal viaduct into the centre of the city. 


(EF) The amount of money already invested in the property standing 
idle. 


The amount of money already invested in the Montreal terminal 
development is $16,651,000. So long as these works are not proceeded 
with, this, to a large extent, represents a dead loss, neither the city nor 
the railway obtaining a commensurate benefit from the outlay already 


= made. 
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rest of it. 


' travelling public, the city and the Canadian National Railways must be 
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(G) The necessary developments in the light of present-day conditio 3 
and requirements as well as future necessities including eventually, 
if decided upon, a union terminal. pee 


In the light of present developments, the minimum requirements to 
segregate the passenger and freight terminal facilities of the Canadian 
National Railways and to provide for the development of the central” 
passenger terminal on a scale suitable to handle the present and reason-— 
ably prospective business, consist of a passenger station with 11 station 
tracks, street approaches, baggage, mail and express facilities, the com- 
pletion of the viaduct to the Victoria bridge with a connection to Point 
St. Charles, construction of a coach yard at Point St. Charles and the 
electrification of the approaches. i 

Although designed primarily to meet Canadian National Railways 
requirements, the central passenger terminal can be adapted to develop-— 
ment as a union passenger terminal with a minimum of additional 
expense. i 


(H) The pre-eminent suitability of the location of the Central statio " 
for a umon terminal demonstrated by exhaustive study of the 


pendent study made by Sir Frederick Palmer, M. Inst. CE, 
M. Am. Soc. C.#., who was engaged by the Dominion Government 
for that purpose. 


In discussing the question of a Union station in Montreal, the 


interests of all parties have to be considered; that is, the interests of the 


considered as well as those of the Canadian Pacific Railway Company, | 
There are many reasons why the Windsor street site is not suitable to. 
the travelling public, the city and the Canadian National Railways as 
a union station, none of which apply to the Dorchester street proje 
either from their standpoint or the standpoint of the Canadian Pacific 
Railway company. Considered on that basis, it has been demonstrated 
that Windsor street station is incapable of being made into a true uniol 
station, but that the Dorchester street site has all the attributes of such 
a station. 2 


The reasons are as follows:— 


1. Authoritative statement of an outstanding consulting engineer, chosen 
by the Government of Canada to report impartially upon the raul- 
way terminal plan for Montreal. ff 


Sir Frederick Palmer, M.Inst.C.E., M.AM.Soc.C.E., consulting 
engineer, was selected by the government, in effect, to arbitrate the con- 
flicting views of the Canadian National and Canadian Pacific Railways. 
His conclusions are free from bias, because he was employed neither by 
the Canadian National nor by the Canadian Pacific. He brought to be 
,upon the problem his best engineering ability and wide experience. 
conclusions must be given great weight, particularly since his point 
view was that of the best interests of the city and of the nation. | 
pertinent excerpts from Sir Frederick Palmer’s report, bearing upon tl 
use of Windsor Street Station as a union terminal, are as follows:— 
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“ Many other proposals had previously been submitted to the rail- 
way authorities or to the press, which are mainly on the lines of providing 
a Union Station for both the C. P.R. and C.N.R. systems. Some of the 
schemes put forward had been prepared by engineers, but most of them 
‘i might be described as ‘ amateur efforts.’ It is believed that every one of 
y. these proposals has been carefully considered (certainly all the known 
| proposals have been examined) and it-is no disparagement to even the 
best of these schemes to say that the C.N.R. plan, which has resulted 
from prolonged study of the question, 1 in all its aspects by the extremely 
competent officials of that railway, is incomparably the best.” 


Hon. Mr. Stewart: What is the date of that report? 
_ Mr, Farrweatuer: 1929. 


“Since the plan was made public, the C.P.R. authorities, in response 
"to the request to give it consideration, engaged the C. E. Smith Co. of 
_ Consulting Engineers, St. Louis, to review the proposals. The outcome 
“f of their report is the adoption of the present Windsor street station site 
s for a union station, with access thereto from the C.N.R. by a new line 
_ from St. Henri on that railway to a point on the C.P.R. slightly west 
. of Windsor street station, and it is believed that, in further study of the 
1k question, it is admitted that no other alternative seems practicable. 

“Now the existing Windsor street station, although not modern, is 
well equipped, and affords ample accommodation for the present traffic 
of the railway system it serves. Without considerable extension it would 
-_ not suffice for any large increase in passenger traffic, and certainly not 
7 for the additional facilities which would be necessitated by the addition 
"of C.N.R. traffic. It is understood that the C.P.R. authorities have in 
de view the enlargement of the station northwards, and there can be no 

doubt that, at a price, it can be sufficiently extended to provide for both 
____ railways in regard to present traffic and reasonable growth thereof. 

i “There are, however, other considerations in respect of which it falls 
_ far short of the legitimate requirements of a union station. It is not 
- ‘union’ in the sense of being a centre from which lines radiate, or can 
| radiate, to north, south, east and west. That is impossible without 
| detours of varying magnitude in all directions excepting the west—the 
principal direction admittedly. Then it is not nearly so well served by 
the main arterial roads of the city, which may be said to lie between 
| Sherbrooke street on the north and Notre Dame street on the south, 
is both inclusive. Its main access is by Antoine street, and other west to 
east main streets are only reached by cross roads. The connecting line 
» to the C.N.R. can only be made mainly on a viaduct running diag- 
- nally across Antoine and St. James’ streets, and over several cross 
roads, without any reasonable prospect of the viaduct being flanked 
by buildings as is proposed for the short viaduct south of the tunped site 
station. 

“Tt is believed that the C.P.R. authorities are convinced hat the 
Windsor street site is the only other possible one which could be con- 
| sidered, and as they must be fully aware of the many projects which have 
| my ‘been made public from time to time, it follows that, in their opinion, 
ie 
| 


a Union station is only possible at Windsor street or the tunnel site. 
' For the reasons given in the last paragraph, Windsor street, besides hav- 
ing other disabilities, is not in reality a Union station. 

“The tunnel site on the other hand, possesses every attribute which 
a central station can have. Geographically, it is somewhat nearer to the 
- trade centre of gravity. It is nearer to the commercial and financial — 
© centres and nearer, also, to the more densely populated portion of the 
lm city lying between Victoria square and Mile End. 

230—2A. 
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‘No provision was made in the original proposal for admitting the 
C.P.Ry. It was conceived solely for the purpose of providing passenger 
facilities for the Canadian National lines serving Montreal and, con- 
sequently, was in no sense a Union station. It may be that the CN: R 
officials were concerned in serving only their own needs, but the develop. 
ment of the project, which so obviously follows upon consideration of the 
general lay-out, is so important that some little trouble has been taken 
in adapting the site to the possibility of a real Union station. Alterations 
of a very minor character have converted it into a really first-class 
Central Terminal station project for Montreal, in which present and 
future traffic from all directions can be accommodated. 

“Whether the C.P.R. are, or are not, prepared to take advantagl 
now of this opportunity of bringing all their Montreal traffic into one 
Central station remains to be seen, but whether it be now or later, the 
time is bound to arrive when the tunnel site becomes the Union statidl 
of the city—not only for main line long-distance traffic but also for 
suburban rapid-transit trains. 

“Tf it be granted that a joint terminus is desirable, then there can 
be no question about the tunnel site being the best, seeing that it is the 
only one yet produced affording direct access from all sides. Nothing 
that can be done at Windsor street will allow of equal facilities to the 
public, and it is maintained that anything short of the best possible is 
not good enough for a city of the importance of Montreal. 

“This site affords possibilities of union terminal facilities which can- 
not be given at any other place, and it seems highly desirable that at 
advantage be taken of this opportunity of concentrating passenger : 
traffic. 

“The purpose for which these two belated proposals are submitted is” 
not understood. There is nothing to recommend one or the other, and 
is obvious that they are ‘compromise’ suggestions, in which the true nee 
of Montreal are sacrificed to vested interests. The only lesson to 
learned from them is that if they represent the best that can be devist 
as alternatives thereto, the tunnel proposal stands without a real com- : 
petitor.” | 


Those are extracts from Sir Frederick Palmer’s report. 


Mr. Howprn: Could we have the proposed site on the map? 


Mr. FarRwEATHER: Yes, it is on that map, but there is another map whi 
shows it in detail. 

Mr. WatsH: Will you point out the Windsor street station. I want ¢ 
members to note that there is not such a tremendous difference in dista 
between the Canadian National tunnel site and the Windsor street station 
was suggested in the report. It is actually only two blocks. You start 
Windsor street. j 

Mr. Armstronc: This is merely a diagram and is not drawn to scala | 


Mr. Wausu: Anybody landing at Windsor street station can almost | 
down upon the tunnel station. , 

Mr. FarrweatHer: Mr. Armstrong, will you point out on the map * 
pertinent facts of the termina! plan so far as it relates to the central stat 
and the approaches thereto. The station itself will be located just south 
Dorchester street. a 

Mr. Armstrone: This plan shows from Dorchester street to Vict 
bridge. 

Mr. Wausu: Is the connecting line a new line? 
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- Mr. Armstrona: Yes, elevated; it is part of the viaduct. ‘The viaduct 
divides into two parts at this point. 

Mr. Wausu: When you get back on your main line do you cross the 
Lachine canal? 

Mr. ArmstTrRonG: Yes. 

Mr. WatsH: Then you cross it again? 

Mr. Armstrone: This is the present— 

The CHARMAN: Will you describe that again? 

: Mr. Armstrone: (Indicating on Plan) This is the central terminal area 
with the station south of Dorchester street. This is Belmont street; the exten- 
sion is to be put through. Then Lagauchetiere street, St. Antoine street and St. 
James street; there is an elevated viaduct crossing all these streets. The grades 
Ss separated. This is the new viaduct leading from the central station to 
‘Victoria bridge. This connection here is also elevated to connect the viaduct 
and the existing main line from St. Henri to Victoria bridge. 

Mr. DeacHmMaAn: Will you trace that line from Ottawa? 


eee eis 
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- Mr. Armsrrone: The line from Ottawa is through Coteau, Turcot yards, 
“St. Henri into Bonaventure station. 

—_ Mr. Watusu: I want the committee to notice that on the line he has just 
traced there are no crossings of the Lachine canal. Now, trace the new line, 
‘the proposed line going from Ottawa to Montreal. One will cross the Lachine’ 
canal and the second crosses the Lachine canal, and is it not going to take 
-you longer to get your trains in? 

| Mr. Armstrone: For the present that is the plan. 

Mr. WatsH: We all know the difficulty of putting trains across the 
Lachine canal, and at the present time they are not crossing it, and with your 
lew proposal you are going to cross it twice. It is going to interfere with the 
raffic on the Lachine canal seriously. It severely interferes with your faster 
trains from the west. 

k Mr. Armstrone: I think that Mr. Fairweather will give you something on 
he crossings. 

Mr. FAIRWEATHER: The el eee I take it, is that, the proposal to route 


| the new central terminal will lead to delays both to railway and ‘canal traffic 
by reason of the fact that those trains will cross the canal twice whereas they 
Jo not now cross the canal at all. Is that the question? 


> Mr. WatsH: Yes. ' 

Mr. FatrweatHer: Of course, that situation is one which was carefully 
mined before we considered adopting that particular type of entrance as 
alternative to the other entrance which could be made north of the mountain. 
reful observations were made as to the intereference which takes place on the 
ins which now cross the canal at or near St. Henri and also. to the inter- 
erence which takes place on the Montreal and Southern Counties trains down 
at this end of the canal (Black’s Bridge). Observations were taken to find 
‘out what that interference would amount to in terms of railway traffic and also 
n terms of canal traffic, and it is my judgment, based upon that study made 
ander my own direction, that this particular objection to the terminal plan is 
‘one that looms large when you talk about it but when you get down to brass 
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Mr. WatsH: Your suggestion was— 


Mr. FarrwratHer: I repeat that after careful investigation it develonoal 
that the interference which might be considered as serious has not turned out to - 
‘be so serious. Now, as a matter of fact, the common impression is that most 
of the trains reach Montreal from the west. That is far from being true. There 
are a great many more trains on the Canadian National which reach Montreal 
by crossing the St. Lawrence river, including the Montreal and Southern Counties _ 
railway, and every one of those trains has to cross the Lachine canal now. The 
actual increased burden that is placed upon the canal crossing does not amount | 4 
to very much when you look at it in the perspective of all the traffic. 

Mr. WatsH:. What are the relative figures in connection with that state-— 
ment? } 


Mr. FarrweatHer: When we talk of the crossings of the canal I would say 
they would be probably in the ratio of about one to six. 


Mr. WatsH: Six trains from the south against one from the west. 


Mr. FarrwkatTHer: Six crossings of the canal from the Victoria bridge endl 
to one that would be added at St. Henri by this particular move. The reason 
for this is as I said that there are more trains crossing the St. Lawrence river 
at Victoria bridge than there are at St. Anne’s. That is true because of the © 
Montreal and the Southern Counties. " 


Mr. WatsH: Does that include the Montreal and Southern Counties? 
Mr. FarRwEaTHER: Yes. 
Mr. WausH: Montreal, St. Lambert, and so on. 


Mr. FarrweaTuHeErR: Yes, but they are all crossings. Now, there are alsol 
from an engineering standpoint, certain alleviating features. The present 
crossing of the canal by the Montreal and Southern Counties railways is by a 
swing bridge, and it is slow, whereas the crossing of the canal which is proposed 
is, going to be by means of the most modern type of lift bridge which will mini- 
mize the time of interference of trains and canal carriers. I am satisfied, after 
having made a careful study of it, that at the present volume of traffic there 
will be no noticeable interference to trains arriving and departing in the central 
station. It must be kept in mind, too, that for five months of the year there is 
no interference whatever because the canal is frozen up, and also that for a period 
in the spring when the canal is officially open the traffic on it is very light, so 
that the actual time at which this interference might be considered to be seriou 
when you spread it over the year, does not constitute a serious factor. An 
again I want to emphasize that after a careful and detailed study of these canal L 
crossings it is my considered judgment that canal carriers are not going to find 
their traffic interfered with materially and passengers arriving and departing by 
the Canadian National railway terminal are not going to be seriously interfered 
with either. Many of you who have come into Montreal on the Maritime Expres 

or the Ocean Limited or by any train on the Canadian National railway tha 

brought you into the city from south of the St. Lawrence river—did you suffe 
any noticeable delay at the canal? It is one of those things where we hav 
facilities, transportation facilities, which to a degree come in conflict, and 1 
needs a certain amount of intelligent control, signalling apparatus and mutu 
accommodations. I do submit that the Canadian National Railways would neve 
think for one moment of subjecting its passenger traffic to a serious delay b 
these canal crossings, and it was for that reason that the idea was very caref 
examined; and I do submit that the result of a careful examination like t 
based' upon the experience of the Canadian National in this canal cros 
situation, is something that needs to be given consideration. 

Of course, I have qualified—I want to qualify my statement by saying t 
if passenger traffic, and particularly if the freight traffic increases to a pol 
where the capacity of that line of railway (between St. Henri and Vict 
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ridge) becomes taxed, that is the double track line of railway crossing the canal 
at St. Henri—if the freight business—it is not alone the passenger question—but 
if the freight business on that line becomes of such a volume that there is inter- 
ference between freight and passenger movement, then something will have to 
be done about it. There are alternative entrances into the central station for 
‘trains from St. Anne’s. If we refer to this other map showing the original 
terminal plan contemplated, the cut-off, as Mr. Armstrong has pointed out, it 
will take the trains right into the central terminal. That cut-off was part of the 
“) arger terminal plan before it was changed #5 this modified basis. Much of that 
right-of-way for that line is owned by the Canadian National. The con- 
truction of it as an outer belt line, if and when the capacity of the other line 
s taxed, is entirely feasible and can be carried out without a large expense. 

te Mr. Younce: What is the length of that little green line between the two 
red lines? 

" Mr. Farrweatuer: That cut-off across there? 


B Mr. Youne: Yes. 
; Mr. FarrweatTuer: About six miles. 


Mr. DracHMAN: Would it be satisfactory to operate a railway like that with 
heavy traffic through a tunnel? 

_ Mr. FatrweatHer: Now, with regard to that I think it would be entirely 
satisfactory for any volume of traffic, including the interurban traffic to the 
“north that is possible of development for a long time to come. The capactiy 
of a double track line is really very great, and this is a double track tunnel. 
Moreover the tunnel is divided up into signalling sections so that one train 
an come out after another with complete safety because the locomotives will 
be automatically interlocked. The capacity of the tunnel is very high. I 
would say that I cannot in the future see any possibility within any time 
hat we talk about of the capacity of that tunnel being exceeded by the 
Canadian National Railways. Of course, there is another alternative method 
xf coming in north of the station. 

_ Mr. Youne: What is the length of that tunnel? 

Mr. FarrweatHer: About three and one-half miles. 

Mr. Youne: Can you operate steam trains there? 

Mr. Farrweatuer: No, it is all electric. Now, if as I say, the line cross- 
g the Lachine canal at St. Henri should become congested by reason of in- 
terference with freight and passenger traffic, and if it were not considered 
desirable to build a belt line, there are two other alternative methods of getting 
mto the station. That is the beauty of this central station location—the 
ease with which it can be reached. Will you point out, Mr. Armstrong, the 
chine, Jacques Cartier and Maisonneuve railway, and point out how a train 
from the west coming over that line could get into the tunnel 

_ Mr. Armstrone: (indicates with pointer). 

Mr. Watsu: That is taking right-of-way from the Canadian Pacific. 

_ Mr. Farrweatuer: No, that is Canadian National—the Lachine, Jacques 
Cartier, Maisonneuve railway. 

Mr. WatsH: But from Dorval. 

Mr. FarrweatHer: Oh, between Dorval and Ballantyne, yes, that is quite 
true that it would mean running rights there. The other way would be to 
<e trackage rights from the Canadian Pacific railway from Dorval and come 
around the back of the mountain into the tunnel. If, as I say, freight and 
enger traffic should get to the point where it would tax the canal crossing 
St. Henri it is entirely feasible to get into the tunnel from the north, and it 
elatively inexpensive. I would like to say also in connection with this 
1 crossing that the removal of the Montreal and Southern Counties trains 
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from the swing bridge to the new bridge, is going to make an improvement in 
the internal movements in Montreal between the canal ‘crossing and i 
terminal. 

Mr. Youne: Under he original proposition was it not intended that a 
train going to Ottawa would go through the tunnel? 

Mr. Farrweatuer: Well, originally it was proposed that way, but a 
careful study of the situation ‘indicated that the amount of money represented — 
in that connection could be saved by bringing the trains through St. Henri and 
then through Point St. Charles and into the new station area. 

Hon. Mr. Hown: Of course, only passenger trains would come in that way; 
the freight trains would come as now. 

Mr. FarrweatHer: The freight would be undisturbed just the passenger 
trains. 


« 
% 


2. Geographical Location. 


A union station, if it is to serve the true needs of a large city, must 
be convenient of access to all lines of railway which converge on the 
city. Windsor Street station does not meet this requirement for Mont-_ 
real. It affords direct access from only one direction. In all other 
directions, trains must make detours in order to reach it. As compared ~ 
with this, the Canadian National central terminal is remarkable in that 
all railways which approach Montreal from the south and east of the St. 
Lawrence can be brought to a single point of concentration at Victoria — 
bridge and, similarly, all trains from the north and west can be brought 
to a point ‘of concentration north of the Mountain. 


I think, Mr. Armstrong, that is sufficiently important to be pointed out on 
the map. Everything that approaches Montreal from the south can be brought — 
to a focus at the Victoria bridge, and that applies as well to the trains of the 
Canadian National and the Canadian Pacific—a connection at St. Jong, | 
Quebec, would enable the Canadian Pacific trains to be routed in over the 
Victoria bridge. . 

Mr. DracumMan: Where do those C.P.R. trains to the maritimes go out? 
; Mr. Fatrweatuer: They leave Windsor station, cross the canal at Lachine 
cross the St. Lawrence, skirt around Laprairie basin and cross the Cana- 
dian National line at St. Johns. ; 

Mr. DracumMan: Then take the C.P.R. line to Quebec, where does it” 
run? ie 
Mr. Armstronc: (Indicating on plan) The C.P.R. train to Quebec either | 
leaves the Place Viger station here, then to Park avenue and then to Quebec | 
or from Windsor Street through Montreal West, St. Luc junction, Park avenue | 
to Quebec. To reach Windsor Street station it has to run around the oe ‘ 
whereas the same train to reach the Canadian National central station can 

come right in without using that round-about route. Be | 

Mr. FarrwnatHer: The Mount Royal Tunnel and the viaduct connecting 
it with the Victoria bridge afford the shortest possible link between these two 
points of concentration. | 

And that is the nub of the Canadian National terminal plan: the fact that — 
you have these two natural points of concentration and you have the ability | 
to put a link straight across the city by tunnel and viaduct without disturbing 
the city streets. It is really a unique sort of opportunity. 

The location of the station at Dorchester street approximately at the 
middle point of this connecting link, permits trains of all railways conversa 
on Montreal to enter the heart of the city directly instead of in a round- mee 
manner. 


an 
| 


RAILWAYS AND SHIPPING 21 


Mr. Armstrong has indicated some of those round-about routes. 

Sir Frederick Palmer contemplated Canadian Pacific trains reaching the 
entral station by means of a tunnel. This, however, is only one method 
‘which trains now using Windsor Street Station could be brought into the 
‘central station. Alternative connections at St. Johns, Quebec, and at the north 
portal of the Mount Royal tunnel would be considerably cheaper than a tunnel 
mnecting the Canadian Pacific and the Canadian National Railways. 

A table of the comparative distances from various points of approach to 
Windsor street and the central terminal shows the superiority of the central 
ipessenger terminal, as compared with Wintsor street. 


Distance to C.N.R. Terminal 


CENT Station Shorter or Longer 
Direction than to Windsor St. Station 
Miles Miles 
East and South of St. Lawrence River— Shorter Longer 
| ~~ +C.N.R.—Maritime, Sherbrooke, Portland, a wp eemirete PR ae . 
ae Boston and New York.. .. 4, ea 6.4* 
C.P.R.—Maritimes, Sherbrooke, Boston . Bye te lolkehe: cia cebameata 6.4* 
|e New York .. .. SAE ents oie laben we 2-3 
West and North of St. here Earn 
st C.N.R.—Quebec ..°. St Sholay © She tone ee. 6.4 
a Laurentian Mountain Points .. ........ +... 6.8 
i Otvawamloronvomamde Wiest. . sh cc lech. scr), crembece ele Bab 2e0 
C.P.R—Quebec .. 6.4 
Laurentian Mountain Points and Ottawa (North 
DHOLE)weiset ats sah Whar cc etiate ans ieee 6.4 
Ottawa, Toronto and West .. ....-.. 6... BIS sc 21 
_ *These figures are based upon the use of existing railway routes to Windsor Street. If 
viaduct were constructed from St. Henri to Windsor Street the figure would be 1.7 miles 


each case. 


For instance, take the trains of the Canadian Pacific Railways from the 
aritime provinces. They come in— 
_ Mr. Armstrong: (Indicating on plan) Through St. Lambert, Brosseau, 
Delson, Adirondack junction, Montreal West to Windsor station, as compared 
with the C.N.R. route through St. Lambert, via Victoria bridge and the new 
viaduct to the new terminal. That is about 22-3 miles further into Windsor 
on than it is into the central terminal from St. Lambert. 
_ Now, indicate the route of trains from Boston and New York: they come 
ugh St. Johns, Brosseau, St. Lambert, the Victoria bridge and the viaduct 
he new terminal as compared, in the case of the C.P.R. with St. Johns, 
Delson, Adirondack junction, Montreal West and Windsor station. That is 
4 miles further into Windsor station than it is into the new terminal. 
_ Mr. FarrweatHer: Indicate the C.P.R. through Sherbrooke and Boston? 
Mr. Armstrone: It is the same route from St. Johns into Windsor street 
ation as for New York and Boston trains, and the saving would be the same, 
4 miles, by using the central terminal. 
_ Mr. Farrweatuer: Now, take the Canadian National line from Quebec. 
To the new terminal via L’Epiphanie. 
Mr. Armstrone: To get into Windsor street station from the junction at 
piphanie you would have to go through a junction at L’Epiphanie, St. — 
)Martin junction, Park avenue, Montreal West to Windsor street, as compared 
(with, in the case of the C.N.R., from L’Epiphanie to St. Martin junction, 
ugh Jacques Cartier junction and Eastern junction into the new terminal; 
via Jacques Cartier junction through Park avenue, north tunnel Portal 
‘nto the new terminal. The saving in distance is 6:4 miles, by using the central 
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Mr. Armstronea: From the Laurentians: the Canadian National route 
is through St. Eustache, eastern junction, directly through the tunne! to the 
new terminal, whereas in the case of the C.P.R. to Windsor street it is St. 
Eustache, ° eastern junction, a connection at Ballantyne, Montreal west 
Windsor station. There is a saving of 6:8 miles using the Centra] station. 

Mr. cee Then take the C.P.R. trains from Quebec. They show 
the same saving as the Canadian National trains, namely 6-4 miles; and the 
same is true of ae C.P.R. Laurentian trains. ui 

Mr. Armstronc: The Laurentians, yes. \ 

Mr. FarrweatHer: Everything from the north will show a saving of 6- a 
miles to 6:8 miles coming into the new tunnel as compared with Windsor street. i 
Now, take the Delaware. and Hudson from New York. P 

Mr. Armstronc: The D. & H. now routes through Rouse’s Point, Delson, — 
Adirondack junction, and Montreal west to Windsor street. The alternative — 
route would be through St. Johns and into our terminal. . 

Mr. FatrweatHer: I think that will give you an idea of the various routes — 


is Senne Bhonte to the new aon ait Dorchester street than it woulda be 
to Windsor station. ‘ei 
Mr. WatsH: Could you point out the route using Place Viger station as a 
union station, as a nice short run to the city of Quebec? a 
Mr. ArmMstrona: Assuming Moreau street, trains used Place Viger, the | 
route would be this route (indicating). S| 
Mr. Youne: Why not the red route? ih 
Mr. WatsH: I am taking a proposed route that would cut off at least one | 
hour or an hour and a half on our trip to Quebec. A 
Mr. Fatrweatuer: I think that is an over-estimate. i 
Mr. WatsH: I have heard it mentioned so frequently that I would like to 
have it checked up. It aroused my enthusiasm. 
Mr. FarweratHer: It is a little over-estimated. I would like to say abom 
that situation—you see the red line running out of Bout de L’Ile. 


Mr. Armstrone: From Moreau street to Bout de L’Lle. 


Mr. FarrweatHer: You see the blue line running from Place Viger station 
east and then north. It is undoubtedly true that the route from Place Vice 
via the Canadian National to L’Epiphanie is shorter than the other route. 
Mr. Vien: By how much? ! 
Mr. FatrweatHer: I think it is about fifteen miles. In running time i 
would be about twenty-five minutes, I suppose. 
Mr. Vien: What about the grade between Montreal and St. Mactn 
junction? 
Mr. FarrwnAtHer: The grades do not bother the passenger trains. What ; 
I am coming to is this. It really is not possible to get passengers from that red | 
line into Place Viger station unless and until costly viaducts are constructed | 
along the red line there or parallel to it at Longue Pointe. At one time t 
Canadian National and the Canadian Pacific had seriously under discussi 
this very proposal, and when the city of Montreal was approached with the 
idea of allowing that viaduct to be built or completed—known as the Rouen | 
street line—the consent of the city could not be obtained and that line, I 
believe, is now being demolished. Now, there are one or two ways of gett 
that red line (C.N.R.) into Place Viger station. 
Mr. Youne: How far are they apart now? 


Mr. Farrweatuer: I do not think ic is more than, perhaps, a mile. | 


RAILWAYS AND SHIPPING 23 


- Now, as to what I said: I said that for passenger trains it is difficult to 
bet a connection: of course, there is a freight connection now. But there are 
. 1 (wo ways you can do it—at least, that you cannot do it; one is to attempt 
| to go down over the harbour commissioners’ track from Longue Pointe with 
| a track running over the harbour commissioners’ into Place Viger. That was 
investigated, but owing to the fact that the harbour commissioners’ tracks 
are so used for harbour service it was not considered advisable to use that 
‘route. Another alternative would be to try to use the freight connection which 
| exists between Moreau street and the Cangdian Pacific facilities by using some 
| of the yard tracks; that was looked into and it is physically possible to do it, 
but if you do it you are going to create a serious grade-crossing problem run- 
ning passenger trains over those streets; you would be maintaining and aggra- 
vating a situation that is now there, by so doing. But as part of a large plan 
a satisfactory scheme could be worked out. I am simply detailing this thing 
which was seriously under consideration at that time. A viaduct was sug- 
gested, but the city would not have it. The thing was dropped when the 
attempt to use the harbour commissioners’ track proved abortive and an 
attempt to develop a connection through the yard tracks of the Canadian 
National and the Canadian Pacific railways was not considered to be feasible; 
‘but, as I say, again it is a matter of dollars and cents. 

_ Mr. Watsu: Your present plan contemplates continuing in use your 
\, present Moreau street station, it would continue to be a factor in your system? 
| Mr. Farrwearuer: As I pointed out, it is possible to take running rights 
over the Canadian Pacific railway from L’Epiphanie through St. Martin 
junction into our new terminal. 

_ Mr. Vien: Is that intended? 
Mr. FarrweatHer: That is under consideration, yes. 

Mr. Watsu: Mr. Fairweather mentioned Sir Frederick Palmer’s name, 
; “that he was selected by the government? 

Mr. FarrwkaTHER: Yes, sir. 
_ Mr. WatsH: Was he selected by the government or by the Minister of 

i ailways at that time? 

Mr. Farrweatuer: Well, I may be in error there; certainly as far as we 
_ are concerned he came to us as a representative appointed by the government. 
‘Mr. Watsu: What I wanted to get is this; if he was selected by the gov- 
ernment I would like to have a copy of the Order in Council; if he was selected 
_ by the Minister of Railways I would like to have a copy of the letter of the 
_ Minister of Railways authorizing or recognizing his appointment. 

Mr. Vien: I think we find his instructions in this material before us. 
Mr. Watsu: It is not there. I have not been able to find it. 

Mr. Vien: It hardly matters under whose instructions he acted. 

_ Mr. Farrweatuer: In any event, that inquiry could hardly be directed to 
_ the Canadian National. As far as we are concerned he came to us accredited 
trom the department of the government to whom we report. 

Mr. Wats: Yes, but he is put before us as an independent gentleman 
who is called in to study this plan. Now, can we recognize him as an inde- 
| pendent consultant, or was he acting with the Canadian National officials to 
| prepare that report that would lead to the tunnel station? 

| Mr. Farrweatuer: Oh, decidedly not. When Sir Frederick Palmer under- 
00k his study I was one of those who contacted him, and if anybody had any 
a that Sir Frederick Palmer did not make a searching study of the terminal 
ist. in Montreal, he is very wrong. He was a very difficult man to 
a ASTY 
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Hon. Mr. Howe: I might say that engineers are Hucliliae eels no fate 
who retains them they report according to their findings; and Sir Frederick — 
Palmer was a determined man and an eminent engineer. — - 

Mr. Watsu: I recognize his authority at the same time, no nial bee what — 
his reputation might be, if he is under the command of a certain body as — 
against another body naturally even an engineer is influenced by those for — 
whom he is acting. q 

Mr. Dreacuman: Are you implying that he was instructed that a certain — : 
job was to be put across there? 

Mr. Vien: Sir Frederick had been retained by the government in respect — 
to the terminal of the Hudson bay railway. He was on his way back to © 
England when this question was being studied by the Board of Railway Com- — 
missioners, and the minister, then the Hon. Mr. Dunning, retained him in © 
Ottawa and Montreal to make a report on the situation. I think it will be 
easy to find in the Department of Railways and Canals instructions which ~ 
were given to Sir Frederick Palmer at that time. He had been retained by 
the government through the Minister of Railways and Canals to make a report, ~ 
as they sought to take advantage of his being in Canada to have the benefit ~ 
of his views on the subject. Whether it was by Order in Council or by direc- 
tion of the minister I do not believe it is material. Be 

Mr. WausuH: There should be no objection to our having that information. 

The CuatrrMANn: The minister has stated that he is going to make an inquiry _ 
in the department and report to us as a committee. E 

Mr. Wausu: Are we going to take this report up page by page or are we a 
going to stay with the tunnel terminal until we are through with that? = 

The CHatrMAN: IJ think we had better let Mr. Fairweather finish his state- 
ment. He is not quite through yet. * 

Mr. WatsH: He is not through? I thought he was. 

Mr. FamRWEATHER (continuing): 


(3) Convenience of Street Access 


Convenient street access to a large passenger station is very import= | 
ant. It is well known that the situation at Windsor street station is 
poor in that regard. It is situated on a steep side hill. St. Antoine street, 
which flanks it on the south, is comparatively useless, and the same is | 
true of Windsor street on account of its steepness. This forces practically Mg | 
all vehicular access to the station on Osborne street, which is not a | 
through street and is very narrow. 2 


In contrast to this, the central terminal development provides for — 
two new north and south street approaches which with connecting ramps” 
will furnish vehicular access at each end and each side of the station cad 
provide several outlets connecting with the main traffic arteries of the | 
city to avoid congestion. Another point to be considered is that the ~ 
pedestrian and street car approaches to the central station are segregated ‘ 
from the vehicular approaches which action also avoids congestion. That: 
is, at the new station the vehicular approach to the station is separate 
from the passenger approach. They do not use the same entrances. 

Study of population trends in Montreal shows quite clearly thal the 
centre of population is moving east and north. Since the central terminal 


is north east of Bonaventure and Windsor street stations, a movement | 
to a union station at the central station would be a move in the direction 
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, (4) Development of Building Sites on the Station Area 


This is a factor of great economic importance in a long term view of 
a terminal development in a large city. A passenger station, to be of 
maximum use to the city, must be located near the centre of the retail 
and hotel sections, but the cost of an area of sufficient size for a railway 
terminal in such a location, and of approach tracks, will be very great 
unless the terminal is so designed that commercial buildings can be con- 
structed over the railway facilities, by which means substantial ground 
rents for overhead rights can be developed. Windsor street station is 
not suited by location for such development, while the central station 
area is eminently suited for it. 


(5) Inadequacy of Windsor Street Station 


Windsor street station, while adequate for Canadian Pacific train 

service, is not large enough to accommodate all trains which enter and 

leave Montreal. The inadequacy of the station consists not only in the 

___ lack of capacity of the station tracks, but also in a lack of capacity of the 

approach tracks, coach yard and engine house facilities at Westmount, 
and express, baggage and mail facilities. 

Owing to the side hill construction of Windsor street station, the 
| By enlargement of the track capacity would be a very expensive undertaking. 
_ To the south an expensive viaduct construction would be necessary; to 
the north it would be necessary to abandon Osborne street in its present 
location and reconstruct it further north, and this leads to complications 
in the Guy street and Mountain street subways. To obtain adequate 
. capacity of approach tracks, another track at least would have to be 
a constructed from the station as far as Westmount and two additional 
tracks from Westmount to Montreal West, at which point new and 
enlarged coach yard and engine house facilities would have to be con- 
structed, the reason being that the Westmount facility cannot be enlarged. 
The additional lines to Westmount and Montreal West with the attendant 
grade separations would be expensive. 


In addition, however, if Windsor street station is to be used, the question 
of an approach from the Victoria bridge has to be considered. This approach 
would, of necessity, take the form of an expensive high level viaduct running 
‘om St. Henri on a steep grade. Canadian National trains from the south 
east could reach Windsor street station without such a viaduct. Trains from 
v York could be diverted at St. Johns, Que., on Canadian Pacific trackage 
routed via the Lachine bridge and Montreal West, and trains from the 
itimes might be diverted over the Quebec bridge and thence over Canadian 
ific trackage on the north shore. Other Canadian National trains serving 
ts south and east could be diverted at St. Lambert and sent around via 
Lachine bridge; but all these expedients, while saving the expenditure of 
viaduct construction, would add from 64 to 22 miles on all such train move- 
t, and would lengthen running times of trains as much as 45 minutes. Also, 
the Maritime trains should be routed over the Quebec bridge, it would be 
essary to supply substitute train service on the south shore of the St. 
wrence between Levis and Montreal, so that not only would there be slower 
ad less adequate service, but opeating costs for additional train mileage run 
fo uld be very substantial ‘and would be the equivalent of a large capital sum. 
It is certain that more money would have to be expended on Windsor 
t station, including tracks, approaches, coach yard, engine facilities, express, 
ge and mail facilities, to accommodate Canadian National trains, than 
ee funds: now required to be ip Sevens on the central terminal to 
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Mr. WatsH: You are making that statement on your own authority? na | 

Mr. FarrwnatHer: I am making it on the authority of a study. that has _ 
been made of the situation. ; 

_ Mr. WatusH: Yes, but there are other people who have made the same a 
study and have come to a quite different conclusion. ae 

Mr. FairwpeatHer: My authority is the study I mentioned. 

Mr. WatsuH: I have their statement here. 

The CHatrMAn: Mr. Walsh, will you allow Mr. Fairweather to complete — 
his statement, then we will come back to that afterwards. Go on, Mr. Fair- © 
weather. Bi) 

Mr. Watsu: I did not want to get away from the point altogether. 

The Cuarrman: No, but we will go back to it. 

Mr. FarrwkaTHer: (continuing) : | 

A consideration of these factors demonstrates that if a union station 
is to be provided for Montreal, the only logical location for it is at the © 
central terminal site. 

It is, however, by no means clearly established that a union station | 
is a necessity for Montreal at the present time, and under present con- | 
ditions, however desirable a union station may be as an ultimate objective 
in the development of the city. -What is clearly established at the present — 
time is that the Canadian National Railways and the city are both g 
suffering from the disjointed nature of the Canadian National facilities, — 
both freight and passenger, and from the existing stations and facilities, 
which are, for the most part, old and obsolete; also that there is in ~ 
connection with the existing Canadian National facilities a serious grade — 
separation problem. Sir Frederick Palmer clearly recognized this situa-— 
tion, and states in his report:— 

“Whatever may be the ultimate decision in regard to the con- 
centration of all Montreal main line passenger service at the tunnel 
station, there can be no two views about the desirability of, indeed 


obsolete Otte now in use.’ 


“The tunnel site affords : far the best means of sede 
this Eigeeacinen 2 e | 


plan is half ea te ie lines which solve the grade Crowe robin 
co-ordinate the Canadian National terminals, and conform to the require- 
ment of being readily adaptable to a union station at the best possible 
site. In short, the best thing to be done is quite plainly to finish the 
half completed Canadian National terminal. This will co-ordinate the 
Canadian National terminals with benefit both to the railway and the 
city. The plan is excellently designed to serve the requirements of +. 
Canadian National Railways and is readily adaptable to a union statio 
The expenditure of large sums of money on Windsor street station and | 
approaches thereto is not a reasonable solution of the problem. ia 


From an engineering standpoint, less money need be expended 

the Canadian National plan to meet Canadian National requirements f 
co-ordination of its terminals than would be needed to effect only a parti 

_ co-ordination. of Canadian National facilities based on Windsor stre 
station. 
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atom a traffic standpoint, there is no pressing necessity for a union 
station in Montreal, the interchange of passengers, mail, baggage and 
express between the existing Canadian National stations, as a group, 
and the Canadian Pacific stations, as a group, being of small proportions. 
From a street traffic standpoint, the Montreal terminal development 
improves the north and south arteries of the city, segregating pedestrian 
from street car and vehicular approaches to the station, gives direct 
access to the retail and hotel sections of the city and provides an oppor- 
tunity for commercial building over the terminal site. On the other 
hand, Windsor street station possésses none of these advantages and 
woul@ add to street congestion. 

From the standpoint of future requirements, the central terminal site 
is pre-eminently suited for a union station while Windsor street station 
could never properly be so designated. 

~The conclusion is inescapable, that the best interests of the Canadian 
National Railways and of the city would be served by the completion 
of the Montreal terminals on a modified plan to meet the present require- 
ments of the Canadian National, and in such a manner that they could 
be readily adapted to use as a union station. 


Mr. Pewee: Oh, yes. 


Mr. DeacHMan: Could you give us an idea of any savings that would be 
ible, and what exactly the advantages would be? 


Mr. Famrweatuer: I touched on that question in my memorandum; that 
| our freight facilities in Montreal are cramped, and there is an opportunity for a 
| very substantial improvement by re-arrangement. But we cannot begin to 
Te-arrange your freight facilities until you get rid of your passenger facilities, 
because they are all ‘mixed together; and consequently when you get rid of your 
| passenger problem by terminal development it will enable you to turn your 
attention to the freight lay-out; and when you do that you are going to get 
| economies that are really of a very substantial nature. 
' The Cuarrman: Mr. Deachman, before we go on with this discussion of this 
memorandum read by Mr. Fairweather I would like to finish first of all with 
_ the report of the Canadian National, and then we will go on with the discussion 
_ of the special report when we are through with that. Have you gentlemen any 
further remarks on the other part of the report, excepting the Montreal terminal? 
»  £Mr. WatsH: Yes. On page 4 of the report, the very opening figures, oper- 
ating revenues and operating expenses; we notice a decrease of $4, 613 546. Shi! 
the operating expenses of the railway; and it is suggested further down that 
this was carried out by holding such costs to a minimum. Now, there is a 
decline from $16,154,886 in the operating revenue. Would the management con- 
‘sider that the decrease i in operating revenues would in any way decrease operat- 
ing costs? Is the fact that the operating costs are down due altogether to the 
| fact that very careful business management was applied? 
Mr. Huncerrorp: Well, Mr. Walsh, reduction in traffic automatically 
| reduces expenses to a certain ‘degree, but the reduction from that point of view 
would not equal the total reduction that was effected, by a long long way. 
_ Mr..Watsu: I see, but it would affect it to a certain extent? 
Mr. HuncprrorD: Quite. 


7 Mr. WatsH: And further down you have suggested that 25 per cent of the 
reduction in maintenance and equipment forces, referred to at the bottom of 
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page 4, “subsequently a concurrently with ie decline. ” Now, at the Heeintiel 
of the Bubapraph ‘operating revenues”: “The decline in general business activity 
in the latter part of 1987 . . . conemied throughout the latter part of 19388”, 
and yet we did not get this 25 per cent reduction in the maintenance and equip- 
ment forces put into effect until well on in 19838—“subsequently and concurrently.” 


Mr. Huncrrrorp: That is quite true, Mr. Walsh. That was in pursuance 
of the policy that was decided upon to place a larger number of locomotives and — 
cars in serviceable condition. That program was carried through the year 1937 
and it was continued for the first three or four months of 1938. | 


Mr. WatsH: Then you have put into effect a 25 per cent decrease in 1938, 
but not soon enough to help out the situation as far as operating losses were 
- concerned? . 


Mr. Huncerrorp: As I said before, we were pursuing a program designed 
and intended to place more locomotives and cars in serviceable condition. That 
program was begun at the beginning of 1937, and during that period of time, on™ 
account of the restoration of the wage rate, the average wage was working up; 
that was one factor in getting the work done before the full restoration was in © 
effect, and that would mean that we should get the work done at a slightly less” a 
cost. But over and above that it was that we did not have nearly as many cars 
and locomotives in serviceable condition as we should have had to take care of iz 
future requirements. 

Mr. WatsH: You have now, is that right? 

Mr. Huncerrorp: Yes. } be 

Mr. Wausu: And the paragraph at the top of page 5: ‘While main- — 
tenance and extensions have been kept to a minimum, the property and equip- — 
ment is in good condition having regard to the volume of business to be hand- — 
led”. That is the volume of business at present, and what you might anticl- 
pate in the near future? i 


Mr. Huncerrorp: As far as one can anticipate, that is the condition. 


Mr. WatsH: Then, in connection with the hotels, there is an increase of ) 
$25,927 in the oper ating income. If I remember rightly I filed a question that — 
might have answered these things that I wanted to get; what was the average e 
rate of return on hotel investments for this past year? Have you got that? 
Mr. Hunocerrorp: I will see, Mr. Walsh. 
Mr. Farrwnatuer: We have here a tabulation, I think, Mr. Walsh, that — 
answers your question. E 
Mr. WatsH: It is all there? 


Mr. FAIRWEATHER: Yes. 


Mr. WausH: I can figure it out from that. 


The CHARMAN: Just a moment, Mr. Walsh, do you want this read into 
the record? I think it would be dweable 


Mr. WatsuH: I asked the question at the first meeting. 
The CHarrMAN: It might be as well to have it read into the record. 
Mr. FarrRwEATHER: It : quite a Ane statement. 


in the record. 
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a CANADIAN NATIONAL RAILWAYS 


Horst OPERATION, YEAR ENDED DEcEMBER 31, 1938 


. Capital 
Location cost to Revenues Expenses Taxes Net 
Dee. 31, 1938 
$ cts. $ = ets. $ cts. $ © ets. $ cts. 
- Chateau Laurier.......... Ottawa,1 Onts eres... cs 8,678,307 68) 1,158,537 84 927,958 88] 62,285 45) 168,293 51 
ETINCe ATTOUL. oc. es0cc.c> > Port Arthur, Ont........ 1,186,065 52 156,618 49 181,712 05 5,504 34 19,402 10 
~Minaki Lodge... Ea ee 


Mina WOntarce: ate ate. 1,094,079 24 51,896 80 49,844 07 162 00 1,890 73 
..| 2,906,934 #3 346,474 81 338,583 13 26,305 18 18,413 60 

525,623 10 91,839 39 95,888 48 3,972 12 8,021 21 
2,271,967 36 408,460 90 367,050 86 15,071 79 26,338 25 
asper Park, Alta, 2,660,425 32 291,977 90 237,878 89 4,631 80 49,467 21 
- Bessborough....... askatoon, Sask ..| 8,567,459 62 224,206 88 246,970 60 1,692 87 24,466 69 
- Pictou Lodge Wiarde ...|Pictou, N.S.... i 199,456 21 17,382 88 16,746 86 305 00 831 02 
BeNOVSA SCOTA............%. Defallifase INES carer ees tue at 2,448,464 30 311,978 17 286,357 40 11,071 18 14,549 59 
Canadian National........ Charlottetown, P.E.I... 857,579 45 85,299 94 85,029 82 3,637 48 8,367 36 


ER OAS se ronacc’ spessie 26,391,362 38) 3,144,674 00] 2,784,021 04) 134,639 21) 226,013 75 


Fort Garry....!..... ...}Winnipeg, Man.... 
aH Brandon, Man.... 
) Macdonald......... 


dmonton, Alta.. 
Jasper Park Lodge. 


Mr. WausH: That will be quite sufficient. Could I ask Mr. Fairweather 
or Mr. Hungerford whether the hotel operating expense figure includes any 
_ charges for depreciation? 

. q Mr. Coorrr: No, we do not include depreciation in our hotels accounts. 
Hon. Mr. Howse: What about depreciation, isn’t included? 

Mr. Cooprer: Not in connection with hotels. 


; Mr. Wausu: What are you going to do when one of these million dollar 
hotels become obsolete, or is no longer fit for use; are you going to rebuild it? 


ng Mr. Cooprrr: So on as furniture and aeuet equipment of every kind, 

is concerned, it is replaced as required and generally is maintained in first class 
~ condition. That all comes under operating expenses. There is no provision 
for obsolesence of the building itself. That is, the ultimate retirement of 
the building itself is not being provided for. We are providing from year to 
year through the operating expenses of the hotels for all the depreciation which 
is taking place, apart from the building itself; and that is being kept in very 
- good condition. I think anybody who looks at any of our Canadian National 
hotels would be fully convinced of that. 


Mr. WatsH: I am not objecting. 


Mr. Cooper: I do not think you could fail to be impressed by the first- 
class condition in which they are being kept. 


Mr. WausH: That is beside the point. We have the report here and it 
Indicates quite clearly that there has been absolutely nothing set aside er 
depreciation on buildings, or for replacement of the buildings; and that is 
condition which you would not find with respect to any other type of psa 
In business if they erect a building they immediately commence an account 
that will cover the cost of that building in due course. I know when we erect 
public buildings, schools for instance—where most of my experience has been 
—we are compelled by law to set aside each year a certain amount of money 
so that when the bonds become due we have the money to meet those bonds, 
phd the presumption is the building itself is no longer of any use and we have 
then to float bonds to re-erect that building. Now, you have nothing of that 
character in your account. 

Mr. Deacuman: They do not have it with respect to the railways either. 
Mr. WatsuH: That is quite a different matter. 


Mr. Deacuman: The question of obsolescence comes up there. There is 
) difference. You are saying that the hotels are becoming out of date. The 
ways are subject to the same condition. 


Ah each si sas 
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Mr. Watsu: No, the ane are replaced from year ee year. 

Mr. Dreacuman: And just in the same way these hotels are kept up to date A 

Mr. Wausu: No, they are not. Do not confuse me. You get the idem 
this is a business question with me, it is not a matter of quibbling. 

Hon. Mr. Howe: Assuming its doaeabauie) do you think it is good business _ 
for us to increase the deficit just for the sake of building up a fund within the | 


a railway to take care of this item? 


Mr. Watusu: I think the railway itself should do that. 
Hon. Mr. Howe: The railway does not earn enough to do it. 


Mr. WausH: They should not report an operating revenue here of $226, 014 
without taking this factor into account. It would not be done in any ordinary 
business. In any ordinary business institution that would not be done. Whe 
you report a net you should have it after everything has been looked after. 
Here is one important item that is not looked after, depreciation on buildings. | 


Hon. Mr. Hown: Why report a net on that, it goes into the general fund 
of the railway to cut down the general deficit that has to be met by the public. — 
I think that is a good way to use it, don’t you? Why should we build up a fund © 
within the railway accounts to take care of an item of that kind when the © 
deficit has to be met out of public funds in any event, why not use it to makel 
up the deficit? . 

Mr. Watsu: I have quite a different point of view of the matter, and my 
view is this: this is a railway proposition and it is presumed to be run as a 
business institution the same as any other line of business would be run; re- ; | 
gardless of where this deficit comes from. I heard a very apt expression ‘at a 
sitting of the Senate committee, possibly the minister himself was there at the 
time, but mention was made to ! ‘picking grandpa’s pocket”. 

Hon. Mr. Howe: I was not there at the time. a 


Mr. Watsu: Here is the Canadian National railway report and in that 
there is no allowance for depreciation on buildmgs, or for replacement of 
buildings; and the minister excuses it on the ground that well, it is as broad Ki 
as it is long, because the public pay no matter “which way we do it, you would © 
have to get more money from the public if you put aside a certain amount — 
for depreciation. And now, that is one side of the picture, but the other side 
of the picture is quite different. This is a business institution and we hav 
no right to expect the public of Canada to dig down into their pockets again 
for future losses. We have no right to expect that. 


Hon. Mr. Howe: Do you propose to ask the public to dig down in their 
pockets to build new hotels? . 

Mr. WausH: It is just as if the minister and I were in the hotel business, 
If we build a hotel and operate that hotel one of the first things we would do~ 
when we commenced operation would be to start that type of account so that 
when our hotel got old and delapidated we would have the money with whicl 
to replace it. i‘, think that is common-sense business practice. I do not 
why in the same way the Canadian National does not adopt a business p: 
position of that kind. It is common sense. If it did that it would not n 
say to the public we have a net operating income of $226,000 in connecti 
with our hotels, it would probably show a deficit. And it is not not giving t 
public a true picture, to go back to an expression which I used two years ag 
it is not giving them an exact picture of the losses which we are sustaini 
in operating the Canadian National railways and other companies connect 
directly or indirectly with that organization. For instance, if I own shares 1 mn 
a company and I get an oper ating statement at the end of the year I expect — 
that statement to reflect the true conditions of that company which I am inter 
ested in. I am a shareholder of the Canadian National Railways, and I exp 
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shat they will give me a true and exact picture of the actual conditions that exist 
at the present time. And I do not consider that this statement is an exact 
picture, because it does not look after one item that I consider of tremendous 
importance in the conduct of any business enterprise. 
The CuarrmMan: Mr. Walsh, you have been told by Mr. Cooper that the 
expenses connected with the replacement of furniture, as well as repairs to 
buildings, were chargeable to this account. 

Mr. Kinuny: Is that true? 

Mr. Coopmr: Yes. f 

Hon. Mr. Hows: The replacement of furniture, crockery, carpets and 
urnishings, repairs to ae and everything of that kind are all charged 
against operations. 
Mr. Kinuzy: Do you carry any insurance on these hotels? 
Hon. Mr. Hower: No. 
Mr. DeacHmMan: Would you mind telling me what is the custom in con- 
eo with the C.P.R. with regard to their hotels; you are both familiar with 

a. 


r. Cooppr: With regard to depreciation the Canadian Pacific practice 
has naa in the last three years. If Mr. Walsh had asked this question 
three years ago I could have said that our practice was precisely similar to 
that of the Canadian Pacific. The Canadian Pacific up to date have accumulated 
5 per cent, that is the total accumulated depreciation which they have set 
‘aside with respect to depreciation on their hotels. 

Mr. Watsu: Don’t you think it was a wise move on their part to do that?. 
Mr. Drachman: Would you consider that ample, Mr. Walsh? 

Mr. Watsu: No, it is not ample. I want Mr. Cooper who is as good a 


th Canada, to see if it is not possible to put the C.N.R. on the same businesslike 
basis in respect to all hotels. Now, let me ask him a question—it is beside the 


em (Mr. Cc oee We do not ae depreciation in our railway steamships 
accounts. 

i Mr. WatsH: You do not? 

Mr. Coormr: No, and the Canadian Pacific do. You made the. remark 


ust point out to the committee that the balance sheet carries a certificate 
ing out clearly our practice with respect to depreciation. We say what is 
policy with respect to depreciation accounting; and if that is set out clearly 
the balance sheet then there can be no question of the statement being 
lisleading. 

- Mr. Wats: Does it state clearly that there is no depreciation at all either 
with respect to the steamships or the hotels? 

| Mr. Coorrr: I think so, yes. 

Mr. WatsH: Where is that? 

' Mr. Cooprr: You will see it on the balance sheet. 

_ The Cuarrman: We will come to that point when we consider that part 
lof the report. 

_ Shall we adjourn to meet again at 4 o’clock this afternoon? 

Some Hon. Mrmpers: Agreed. 


4 The committee adjourned at 1:05 o’clock p.m. to meet again at 4:00 
yelock p.m. this day. 


“| 
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AFTERNOON SESSION " 


On resuming at 4 p.m. 
The Cuarrman: Gentlemen, when we e adjourned this morning we were deal- 
ing with hotels. I think our friend Mr, Walsh was asking certain questions. — 
Are you through with that? You made your statement in full this morning, , 
did you? You tried to fill us up, but you did not succeed. , 


Mr. WausH: I gave a full statement. 


The CHarrMAN: Are there any other questions on the report itself, except- — 
ing the Montreal terminal? Mr. Deachman, I thought you had a question to 


a 


ask this morning? ‘ 


Mr. Deacuman: I think I had. I have some on the freight business. Are | 
we back at the terminals? : 

The Cuamman: No. We will take the terminals afterwards. If you have 
any questions dealing with the report, please ask them now. : 

Mr. WausH: I want to ask a question on page 5 in connection with the ss. k 
Prince Henry. On page 5 I notice the loss on sale of the ss. Prince Henry — i 
applicable to the expired service life of the vessel charged to income in 1938 ‘ 
amounted to $668,195; and then on page 18 there is another item of $994,261 — fi 
charged to proprietor’s equity covering another portion of this loss. I am not f 
a railway accountant, so I was wondering why part of the loss was charged to — 
the one account and part to the other account. Could I have some kind of 
explanation that an ordinary mind could comprehend? 


Mr. Cooper: Yes. It comes back to the question of depreciation account- — 
ing which we discussed this morning. The figure of $668,000 represents the 
depreciation applicable to the period during which the ship was in service. In 4 
other words, had we been doing what you contend we should do—had we been " 
accruing depreciation—this is the amount which would have been charged to . 
operating expenses, on a depreciation basis, during the period the vessel was in — 
service. Our practice is to provide for the loss at the time units of property are — 
retired from service. Generally, we reach the same result as if we followed © 
depreciation accounting. On the depreciation basis, the loss is amortized over 
the life of the property in more or less equal instalments. Under retirement | 
accounting, the loss is all taken up at the time the property is retired. On | 
the theory that had we followed depreciation accounting $668,000 would have | 
been charged to the steamship operating expenses; when the vessel was sold | 
we took that amount up as an operating expense. The balance of the loss— 
which has nothing to do with the operation of the vessel; it is in consequence of / 
a change in policy—in my opinion, is clearly a capital loss, and under the pro- 
visions of the Canadian National Revision Act, losses of that nature are required | | 
to be charged to proprietor’s equity. I do not know whether that is a a 
rca or not. Have I made clear what the $668,000 is? 

. WatsH: Yes. I can understand the $668,000 would have been accumu- : 
per if you had been setting aside so much, year by year, when this vessel was | 
in operation, from your income; you would have accrued that amount towards | 
retiring it. a 

Mr. Cooper: We would have charged that amount to operating expenses. | 

Mr. WausH: And the balance represents the difference between that and | 
what you presume the life of the vessel would have been, or the balance of the | . 
cost of that vessel; is that it? 

Mr. Coorrr: It represents the loss which was accelerated when it was | 
decided to sell the vessel in advance of the expiration of its normal life. This | 
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) Aa 6 per cent per annum would be the depreciation charge. It is only 
ht years since this boat was purchased, and eight times 3-6 per cent of the 


ag “Mr. WatsH: What was Phe purchase price of the vessel? Would it be 
“represented by the addition of those two figures, $994,000 and $668,000? 
_ Mr. Coorrr: No. The cost of the vessel was $2,162,000 and we sold it for 


_ Mr. Watsu: Oh, yes. 

Mr. Cooper: We charged $668,000 to “expenses and the difference to pro- 

rietor’s equity. 

_ Mr. Kinury: What is the age of the ship? 

_ Mr. Coorrr: It has been in service eight years. 

_ Mr. Kinury: Eight years? 

_ Mr. Cooprr: Yes. . 

@ Mr. Kintey: There is another one, the Prince William, which I saw by the 

| press was sold at a very small figure. What was that? 

| Mr. Coorrr: That was a boat which was sold the previous year. It was 

‘not sold during 1938. It was a very small boat out on the Pacific coast. 
, was not the same type as the Prince Henry. 


Mr. Kintry: How big was she? 
- Mr. Coorrer: I do not remember. 
_ Mr. Kinuzy: Was she 500 tons? 
Nf _ Mr. Coorzr: I do not remember. It was a very small vessel. 


Mr. WatsH: What are they doing with this vessel the Prince Henry now? 
Nhat are the new owners doing with it? Are they operating it? 

4 Mr. Coorzr: They are operating it now, I think, between Miami and 
Vassau 

Mr. WatsH: As far as the C.N.R. is concerned, it was not profitable to 
p that boat? 

_ Mr. Coorzr: No. 

Mr. Watsu: It was better to take the loss and sell it at $500,000? 

_ Mr. Coopzr: That was the decision of the management. 

_ Mr. Krnury: That is a matter of opinion. 


Mr. Huncerrorp: She will cruise through the West Indies during the 
ig from Miami; and she will cruise down the gulf of St. Lawrence in the 


“Mr. WatusH: She could not have been profitably operated? 
_ Mr. Huncerrorp: We thought not. 
_ The CHAIRMAN: Is there anything else? 


Mr. Wats: I also notice on page 5° an item in connection with the cost 
What is the reason for the increase of $493,000 in the cost of 


_ Mr. Coopzr: Sterling was more expensive in 1938 than it was in 1987. 
4m 1988 sterling averaged about $4-96 to the £1. 

Mr. Deacuman: What price? 

‘Mr. Coopmr: The average was 4:96. It varied from $4.67 to $5.02. 

Mr. Deacuman: There is a difference in that to-day. 

ic Cooprr: Yes. It is below par to-day; but early in 1938 it was selling 


Mr. DracumMaANn: Yes. 
772 ‘Bist 
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Mr. Coopmr: A ee amount of our interest is payable, of course, in 
sterling; and it is rather expensive for us to find sterling funds to discharge our ) 
interest obligations. 

Mr. Deacuman: What was the total cost of the Senneterre- -Rouyn branch 
line? 

The CuHarrMANn: $5,000,000. 4 
Mr. Coopsr: It is scan on page 5 in the paragraph under’ capital expen- 
diture account. The total cost as of December 31st was $5,315,000. ' 
Mr. Dracuman: Is that the entire cost of the road? 

Mr. Huncerrorp: No, not quite. 

Mr. Armsrrone: $220,000 will clear it up. K 
Mr. Deacuman: Is it a paying proposition? ‘ 
Mr. Huneerrorp: We think it will be. i 
Mr. Krinutey: Has he answered the question? 

The Cuarrman: No; he is not through yet. 

Mr. DracHMaN: es I am finished with that. a 

Mr. Krnutry: May I say with regard to these ships that are being sold 
from time to time, that I think it is a matter of importance to us who are on 
the coast. If you "want to close a railway line, you have got to go to the rail- | 
way commission and you have got to do all sorts of things. The public interest 
has to be considered. When you sell a ship, part of the assets of the railway, 
you consult nobody. There are fears in this country as to the effect of any if 
such policy in regard to that in future. ; 

The Cuairman: If I recollect rightly, I think in 1935 the matter came up 
before the committee here, and we made a recommendation—on the recom= 
mendation of the staff of the C.N.R—that this merchant marine be disposed 
of. I am under this impression that there was either an Act of parliament or 
an Order in Council which was passed directing that. iM 

Mr. Kinuey: Certain ships in the merchant marine. & 

The CHarRMAN: Yes, it was on Order in Council. . 

Ree Kintny: Do you mean to say there is a regulation— 


Smart: This is not the merchant marine. The merchant marine is 
eas of individually. This boat belongs to the C.N.R. a 
The Cuatrman: Mr. Kinley is asking if the disposal of the boat we have 
disposed of has been authorized by Order in Council. ‘at 
Mr. Smart: Certainly; each one. -. 
The Cuarrman: That is what I thought. . 


Mr. Kinuny: I want to bring this to the attention of the president of the e 
railroad. The directorates are interlocked; that is, the railway and the boat 
directorates of the Canadian steamships are interlocking directorates. There is : 
a question of enthusiasm, I suppose, in connection with ‘the seagoing part of t 
effort. But down in the ‘maritime provinces, in the past, a man in order to g 
a job had to go to sea. If we dispose of our merchant marine, what are o 
unemployed going to do? Because there is nothing that the men can do on t 
sea if we put all the boats into foreign hands. What are they going to d 
There is nothing that they can do except go fishing or go on the sea. There w: 
a time when Nova Scotia was a way out in the forefront in sea transportation. 
It is getting so now that there is nothing left but a few jobs on Lady boats. 4 

Mr. Coorrmr: Of course, it was part of the arrangement that this vesse el 
should be operated for cruises down the St. Lawrence every summer. 

Mr. Kinutgy: That is this Prince boat? 

Mr. Cooprr: Yes. 
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} oun. KINLEY: ‘There is another Prince boat in Halifax not working at all. 
I understand there has been a proposition that that boat be put into commission 
in connection with the world’s fair in New York. 

_ Mr. Huncerrorp: That is the Prince David. 

Mr. Kininy: I want to say that we are very much interested in the preser- 
vation of the seagoing people on the Atlantic coast. If you keep selling these 
boats, one of these days someone will get the notion of selling the Lady boats or 
omething of that kind; and then as a seagoing people we will not be there at 
all. I saw in the Financial Post where the CP. R., on one boat, had one Cana- 
dian. He was a ticket seller. The rest were all outsiders. Then they tell you 
th at the young people of this country should be employed. I know that the 
president of the C.P.R. is interested in the unemployed and the yeine people, yet 
he runs a boat and does not hire any Canadians. 

Mr. DeacuHMAN: They cost too much. 

> #£Mr. Kinuny: How are people: who live on shore going to work if they 
cannot go to sea? I do want to bring it to your attention that this is of vital 
interest to us who are on the shore. 

_ Mr. Deacuman: It is a question of wages, is it not? 

Mr. Kinury: No; the boys on my shore will go to sea at any price. All 
they want is a start. They are not particular how much money they get, but 
they cannot get on at all. 

_ Mr. Huncmrrorp: All the boats in the West Indian service are in regular 
use; but so far as the Prince David being tied up at Halifax is concerned, we 
have not been able to find an opportunity to use her profitably. 

__ Mr. Hanson: Are not the employees on these boats mostly all Canadians? 

_ Mr, Huneerrorp: Mostly all Canadians. 

Mr. McKinnon: What would be the purpose of hiring somebody that was 
not a Canadian? 

_ Mr. Krytey: There is an agreement. 

_ Mr. Hunerrrorp: I do not know whether it is a condition of the agreement, 
but we do employ some West Indians in the stewards’ department. The regular 
crews are practically all Canadians. 

Mr. DeacuHMan: There is a question I should like to ask, but I do not know 
whether it would be out of order, and that is in regard to maintenance of way 
d structures and maintenance of equipment. Would it be possible to have 
operating ratios of these two items since the beginning of the depression 
| 1 1929? 

_ Mr. Nate Sigs We could file a statement. 

Mr. Huncerrorp: I think we would have to file a statement on that. 

| Mr. Deacuman: Yes. My recollection of these ratios is that they are 
Much higher on the C.N.R. than they are on the C.P.R. 

| _ Mr. Huncerrorp: That comes into the old question of book-keeping. 
Mr. Deacuman: It may be a question of book-keeping, sir, but it is also 
a question of cost. The money is there; it is spent. 


| -Mr. Huncerrorp: Yes, to a ee It depends upon the requirements of 
wu e two systems and the policy i in respect to maintenance at any given time. 


"Mr. DrFACHMAN: In connection with the maintenance of way and structures, 
that maintained to a higher standard than on the C.P.R.? 

_ Mr. Huncerrorp: I would not say that, because I do not know Canadian 
| Pacific conditions. 

Mr. DracuMan: Pardon? 
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Mr. Huncrrrorp: I do not know the conditions on the Canadian Pacific 
and I could not say that. 

Mr. DracHMAN: Would the comparative figures for the Canadian Pacifil 
be available? 

Mr. Huncerrorp: I do not know that. 

The Cuarrman: We have no means of pore them in this committee to 
give any figures. 

Mr. DeacHmMan: The figures are published. 

Mr. Smart: They are not published in detail like the Canadian National 
Railway figures. 

Mr. Deacuman: After all, we are interested in both railroads in Canada. 
Would it not be possible to have a comparative statement of the operations 
of the two roads? It would act more or less as a yard stick. You have it 
recorded, I think, in the Parker report, which some gentlemen will recall. 

Mr. Farrwratuer: The figures are compiled and are published by the 
Dominion Bureau of Statistics, the figures with regard to the Canadian Pacifie 
and the Canadian National. But one has to be very careful about making 
comparisons between the two systems because there are great differences between 
them and the raw figures do not tell the whole story. : 

Mr. DracumMaAN: You have a larger percentage of light traffic lines, have 
you not? 

Mr. FarrwkATHER: Yes. 

Mr. DracHMan: And therefore on that basis alone 

Mr. FarrwkaTHER: That would mean that the operating ratio charge- 
able to maintenance of way and structures on the Canadian National would 
be higher than on the Canadian Pacific. 

Mr. DeacuMan: If you are measuring it, though, in dollars per mile of line 
-it would not be? 

Mr. FarrwEaTHER: Well, there again if you measure it in dollars per mile 
of line you have to take other things into consideration. Take, for instance, 
the fact that the Canadian Pacific Railway is an older railway on the average 
than the Canadian National and the physical structure of their property as 
expressed in rails, ties and ballast and steel bridges is on a higher plane than 
many of the lines of the Canadian National. 

Mr. DracuMan: Is that not the main basis of the difference between the 


two? 

Mr. FarrwratTHer: The two combined constitute the main difference. 

Mr. DracuMan: The maintenance ratio on the C.P.R. prior to the time | 
of the amalgamation of the three roads was higher and, therefore, you had 
more deferred maintenance to make up? B, 

Mr. FatrwHaTHER: It is quite obvious that the Canadian National lines 
that go to make up the Canadian National had been bled white before they 
came into the hands of the government. Naturally, all of that maintenance 
appears in the subsequent years and it inflates the maintenance expenses of 
the Canadian National lines, and it is an enormous sum of money. 

Mr. DracuMan: Is there anything to this: In connection with the two. 
railways the maintenance of way and structures per mile of line during the 
period of prosperity, say, from 1925 to 1930, was running along pretty closely; 
it was approximately the same for each road? And when the crisis came and- 
business fell off the C.P.R. cut its ratio very much more quickly and more 
deeply than did the C.N.R. 4 

Mr. FatrrwratHer: Well, I would not want to be lead into a detailed staten 
ment of what the Canadian Pacific did to meet the emer gencies of the depression. — 


i 
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I do iow that in the period from 1918 up to 1929 the Canadian National Rail- 
ways were spending large sums of money over a period of years to lift the main- 
tenance standard of its property which had been allowed to deteriorate in the 
prior period. And that program was interrupted by the depression. From that 
time onward the maintenance of the property has been kept to a minimum con- 
sistent with safe operation. As to what the Canadian Pacific did in detail, 
I would not be a competent witness. 

Mr. DracuMan: The figures record that attitude. But there is another 
frank question with regard to. that; the fact that the C.N.R. ratio was not cut 
so deeply as the C.P.R. Was that a part*of the government policy to maintain 
_ employment or was-it really the policy of the Canadian National? 

Mr. Huncerrorp: I will answer that. In general it was the policy of the 
Canadian National Railways. We tried to balance maintenance to the require- 
- ments of the time. It is quite true that the lines of the Canadian National were 
; greatly improved between 1918 and 1930, but in my judgment at 1930 they 
were not up to the full standard of the permanent lines of the Canadian Pacific 
> at that time. Since then we have kept the maintenance as low as we could con- 
sistent with traffic requirements. That is always a matter of judgment, of course. 
; Mr. DeacHMaAN: But because of deficiency in past times that ratio had to be 
carried at a higher rate relatively than the C.P.R.? 

Mr. Huncerrorp: Naturally, yes. 

Mr. DracHMAN: During the depression? 

Mr. Huncerrorp: Yes. 

Mr. DracuMaANn: Does that same thing apply to the maintenance of equip- 


Mr. Huncerrorp: To a degree. It is not quite the same. 

Ls Mr. WatsH: I should like to ask a question concerning the cash deficit 

- on page 5. It says, “excepting charges to proprietor’s equity under the provisions 
_ of the Canadian National Railways Capital Revision Act, 1937, as outlined on 

| page 12, there was a deficit of $54,314,196.” Just what is the reference there? 
ir Mr. Cooprr: Page 12, did you say? 

Mr. WatsH: Page 5 acer “Cash deficit.” 

The CuatirmMan: The third paragraph. 

Mr. Coorrr: May I refer you for.a minute to page 12? 

Mr. WausH: Yes. 

____-Mr. Cooprr: The statement shows the profit and loss account for the year 
1938 which is separated between line abandonments charged to proprietor’s 

_ equity and the cash deficit. The system loss for the year of $57,027,033.11 is 

| divided, between the amount we require in cash from the government and losses 

ofa capital nature chargeable to proprietor’s equity. The reference on page 5— 

Mr. WatsH: —is to that $2,000,000? 

Mr. Cooprr: T hat is the amount which is excluded in arriving at the cash 


Mr. WatsH: It represents line abandonments? 

_ Mr. Cooprr: Line abandonments including the capital loss in connection 
with the Prince Henry. 

The CuarrMan: Which you will find on page J of the Canadian National 
Railways Securities Trust. 

Mr. Coorrr: The details are given on page 18, Mr. Walsh, if you want the 


Mr. Howven: I was going to direct attention for a moment to page 7 in 
connection with the abandonment of branch lines. I notice that six out of ten 
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are in Manitoba, and that of the six branch lines approximately 186 miles of 
C.N.R. track are abandoned to some 78 miles of C.P.R. track. Is it desirable, © 
from the standpoint of the Canadian National Railways, to abandon this mileage, © 
or why do we always seem to be getting a little the worst of it as compared with 
the C.P.R. in the carrying of mail and in the abandonment of track? It does — 
seem that they are putting it over us a little bit. From the standpoint of Mani- 
toba we are having 186 miles of lines abandoned as against some 74 all over the 
rest of the railway for the time being, I presume. I am from Manitoba, and I 
am curious to know if it is to the benefit of the railway to have all this mileage ‘ 
abandoned? [I should like a little explanation of that. 


Hon. Mr. Howe: It is definitely an instruction of Hu Pe eas 
Mr. Howpren: Why do we get the worst of it? i 
Hon. Mr. Howe: They just happened to be working in your territory. — 
They took up 35 miles of track in my territory. This is all co-operative plan- 
ning. It is where two railroads are close to each other and when one can serve | 
the territory they take up the other one. r 
Mr. Youne: Is that co-operation not like the horse and the rabbit? [ 


Hon. Mr. Howe: Considering all the disturbance up and down the country © 
and that they have saved less than $2,000,000 a year for both railways, I think © 
if they had been allowed to run and had attended to problems within the rail- @ 
roads with the energy with which they have been worrying about this co-opera- f 


a 


tion both railroads would be much further ahead to-day. Hf 


Mr. WatsuH: I like the happy way in which the Minister of Transport : 
suggests the saving of a mere $2,000,000. 


Hon. Mr. Howe: It is not so much when you are playing with a gross ; 
income of $350,000,000. 


Mr. Howven: I should like to be clear on these two points, Mr. Chairman. ‘ 
To begin with, am I to understand that only such portions of lines are abandoned — 
by one railway as are supplied by the other railway? 


Mr. Kininy: By the same railway. 


Mr. Howprn: No, the same railway would not have two branch lines 
running in the same district. . 


Mr. Kinury: It might. A 
Mr. Howpren: They don’t usually. ie 


Mr. McKinnon: All this is subject to the approval of the Board of ; 
Transport Commissioners, of course? i 
¥ 


The CHarrMan: Yes. : he 


Mr. Hownen: I should like to be informed if it is an understood fact that : 
branches of this kind are only being abandoned when that district has some ~ 
other means of supply. That is the first point I should like to have clearly fixed, — 
and the other is that they are actually being abandoned because they are really 
uneconomic. 


Mr. FatrweatHer: Answering those two questions: These lines are wha 
the railways classify as functionally duplicate. 


Mr. Hownen: I see. 2 
$ 


Lip 

Mr. FarrwratHer: That is, there will be two lines in the same territory _ 
and they will be near enough together so that in the judgment of the railway 
company the services of one of them is ample for all requirements. 

Answering the second question: They may or may not be profitable in 
themselves. The railway may be paying its operating expenses and still be 
functionally duplicate and capable of producing a railway economy if it were 
abandoned. It is not necessary that the railway be losing money before it be — 
classed as a functionally duplicate line. There are two tests; the first is, is the 


‘ 
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remaining line of the two capable of reasonably fulfilling the transportation 
equirements as the railways see it; the second is, would there be an economy 
abandoning one of those lines. Those are the two tests. Now, of course, the 
‘ultimate decision as to whether or not convenience and necessity can be properly 
handled by one railway is not in the hands of the railways themselves, it is in 
“the hands of the Board of Transport Commissioners. And each one ‘of these 
ee line abandonments is in process of being submitted to the Board of 
‘Transport Commissioners for examination and approval or disapproval. 
Now, with regard to the further point as to whether or not there are more 
Canadian National than Canadian Pacific lifes in that particular list, it just so 
happens that in this year’s work it fell out that way; generally speaking these 
3 “functionally duplicate lines will average out when you take Canada as a whole, 
they will average out about fifty-fifty. 
_ Mr. Youne: That is not my recollection of the last few years. 
a Mr. FarrwrATHER: I said they would generally work out that way. I do 
“not think there is any evidence that the Canadian National Railway has agreed 
a the abandonment of more functionally duplicate lines than the Canadian 
Pacific. 
Mr. Youne: What is the total mileage so far abandoned by both roads? 
_ Mr. Farrweatuer: It is a small amount, I think it is about 80 miles alto-' 
gether that has been actually abandoned under the Canadian National- Canadian 
Pacific Act. 


oh 


Mr. Howpen: There is 186 miles here in Manitoba alone. 
Mr. FarrwkaTHer: Quite right. 

The CuHarrman: That is proposed. 

| Mr. FatrweatHer: If you had the Saskatchewan figures you would see a 
preponderance of Canadian Pacific mileage in Saskatchewan. 

_. Mr. Kintey: Has the railway commission given any decision yet on the 
closing of the line from Middleton to Bridgetown? 

_ Mr. FarrweaTHer: Yes. 

Mr. Kinutry: They have decided? 

Mr. FarrweatHer: Yes, they have allowed it to be abandoned. 

Mr. Kintry: The hole of it, from Victoria Beach to Bridgetown and from 
Bridgetown to Middleton? 

_ Mr. FarrweatHer: Right to Middleton. except that railway facilities in 
ie Bridgetown will be served by a spur from the Dominion Atlantic railw ay. 


2 Mr. Kinury: That is, the whole line is to be abandoned. 
Mr. FarrweatHer: Yes, but at Bridgetown there will be a spur built. 


| Mr. Barper: Right boon that it refers to the 637 miles previously approved 
| for abandonment; that 637 miles has not been abandoned yet? 


_ Mr. FarrweatHer: No, they have not been abandoned yet. There is a 
small line from Linwood to Listowel in Ontario, and there is this Middleton- 
Bridgetown line that we have received the approval of the Board of Transport 
Commissioners very recently to abandon. Neither of these abandonments has 
been consummated yet. The actual lines that have been abandoned under the 
Act consist of the line from Saint John to Farnham in Quebee and from Cyr 
ction to Edmundston in New Brunswick. The balance of the lines are in 
ocess of preparing the necessary data for submission to the Board of Transport 
missioners, to find out whether or not they will permit abandonment to be 
proceeded “with. 

Mr. Barser: I notice the next item, the Vancouver hotel. Would Mr. 
weather make an enlarged statement as to what arrangements have been 
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made with the C.P.R. with respect to the abandonment of the C.P.R. hotel, 
what obligations have been assumed? 

Mr. FarrwEATHER: There was an agreement prepared between the Cana- 
dian National and the Canadian Pacific railways under which the Canadian 
Pacific Railway undertook to close its hotel in Vancouver as a hotel, and at 
the time when the Canadian National hotel is completed. When the Canadia 1 
National hotel is completed it is to be opened on behalf of both railway com= 
panies under joint arrangement. 

Mr. Barper: What about the property, does not the Canadian National 
assume some obligations in regard to the abandoned property? ¥ 


Mr. FarrweatHer: The property which is abandoned, the hotel property— 
the Canadian National has a beneficial interest in that; in this way the property 
is to be disposed of or valued; if it is not disposed of in the first three years— 
and I may say that when it is disposed of it cannot be used for a hotel—but i 
disposed of in the first three years the Canadian National Railway participates 
in the price which is paid for the hotel. In the meantime, and as long as the 
abandoned hotel is kept 1 in the proprietorship of the Canadian Pacific the Cana- 
dian National shares in the cost of keeping a watchman there and the cost of 
taxes. 

Mr. Barper: What would that amount to a year? 2 

Mr. FarrweatHer: I would have to refresh my mind on that. Then, the 
agreement provides that if the hotel has not been sold in the first three years: 
it will have to be demolished; that is, it could not be kept there idle. And 
then, if the property has not been disposed of, | think within seven years, there 
is a provision in the agreement that the value of the land shall be arbitrate 
and the Canadian National Railway will receive compensation as part of the 
general agreement. That compensation takes the form of interest upon a pou 
tion of the arbitrated value which will accrue to the benefit of the Canadian 
National throughout the whole period of the lease of the Canadian National 
hotel to the new operating company. h 

Mr. Barser: If the hotel is demolished there will be a certain loss to i | 
property; do the Canadian National assume a portion of that loss? | 

Mr. FatrwratTHeErR: No. 

Mr. Barper: The C.P.R. assume the whole thing? e 

Mr. FarrwkatHER: They assume the whole of that. The benefit that 
accrues to the Canadian National is the interest. on the sales price of the property 
or the interest upon the arbitrated price of the property for the whole period 
of the lease; and, of course, that means, as I have already said, that as long 
as the proprietorship stays with the Canadian Pacific up to the limit of seven | 
years the Canadian National has to participate in the cost of taxes and of a 
watchman and services of that kind. 

Mr. Kinuey: How do you divide the operating deficits? Is it fifty- fifty? 

' Mr. Farrwearuer: If there is an operating deficit on the hotel company i | 
will be divided fifty-fifty. 7” 

Mr. Howpen: Is it proposed to rent this or to hold it for sale? | 

Mr. FarrwnatTuer: During the period of the first three years it is within | 
the general discretion of the Canadian National and the Canadian Pacific as : 
whether at is rented or sold, or what is done aie ibs but if something is no’ J 


National, then it has to be demolished in rele a save taxes. 
Mr. Barser: It cannot be used as a hotel? ; 
Mr. Farrwearuer: No, neither can it be leased or sold to be used as @ | 

hotel site. ie 
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Mr. Huncrrrorp: It cannot be used as a hotel under any condition. 
Mr. Barper: Will the profits of the new hotel be divided fifty-fifty? 


Mr. FarrweatHer: No. On any profits of the new hotel the first charge 
is interest upon an agreed valuation on the hotel property, and that goes three- 
- quarters to the Canadian National railways. 


ee Mr. Howpen: What is the agreed valuation? 
i Mr. Farrweatuer: It provides for interest up to $280,000 a year. If you 


capitalize that you will get the value of the hotel, which is $7,000,000 at 4 per 
cent. So that the first charge on the hotet profits is 4 per cent on an agreed 
: _ valuation of the hotel, and anything over that is divided on a dividend basis 
between the Canadian National and the Canadian Pacific railways on a fifty- 
fifty basis. In order to round the thing out and prevent any misunderstanding; 
' one-quarter of this rental goes to the Canadian Pacific railway and three- 
: a of it goes to the Canadian National. 
Mr. Huncrrrorp: I think you might put it this way; up to a minimum 
: of $280,000 a year, which represents interest on an agreed value for the purpose 
of the building, the Canadian Nationa] Railway gets three-quarters and the 
| &. Canadian Pacific Railway gets one-quarter. 
4 Mr. Youne: What is the investment of the Canadian Pacific in the new 
hotel? 
| Mr. Fatrweatuer: They have no investment in it. Their interest con- 
Fe ‘sists of getting out of the old hotel and ceasing the competition and the loss 
that occurs to them. There are some other details of the agreement. For 
instance, there is the transfer of certain furniture from the Canadian Pacific 
“to the Canadian National free, for use in the new hotel. 
Mr. Youne: Did they have a profit on the operation of the present hotel? 
Mr. FairweatHer: Well, they had some profit, yes. 
Mr. Youna: How much? 
bi Mr. FatrwreaTHeR: I do not know that it would be possible for me to 
disclose those figures. I haven’t got them in detail anyway. 
& Mr. Howpen: Not very much. 
Mr. Farrweatuer: I do not think in later years it amounted to a very 


Mr. Youne: Would it amount to one-quarter of $280,000? 
Mr. FarrweaTHer: I really would not want to say. 
Mr. Youne: I think, we a to know ane gin: at If their 


Mr. -FamwenarHer: Of course, from the Canadian Pacific standpoint they 
are getting out of the hotel operation which they have had there for a great 
|. many years, an established hotel. 

4 Mr. Youna: But if they were not making profits out of it would not it be 


Hon. Mr. Hown: There are two sides to it. The only chance of making 
| any hotel profitable was to get all the first-class patronage of Vancouver and 
| we had to consider whether we would do that when we opened our hotel, or 
| take a loss which would have been inevitable. I think against an established 
business such as the Canadian Pacific Railway had. 

Mr. Younc: Will this hotel be in operation during the next three years? 
Mr. FarrwkaTHER: You mean, the new hotel? 
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Mr. Youne: The old hotel. Will i be operated? I am not talking about - 
it as a hotel, but will that property be operated by anybody in the next 
three years? q 


Mr. Huncurrorp: It may be, Dr. Young, if we can find a useful purpose © 
for it. | 4 
Mr. Youna: Will it not be operated by the Canadian Pacific? a 
‘Mr. Huncerrorp: No, it is a joint operation between the two com-— 
panies. i 


Mr. Youne: Is it a fact that a laundry will be operated now on that 
territory? 


Mr. Huncerrorp: No. 
Mr. Youne: That will not be operated? 


Mr. Huncerrorp: No; the laundry work has been transferred to the — 
new hotel, and the new hotel company has made a contract with the Canadian 
Pacific and is making one with the Canadian National to do the laundry ~ 
work for both the railways and the steamships in addition to the hotel work 
itself. 4 

Mr. Howpven: There was an anticipation that the building might be 
useful for office purposes? 5 

Mr. Hunerrrorp: That has been one suggestion. Disposition of the 
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building is not very clear at the present time; it is one of the things that we 
have to consider, Cy 
Mr. Youne: What are the annual taxes on the old hotel? a 
Mr. Huncerrorp: It seems to have varied from year to year; perhaps — 
we have it. | 
Mr. FarrweAtTHeR: I would not care to answer onneed as to what the 
taxes were. if 
Mr. Youne: Can you have it for the next time we meet? i 
Mr. Farrweatuer: I have a figure in my head but I should like to con- 
firm it. 4 
Mr. Emmerson: Reverting back to page 5, to the capital expenditure 
account, I see you list different items such as “rolling stock purchased or 
built” and so on. Could we have a break-down as to what was purchased & 
by the Canadian National Railways and what was built by them? wid 
Mr. Armstronc: During the year 1938 there were constructed in the 
Transcona shops 25 sand cars and 13 snowplows; the balance of the equip-— 
ment was all constructed at various car and locomotive manufacturing plants. — 
Mr. Emmerson: Private concerns? b 
Mr. Armstrone: By private concerns. 
Mr. Emmerson: Then the total construction by the C.N.R. in their own 
shops was 25 sand cars and 13 snowplows? 
Mr. Armstrone: That is correct. 
Mr. McKinnon: If we can revert to the Montreal terminal, I should” 
like to ask Mr. Hanryenr age a few questions. : 


and then we can return to the Montreal terminal. ae there any other ae 
tions on any other sections of the report? i 


Mr. WatsH: I want to find out about unemployment relief money. How 
much did the Canadian National Railways receive from the government under 
that item on page 6 “unemployment relief expenditures?” Is there any way ¢ a 
finding out exactly how much was advanced under that paragraph? 


* i CaP Iv Pas es rex, 
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Be — Hon, Me Howe: I think we have that here, yes. Up to March 381, the 
amount paid or due or payable by the government was $148,876. That is, 
excluding the Montreal terminals. 

Mr. WatsH: Yes, outside the Montreal terminals. 

Hon. Mr. Howe: $148,876.51; and commitments, $109,911.51. 

Mr. Wausu: This was not an item that was expended as items in pre- 
vious years on the joint program of railway expenditures? 

Hon. Mr. Howe: No, we put in an item there for assistance to railway 
projects, part of the program to stimulate building, limited to the direct 
Jabour content only. 


Mr. Watsu: Then, coming to this city that is known as Saskatoon, what 
was the cost of the new station at Saskatoon which is referred to on page 6 
under that same item, “unemployment relief expenditures”? What is the 
total cost of that? 

Hon, Mr. Howr: About $300,000, I believe. 


_ Mr. Watsu: Of that amount how much was contributed by the dominion 
government from the unemployment relief fund? 


Hon. Mr. Hows: $79,078.61 as of March 3ist. 

i Mr. WatsH: Was this program part of the program that was discussed at 
the last session of parliament? 

' Hon. Mr. Howe: Yes. 

Mr. Watsu: Was the program slow to develop? 


13 Hon. Mr. Howe: Not the program discussed last year. I may say 
‘that the Saskatoon station is very much in the same position as the Vancouver 
‘hotel and the Montreal terminals, a project half built and shut down. 


“Mr. WatsH: When was it besun? 

Hon. Mr. Hown: 1929. 

Mr. Huncerrorp: I think 1928 or 1929. 

Mr. Smart: 1928, 

Mr. Watsu: When did they stop work on it? 
Mr. Smart: In 1931 or 1982. 

Mr. Huncerrorp: Saskatoon? 

® Mr. Smarr: Yes. 


Mr. Huncerrrorp: | think we only worked two years on it, part of one 
season and part of another. 
Mr. Smart: 1930? 
» Mr. WatsH: What time? 
Mr. Smarr: 1930 or 1931. 
_ Mr. WatsH: Was there any particular reason for stopping the work at 
that time? 
Hon. Mr. Howe: Lack of funds. 
_ Mr. Huncerrorp: The depression, that is all. 
Mr. Watsu: They needed a station at Saskatoon, I should think, and if 


J 


a Mr. Youna: A mistake was made in that particular case, just the same as | 
[ say a mistake was made with regard to the Montreal terminals. At that 
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Mr. WatsuH: Has there been any increase in the passenger service or 
freight service business in Saskatoon to warrant the completion of the station, — 
or is it just taking advantage of the opportunity of getting relief money ex-— 
pended in Saskatoon? I am not in any way opposing the building. of this 
station because I do not know the conditions; I have never been to Saskatoon, 
but I know it was started and then stopped and now it is started again, and 
I am just trying to look for information. 4 

Mr. Huncrerrorp: That work was first started and the track layout and — 
platform were completed. The station building itself was not. The present — 
work contemplates the erection of the station itself. The old station is very — 
unsatisfactory for the accommodation of the public; space is inadequate and ~ 
very badly arranged, and the new station will provide better facilities for the — 
public. We have substantially the same number of trains operating there ~ 
although it is possible that the total volume of passenger travel would not be — 
quite as great as it was in former years, but it fluctuates from time to time. . 

Mr. Barser: I should like to ask a question with regard to pensions on — 
page 6. Do the pensioners depend on the revenues of the company, or has there — 
been a fund built up sufficient to take care of it? 

Mr. Fatrweatuer: Are you speaking of the Social Security Act of the — 
United States or are you speaking of pensions in Canada? * 


Mr. BarsBer: Canada. ; 
Mr. FAIRWEATHER: There are three funds in Canada for Canadian Na- — 
tional pensioners. They are all contributory and the employees contribute a — 
portion of their pay to the funds. In all three plans the Canadian National — 
Railways also contributes to the cost of pensions. _ ‘ 
Mr. Barser: Will a fund be built up sufficient to take care of them, or will | 
they have to depend on additional money? s 
Mr. FarrweatHer: Well, the answer to that question is this: you have to © 
understand that the company’s contribution, the company’s portion of the cost 
is paid as it is required. The employee’s portion of the cost is paid while the bal 
employee is working. Consequently the answer is with regard to the portion | 
of the expense which is paid for by the employee a fund is being built up. With 
regard to the portion of the pension which is paid for by the company, that is | 
charged into operating expenses as it is required. i 
Mr. Younc: What portion is paid by the employees? 
Mr. FarrweaTHer: Well, of course, that is a very difficult question to 
answer. I think originally the funds were intended to be divided fifty-fifty; | 
that is, the Intercolonial and P.E.I. Provident Fund and the Grand Trunk | 
superannuation fund, and I think the intention was they would be fifty-fifty, | 
but it has not worked out that way and the company is bearing more than 50 per 
cent of the cost. . 
Mr. Youne: How much more? 
Mr. FatrweatHerR: Well, I would hesitate to say how much more. 
Mr. Youne: Is it substantial or not; how much more? - | 
Mr. FarrwEATHER: You can see, under the provident fund itself, under the | 
I.C.R. and P.E.I. provident fund the company is contributing a great deal more | 
than the amount. I would say the company down there is contributing about | 
$1,400,000 and the employees are contributing about $200,000 at the present | 
time. 4 
Mr, Emmerson: That amount will be reduced as time goes on? 


Mr. Farrweatuer: That fund is closed. There can be no new members | 
to that fund. Now, with regard to the Grand Trunk fund, the contributions | 
of the employees are again smaller in latter years than the contributions by the® |} 


company. That is the old fund is a relatively small fund; it is closed. I think at 
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Peresent time there are 142 pensioners and I think less than 150 contributing 

embers, a very small fund. The Grand Trunk fund, and then, of course, our 

eneral pension plan was put on a contributory basis in 1935. Prior to that time 

was on a non-contributory basis, borne entirely at the cost of the company. — 
1935 it was placed on a contributory basis. 

fe Mr. Youne: .Fifty-fitty? 

\ Mr. FarrweatHer: No, I would not say fifty-fifty. 

Q Mr. Vien: Is there a fixed percentage of the wage paid by the employee? 

4 Mr. FarrweatHer: It depends. In the I-C.R. and P.E.I. fund it was based 

on 14 per cent. In the Grand Trunk superannuation fund it is fixed at 24 per 

cent. In the Canadian National fund it is a variable amount, elected by the 

employee himself, and may be any whole integral per cent from 1 up to 5 per 

cent so far as the company matching is concerned; then, if the employee desires 

to contribute more, he can contribute tip to 10 per cent of his salary, but the 

company won't match beyond 5 per cent. 

_ Mr. Vien: There are various benefits, I suppose, under these various plans? 

4 Mr. Farrweatuer: In the I.C.R. and the P.E.1. fund the only benefit that 

you get is your pension during your lifetime after you retire, and that is cal- 

culated on 14 per cent of your average pay for the last 8 years multiplied by 

the number of years of service. In the Grand Trunk superannuation fund the 

benefit is also in the form of a pension and is calculated at the rate of one- 

fan of the man’s average pay for the best ten years. In the case of the Cana- 
an National general fund, the benefits are in the form of a pension which one 

may get either in the form of an annuity on his own life or a joint and survivor 

pty with himself and his wife at a lower rate, or a guaranteed annuity for 

tipulated period of time. 

_ Mr. Huncerrorp: At a lower rate. 

_ Mr. Farrweatuer: Also at a lower rate. Those are all figured out on an 

actuarial basis, so that the case is the same as if he had taken out a simple 

annuity. In the case of death before pension or leaving the service before retiring, 

dhere is provision for a refund of the contributions that the employee makes. 

Mr. Mayzpanx: With or without interest? 

Mr. Farrweatuer: In the case of the Canadian National main plan, it is 

with interest; in the case of the I.C.R. and the P.E.I. and of the Grand Trunk 

superannuation fund, I believe it is without. 

— Mr. Youne: What is the rate of interest? 

_ Mr. Farrweatruer: The rate of interest in the general fund is the rate of 
nterest which is fixed at three-year intervals by the board of directors, but it 

mnot be lower than the average yield of dominion government bonds of si 

fink, a 20-year maturity. The present rate of interest is 33 per cent. 

Mr. Watsu: Is there a retiring age? 

| Mr. FarrweatHer: Yes. There is compulsory retirement at age 65, and 

lere is provision for retirement at age 60, with twenty years service, if totally 

neapacitated. 

_ Mr. Watsu: There is no minimum retiring amount? 

Mr. Farrweatuer: Yes, there is a minimum retiring amount of $300 a 

year, in the general fund. 

> Mr. WatsH: One case was drawn to my attention which I think was 

‘ather deplorable. One of your parlor car men conductors was retired at the 

ige of 65, just recently, at $29 a month. No man can live on $29 a month. 

~ Mr. Cameron: How many years’ service had he? 

| Mr. Wats: Thirty-five years’ service. 


nN 
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Mr, FarrweatHer: After all, the pensions costs, under the non-contributory 
plan of the Canadian National, were mounting at a very high rate and something 
had to be done about it. T hey were put on a contributory basis. I suspect from 
what you say that this man did not elect to contribute to our fund; and the: 
result is that what he got is what is called the service pension. That is, he 
only got his pension which had accrued to him up to the date of the change- 
over. If he had elected to contribute to the fund, his pension would have been: 
larger, 
Mr. WautsH: When they contribute to the fund, you sug:zest that it is on a 
certain percentage basis of their salaries. There are certain ‘of your employees 
who are very poorly paid, as far as salary is concerned? 

Mr. FAarRWEATHER: Yes. 

Mr. WautsH: And they depend, for Hee income, chiefly on tips and erat 
ities of that nature? 

Mr. FAIRWEATHER: Yes. 


only on their salaries. 
Mr. MAyBANK: Ae is a minimum, is there? 


which is high enough to pay half of the cost of the pension, it becomes a real 
burden on the lower wage earner; he really cannot pay it. The result is that™ 
this plan of the Canadian National will give a minimum pension of $300 a 
year to a man without his contributing. He does not have to contribute to. 
get $300 a year, $25 a month. That is a sort of back log for him. If his — 
financial conditions are such that he cannot contribute, that is his pension, ’ 
Ii he, however, finds it possible to contribute, then he will increase his pension, — 
I think myself that it is a very good arrangement. That is, the person who ~ 
cannot afford— | 


Mr. DracuMan: That would be an Aberhart pension? 


Mr. Fatrwnatuer: No, hardly that; because a man has to give service. 
In order to qualify, he has to give twenty years of loyal and faithful service to 
the company. is 

Mr. Vien: Mr. Chairman, I would suggest that if the charge or the rate 
varies from 13 per cent to 5 per cent, and they have various benefits under 
different plans, based on an acturarial basis, there is not much ground ‘om 
complaint that I can see. An employee who cannot pay or contribute 14 per 
cent of his salary is rather rare. It goes up to even 5 per cent. Take a man | 
who earns $1,000 a year, who has to pay 5 per cent on that, $50; it will amount | 
to a little over $4 a month. It does not appear to me that it is very exacting 
for that employee to have to contribute $4 or $5 a month so as to be able to 
increase his pension when is is superannuated. Therefore, while I, like Mr. 
Walsh, pity the fate of the man who is retired at 65 years of age, and who finds 
himself only with the minimum of $300 a year, we have also to consider that. h 
had other options open to him—that of paying 13 per cent or that of paying 
more up to 5 per cent, which is the maximum. T suppose 5 per cent is about 
the maximum to be deducted? ui} 


Mr. Mayspank: It is the maximum. 
Mr. Viren: It. is? 
Mr. te age Yes. 
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_that is being charged to all civil servants in the civil service of Canada. There- 

fore, I think one has to keep in mind that if the pension is small for the 

' man who did not contribute, it is because he did not exercise the options that 

were open to him; and if it is already costing the railway services a million 

: or more a year for the pensions which were in the fund, adding to those 

; pensions without contributions from the railway employees would mean a 

heavier load on the railway company and a heavier deficit at the end of the 

_ year. 

4 Mr. Barper: I notice they cost the company $4,159,798, an increase over 
the amount in 1937. 

¥s Mr. Vien: Yes. 

Mr. FatrweatHer: That is, for all of our plans. 

4 Mr. Mayspanx: Have we not a number of employees, Mr. Fairweather, 

J who are not moving forward towards any possibility of superannuation at all? 
We have here in the civil service a number of people who may have been 
- employed for ten years, or perhaps it is a longer time, and they are still called 
_ temporaries, and they are not getting any superannuation; they are not look- 

‘ ing forward to superannuation, Is there not something akin to that with 
the C.N.R.? 

i Mr. FarrRwEATHER: There is something like that. Our requirements for 

pension are that you shall have twenty years allowable service, with good 

— conduct. 

3 Mr. Vien: That is permanent employment. 

| Mr. FarrweATHER: Permanent employment. If you happen to have been 

i an old employee before the days of the change over— 

_ Mr. Maysans: That was 1936. 


ii Mr. FatrrweatHeR: That was 1935; that is fifteen years. The older 
"employees must give fifteen years; the new employees must give twenty years. 


e Mr. Maysanxk: That is not the end. 


Mr. FatrweatHER: Now I am coming to what you are saying. Anybody 
_who gets under those deadlines will get a pension. If he fails of that require- 
“ment of fifteen or twenty years, he fails of pension benefit, except that our 
new plan does provide that if a man, let us say, came into the service and 
had nineteen years service, the contributory portion of the C.N. pension plan 
is available to him after he has had ten years service; and, consequently, he 
would have been able to contribute for nine years. The company will allow 
him a pension at the end of his service arising out of his contributions and 
he company’s matching contributions, but he will fail to get the service pension 


; 
Dis, 


or the basic pension. 

Mr. Maypanx: We have under that this situation, have we not: a large 
number of employees who appear— 

_ Mr. Vien: Seasonal or otherwise? 

Mr. Maypanx: No, not seasonal. 

Mr. Viren: Permanent? 

_ Mr. Maypanx: Yes, who at the very moment they were hired appeared to 
be permanent; it was apparent that they were going to be permanent employees. 
‘At any rate, as a year or two years went by, it was quite certain in everybody’s 
mind that they were permanent employees and they have so remained per- 
manent, working not seasonally but working every day of the year. They 
work for ten years. They make no contributions. In spite of willingness to make 
‘contributions, they cannot make contributions. 

Mr. Farrweatuer: Not for the first ten years. 


— Mr. Maypanxk: Not for the first ten years? 
(7230-4 
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Mr. FarrwEatuer: That is right. its AVES 30) chan 
Mr. Maypanx: How many years service must a person have before ' 
can get pension? Is it not twenty? 
Mr. FarrwraAtTHeER: That is, to qualify for the basic or the service pension‘ : 
Mr. Maypanxk: Well, at the age of 65? “a 


Mr. FAIRWEATHER: At the age of 65 he would have to have twenty yen 
service if he is a new employee. 


Mr. Maypanx: A person entering the service at 35 makes no contribution 
until he is 45? 


Mr. FarrweatHer: Right. : 
Mr. Maypanx: And he is expected to retire twenty years thereafter and is 
supposed to make a contribution for twenty years and it will be matched? 

Mr. FAIRWEATHER: Yes. 

Mr. Maypanx: And they will get their pension based on a percentage of 
their whole time based on a percentage of their last eight years or what? 

Mr. FarrweatHer: No. Under our plan an employee such as you describe 
would get his basic pension of $300 a year; and then he would get an annuity 
purchaseable with his contributions and accrued interest plus the company’s” 
contributions calculated on an actuarial basis; and the two things together 
would make up his pension. 

Mr. Vien: But that is based on the number of years’ service, is it? 

Mr. FarrweatHer: It is related to it, because his earnings are related to 
his years of service. 

Mr. Viren: Take the case sugested: by Mr. Maybank, that of a person 
getting into the service at 35 years of age, at 45 years of age he is permitted to 
contribute to the plan? 

Mr. FarrRwraTHER: Yes. 

Mr. Vinn: And when he retires at 65 years of age, he has his nee pension” | 
of $300. | 

Mr. Farrweatuer: That is right. 

Mr. Viren: And would the pension paid to him be based on the thirty years. 
that he has been in the employ of the company or on the twenty years he has — 
joined the plan? q | 

Mr. FarrweatHer: Neither. It would be based on how much money he had 1 
in the trust fund. 

Mr. Vien: I see. Then when he joins at the age of 45, after ten years” 
service, is he eligible to contribute to the fund for “the ten’ years that he has 
already served? 

Mr. FarrwnatHer: No. There is the point. For that ten years— 

Mr. Vien: He gets the basic pension? 

Mr. FarrwEATHER: He gets his basic pension and he gets that without any | 
contribution; but he has to give the service to qualify for it. Coming to your 
point, there ‘is a relatively small proportion of men who come to age 65 out 
fail of pension. We pensioned last year 991 employees; I would hesitate to | 
place the figure as to how many men went out of the service without pension, | 
but it would only be a small fraction of that number. It might be perhaps | 
70 or 80 men or something like that. 4 

Mr. Barser: What portion contribute? 

Mr. Farrweatuer: I beg your pardon? oe 

Mr. Barser: About what proportion would be contributing towards pension 1th a 

Mr. FArRwEATHER: Of those who are eligible to contribute? 

Mr. Barser: No, of the employees. 


4 
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' Mr. Maysanx: There are two different pensions. 
- Mi. Vien: Take the 900 odd employees who were pensioned last year. 


_ Mr. FarrwearHer: Under the contributory operation? 

Mr. Vien: Yes. 

_ Mr. FarrweatHer: Of course, they all get their service pension. I would 
not want to say offhand, but I think a little better than 50 per cent of them, 
perhaps 60 per cent. f 

: Mr. Vien: But it will increase from year to year? 

Mr. Farrwearuer: Yes. 

_ Mr. Emerson: Would that apply throughout the system? 

| Mr. Farrweatuer: Yes, it would apply throughout the system. There 
are about 7,000 employees in the LC.R. & P.E.I. fund. 

I Mr. Dracuman: How do you account for this: On the general expense 
En on page 17 the pensions are given as $4,022,000, and last year they are 
riven as $4,159,000? 

| Mr. Coorrr: Some of the expenses is charged to the express department, 


Che figure of $4,159,000 is the combined total. 


| Mr. DracHMan: This covers the whole and the other is purely a matter 
if railway operation. 
Ie Mr. Maypanx: These questions are not quite relevant to the one I asked. 
oming back to my question, I am thinking of people who probably will be 
ed before 65. Some people age much more quickly than others, particularly 
the case of women. The persons whose cases I was citing are those who 
ve probably been contributing for ten years; what would they get out of 
at if they were forced to retire? 
_ Mr. Farrweatuer: If they were at age 60 with 20 years of service they 
lay retire upon a medical officer’s certificate. If they are below age 60 and 
lave thirty-five years of service they may retire. That is, if you have thirty- 


ie 


| Mr. Mayzanx: What are the reasons for not permitting permanent 
mployees, as they appear to be, to contribute during the first ten years? 


| Mr. Famweatuer: Because you give them a basic pension free. 
_ Mr. Maypanx: Yes, but you only give them that if they reach the age 
65. 


Mr. FAIRWEATHER: Yes, but after all, the railway pension plan is designed 
> promote long and faithful service. It is compensation for long and faithful 


+e 


orvice. 


| Mr. FamRWEATHER: They get their contributions back with accrued 
jterest. 
@ Mr. Maypank: Yes, but for ten years they have not been allowed to 


Mr. FarrwraTHeER: No, but they have their salaries. 
_ Mr. McKinnon: Take the case of a person who is employed for ten years 


Ur 
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Mr. McKinnon: That person may be employed probably three o 
months of the year; how do you base the ten years, on 12 months’’ se 
Mr. FatrweatHerR: No, it is ten years from the date of their last 
into the service; consequently a man who came into the service and w 
seasonally, supposing he joined the service to-day, in ten years from t 
he would be eligible to contribute, although he. might have actually w 
only five years. q 
Mr. Kinuey: Mr. Chairman, may I have a report on the displ 
the case of a railway man in my riding named Millege Weagle, and the f fil 


Hon. Mr. Howe: You may have the report but not the file. 
Mr. Kinutry: I should like to have the report to-morrow. It is a b s] 
pension but there is a principle involved which I think is important. I war 
that report to-morrow morning. ] a 
Hon. Mr. Hows: I presume the officers will give you that repOnee a 
Mr. FarrwEATHER: What is the name? ; 
Mr. Kininy: Millege Weagle. 
Mr. FarrwEatHer: Is that an I.C.R. & P.E.I. provident fund case? 
Mr. Kinuny: No, it is a basic pension. There is quite a file on it. 
Mr. Smart: It would be the Halifax and South Western. 
Mr, FatrwEATHER: That is Canadian Northern. 
Mr. WatsH: Could you refer to page 6, cartage service? 


Mr. Kinury: At the meeting to-morrow I should like to have that. The 
is a very important principle involved in that pension and I do not think th 
man has been treated fairly. | 


Mr. Armstrone: That was recently granted, was it? 
Mr. Kinuey: Granted? 
Mr. Armstrone: It was recently dealt with. 

Mr. Kinitey: Within six months. 

Mr. Armstrone: You say his name is Weagle? 

Mr. Kinury: Yes, Millege Weagle. 


Mr. Vien: There was a case of hardship which came to my kno 
wherein the regulations worked havoc with a family. I do not blam 
system, but I think it could easily be corrected. Let us take the case of 
of 63 or 64 years of age who dies before being retired; in that case his 
is without pension. I think it should be possible to correct that so as to 
the widow of an employee who dies without being pensioned to benefit som 
under the benefit plan. In one case the employee had been in the emplo 
company for almost forty years. He was a station agent when he die 
he died just a few months before being pensioned and his widow received 
the refund of his contributions to the ee which amounted I think to $6 
$700 all told. 


Mr. FarrwEaTHeER: That is Gadsabietly a point. I will say this, th 
Canadian National pension plan is the most generous pension plan of all 
have examined in that regard. You take the United States Railroad R 
ment Act, this option of a widow’s pension has to be given, in their case, 
years in advance of retirement, or it has to be based upon a medical certifi 
that the man is in good insurable health. In the ease of the Canadian Nati 
Railway a man has the option of changing his pension into a joint and 
annuity right up to the minute of his retirement or death. And he has 
maximum degree of facility for doing it. If he does not do it, then, of cou 
his widow is refunded the contributions. I do not know how we could | 
it automatic. 
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Mr. oe I would suggest that after 60, if an employee dies after a 
1 number of years’ service, his widow should have the option of electing 
en the refund of his contributions and her pension under the plan. T 
gest you could probably correct some hardships in that way. I am not 
ming the ee as it is at present, but I think it could be improved in that 


The CuHairMAN: Are there any other questions, gentlemen? 

Mr. Young: I should like to ask the management how this pooling arrange- 
is working out. First, how much pooljg is there and what has been 
he experience over the years with it? 


Mr. Younc: Yes. 
Mr. FarrwestHer: Passenger train pooling consists of all the passenger 


a Maypanx: That is the full extent of it? 

_ Mr. Farrweatuer: That is the full extent of it. It produces an economy, 

1s Pabstantial economy, as compared with competitive conditions which existed 

iously. I think on the whole it is working out reasonably satisfactorily. 

inly it is producing economies, and it has eliminated a certain amount of 

licate competitive train mileage. 

_We have at present under study the idea of extending the passenger train 

Bling arrangements, as referred to in the annual report, to include all duplicate 

petitive passenger train service in Canada. 

Mr. Youne: Will you explain to the committee just how the revenues are 

vided between the two companies? 

_ Mr. FarrweatTHer: The revenues are divided between the companies equally. 
_ Mr. Youne: Equally? 

: . FarrwEATHER: Equally. 

. McKinnon: Regardless of what Peet is used? 

. FarrweaTHerR: The principle of the pool is to treat the revenues and 

ses separately. Each company gets 50 per cent of the pooled revenue 

each company is responsible for the same proportion of service as it had 

rendering prior to the pool. 

Mr. McKinnon: The point I have in mind is this: The train that goes 

‘to Toronto at night has on it, we will say, a C.N.R. locomotive and probably 

or ten Canadian National cars. 

Mr. Farrweatuer: We would not have a C.N.R. locomotive on that train; 

it would be a C.P.R. locomotive. There might be C.N.R. cars on it. 

“Mr. McKinnon: If they have C.N.R. cars on that train would the 

ue be split fifty-fifty? 

Mr. FatrweatuHer: It is not from that particular train, it is the revenue 

ull the tickets that are sold in and through Ottawa going to Toronto. It 

not matter what train you move on, the revenues are pooled. You may 

etween here and Toronto on a non-pooled train and still the passenger 

ue is pooled. The revenues are pooled irrespective of the train on which 

move. And the revenues are divided fifty-fifty, that being the proportion 

each company is satisfied that it had before the pooling arrangement, — 

i on any one particular route, but with regard to the whole pooled services. 

Mr. Vien: With respect to the equipment? 

Mr. Farrweatuer: Well, with respect to the equipment, trains and engines, 

train crews and things of that character, each party is responsible for the | 

proportion of train miles and the same proportion of car and locomotive 
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miles and everything else like that as it had been furnishing se the: com- 
petitive conditions prior to the pool. ; 
Mr. Vien: Would that be fifty-fifty? 
Mr. FarRwEATHER: Not necessarily, no; the C.P.R. had more service prio 
Mr. Youne: Supposing that one service was going down and the other 
coming up; we will say the Canadian National had a bigger proportion before, 
but suddenly the people decided they wanted to travel via the C.P.R. 
Mr. FarRwEATHER: Once the pool is made the thing is fixed. 
Mr. Younc: Nothing is taken into consideration later on? 
Mr. FarrwratHer: No. Once the thing is pooled it is fixed. 


Mr. Youne: What about the railway itself, the actual road over which it 
runs; how is that adjusted? { 

Mr. FarrwEatHER: Well, that is adjusted through the basis of train miles. 
Each company has to run its proportion of train miles, car miles and locomotive 
miles; it has got to repair its proportion of locomotives; it has to repair its 
proportion of cars and it has to provide its proportion of train miles. Every- 
thing is all set up on a formula. | 


Mr. Youne: I am talking about the tracks. 
Mr. FatrweatHer: The tracks come into the train miles. 
Mr. McKinnon: Each company runs over its own road bed? 


Mr. FarRwWEATHER: Each company runs over its own road bed, except 
getting into and out of Montreal, two pool trains run to and from Windsor. 
street station and divert at Dorval to and from the Canadian National. They 
run over the Canadian Pacific from Windsor street station out to Dorval 


station. The party on whose tracks the train is operated operates the engine 
and provides the train crew. j 


Mr. Vinn: But from Montreal to Toronto and from» Ottawa to Toronil 
most of the road used is the C.N. road, isn’t it? 


Mr. FarrweatHerR: No. Between Ottawa and Toronto the Canadian Pacific 
road is used almost entirely for both trains. “K 


Mr. Vien: But to Brockville? 


Mr. FarrwEkATHER: I mean between Ottawa and Toronto. There is a 
train that goes from Ottawa over C.P.R. tracks to Toronto and there is anothe 
one that connects with the C.N.R. at Brockville. Cars on the one that ee 
at Brockville, continue on the Canadian National line to Toronto. The other 
one goes down to Peterborough and goes through on the Canadian Pacific. 
Now, between Quebec and Montreal the pool services are all run on the 
Canadian Pacific rails. Between Toronto and Montreal the pool services are 
run partly on Canadian National and partly on Canadian Pacific, mostly on 
Canadian National. 


Mr. Vien: And each company maintains its road bed? 


Mr. FarrwEATHER: Each company maintains its road bed. You see, the. 
road bed use is covered by train miles and car miles and that way ib is 
pred: ae 


Laan the ‘two roads? 
Mr. FArRwkATHER: Oh, yes. 
Mr. Howpren: I want to come back to this rolling tee for a minute 
guess: this is as good a time as any to ask the management what their po 
is with requirements for rolling stock; if it is still the policy of the compan 
build some of the rolling stock and buy other rolling stock, and if there 


RAILWAYS AND SHIPPING 53 


8 
have a great many employees there and a very large proportion of them are 


‘idle most of the time, and yet I have reason to believe there is a good deal 
of work to be done in ‘that shop. It may be that the company cannot afford to 
do it just now, but there is usually a wail from these people that they are in 
a position, both as to. themselves and as to the equipment in the shop, to build 
| any equipment that is required by the railways. They have told me many 
many times that they were in a position to build locomotives, they build some 
engines, and there is very great exception taken by them to the government 
ending contracts out to the contract car shops when their own employees are 
idle a great deal of the time. It has been the policy of the government in the 
past, I believe, to make more or less of a division, and the regular employees do 
- feel that they have been getting a little the worse of the deal. If the management 
is in a position to make any statement along those lines I would be glad to 
hear it. 
Mr. Huncerrorp: It was formerly the practice to do repair work in the 
' government shops, and also from time to time to let a portion of the repair 
| work out to the contract shops. That has not been done for many years. The 
ys repair work is done entirely in our own shops. Our own shops, generally speak- 
ing, are not equipped to build certain kinds of rolling stock advantageously, not- 
ithstanding what the men say. 
Mr. Howpen: But they have built rolling stock at Transconna? 
Mr. Huncerrorp: Of certain kinds. 
Mr. Howven: Yes. 
Mr. Huncerrorp: But it is the policy to place equipment of that kind 


Mr. pees Taking up two or three words Ha is it the policy to 
give the pee eae shops everything that they can advantageously do, 


Mr. er. Very largely, Mr. Maybank. 

3 Mr. Maypanxk: Do we contract out to any extent work that we could 
be \dvantageously do? 

-_ +Mr. Huncerrorp: No, we do not. 
|) Mr. Maypanx: That, ei course, is what the claim is. They say that such- 
| and-such a piece of work has been farmed out and we could certainly do it 
here. That is what they say. 

Mr. Huncerrorp: For instance, just to illustrate the case: For years past 
_ we have placed orders for refrigerator cars in Transconna, and sometimes in some 
_of our other shops. The Transconna shop is well equipped for that purpose, 
but it would be folly, in my mind, to have box cars built there, cars of the 
modern type, because it is simply an assembling proposition. Nearly all of 
fhe material is emetic’ and most of it would aoe to be shipped to Mier 


Mr. MacKinnon: You have never built any locomotives there? 
_ Mr. Huncerrorp: A few; we have also built a few at one of our other 
shops. 

_ Mr. MacKinnon: Is it advantageous to build locomotives in the Trans- 
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Mr. Huncmrrorp: We can, with a certain peed of difficulty. aa 
Mr. Vien: How is this system fixed with respect to rolling stock replace-. 4 
ments? A few years ago, if I mistake not, parliament voted $15,000,000 to 
provide for modern equipment to the two railway systems. If memory serves — 4 
me right, that was in 1933 or 1934. Is that right, Colonel Smart? 
Mr. Smart: Yes. 


Mr. Vien: How is the system now fixed with respect to its requirements? A 
Has it all the rolling stock it desires of the modern type, or would it require | 
anything similar? I am sure the minister will relish the idea of putting in — 
the budget or in the estimates another $15,000,000 to help you. 


Mr. Huneerrorp: In my opinion the Canadian National Railways is rea- 
sonably well equipped with locomotives to take care of the business that is in — 
sight, but it will be necessary from time to time possibly for us to replace — 
some units when they wear out. They are wearing out continuously, and we — 
have to retire a certain number every year. A certain proportion of new equip- — 
ment will have to be purchased from time to time. j 

Mr. Vien: For the time being you feel that you are sufficiently provided for? 4 

Mr. Huncerrorp: We have some orders out now. “9 


Mr. Howpen: When it is feasible to build that equipment in the com-— 
pany’s shop is there a prospect of them getting the opportunity? 4 
Mr. Huncrerrorp: I beg your pardon? q 
Mr. Howpen: I say, when it is feasible to build these replacements in | 
your own company shops is there any prospect of them getting the business | 
to do there. Ud 
Mr. Huncrrrorp: It all depends on the class of equipment, Mr. Howden, y 
Mr. Howven: I say, when it is feasible. 4 
Mr. Huncerrorp: I do not mind saying we have gone to a great deal . 
of trouble, I would not say expense, a good deal of difficulty and trouble to — 
place work of that character in our own shops. In other words, we have placed — 
orders there when it has involved long delays in having it turned out. We — 
could have got it from contract shops much quicker, but we have tried to 
meet the situation reasonably well. If a particular shop is reasonably well 
equipped to perform the work we give them the work. As a matter of fact 
we have made very serious efforts to do it from time to time. 4 
Mr. Emmerson: There were certain snow-plows that were built in the a 
Transcona shops, as I understand it? 
Mr. Huncerrorp: Yes. Bi 
Mr. Emmerson: Where did those snow-plows go, to what part of the 
country? a 
Mr. Huncerrorp: Oh, they were sent all over, some went as far east as | 
Moncton, I believe. . i 
Mr. Emmerson: Were most of them taken east? 
Mr. Huncerrorp: I cannot remember the particulars. 
Mr. Emmerson: Were there not 17 of them sent out to Vancouraa 
Mr. Huncrerrorp: There may have been. 
The Cuatrrman: Shall we refer to the Montreal terminal? . 
Mr. Wausu: No. | To the oe service. I would like to have a ii a 


for this service AT abet new or was it all taken over from the old company a 
by the development of this new service? That will be found at the bo 


of page 6. a i 
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Mr. Farrweatuer: Well, I gather that what you want is a statement of 
he capital expenditure in that new venture? 


Mr. WatsH: Yes. 


‘Mr. FatrwEeatHeR: How many le: were purchased new, and how many 
were purchased second-hand? 


. Mr. WatsH: Yes, just a list of nies What I am trying to find out is 
whether this involved any outlay of capital expenditure to any great extent, 
and if the management feel that they have been able to effect a real economy 
in the thing, considering the capital that has« been invested in it. 


Mr. Farrwearuer: I can speak to that very positively. Before this par- 
ticular venture was entered into I was charged with making a very thorough 
analysis of it, and we did that, and we made estimates of the cost. We also 
procured figures from the contractors as to what they were willing to renew 
their contract at, and they wanted an increase. They said they could not carry 
m at the old contract rates; and based on the forecast which we made we 
negotiated with the Canadian Cartage and Storage Company for the acquisi- 
tion of their property and for the lease for a limited period of time of their 
garage and stables. We took over from them a number of horse-drawn vehicles 
and a number of partly used trucks, some of them were almost new and some 
of them were as old as ten years. After we had acquired the property we 
found it advantageous,—as a matter of fact we knew it and had made provision 
for it in the estimates——we had to buy some additional equipment. But I 
am happy to say that ‘the estimates we made of the result of this particular 
fb the proved to be quite accurate, and there has been a handsome return 

the capital which was invested in the property, quite a handsome return. 
And in addition to that, we not only reduced our costs on cartage services 
in Montreal, but we also. improved the service as the shippers have found out; 
30 that we achieved an economy in operation and we also improved our service. 
If you would like the figures they can be supplied as to what it amounts to, 
the amount of capital is not very great. 


_ Mr. Watsu: It represents a profitable venture as far as you are concerned? 


& Mr. FarRWEATHER: It is a highly profitable venture. The total amount 
of capital involved in this thing is less than $200,000. 


_ Mr. WatsH: There might be the possibility of extending that type of 
service to other points. 


| Mr. Farrweatuer: It is a highly profitable venture. The total amount of 
sapital involved in this thing is less than $200,000. 


' Mr. WatsH: There might be the possibility of extending that type of 
service to other points. 


4 Mr. FarrwkATHER: That is under study. 


i Mr. McKinnon: On page 6 there is an item pertaining to Trans-Canada 
‘ir Lines which says: 


During the year additional calls aggregating 47 per cent, or 
$2,350,000 on the capital stock ($5,000,000 of the Trans-Canada Air 
Lines were met by the Canadian National Railway Company). 


; ne of that I presume would go to interest other than the Canadian National. 
rh Canadian National is absorbing all of that, is that right? 
_ Mr. FarrweatHer: Yes, that is correct. 

Mr. Youne: What benefits have accrued to the railway companies under 
bil] 31 of last year having to do with agreed charges? 
Mr. Huncerrorp: Nothing yet, but developments are under way. The 
matter is necessarily quite a complicated one to get under way and started. 


pes 


Chere has been a joint Ore of the traffic officers of the two railways that 
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have been working on it continuously since the bill was passed. Very sub- 
stantial progress has been made in certain directions but no agreements have 
been consummated as yet. 

Mr. Youne: No agreements consummated? 

Mr. Huncerrorp: Not yet, none have yet been brought to consummation, 
but there are a considerable number of them on the way. 

The CuarrmMaAn: Has the Board of Transport Commissioners issued their 
regulations? 

Mr. Huncrrrorp: Yes. 

Mr. Vien: I speak from memory, but I thought that the board’s regula- 
tions which had first been issued were later, two or three weeks ago, éuspendedl 
—I do not know whether I am correct or not as to that. 

Hon. Mr. Howe: I do not think so, Mr. Vien. The Act was promulgated — 
some months ago, three or four months ago, and the board’s regulations 
were issued. 


Mr. Younc: Is it anticipated that there is quite a field there for 
betterment? 
Mr. Huncerrorp: We expect very substantial developments from it. 


Mr. Vien: If I am not mistaken I saw something in the paper two or _ 
three days ago intimating that the system contemplated establishing bus and 
truck services from the city of Quebec to the lake St. John territory. : 


Mr. FarrweaTHER: That is correct, a bus service. ‘* 


Mr. Vien: Would it be along these lines, through Roberval and Chicoutimi | 
and then through the national park? 


Mr. Farweatuer: No; there are two highways within the St. John. 
territory, one through the park, and one a little to the east of the park, and 
the application we now have in, relates’ to the main highway which runs 
east of the park, the short route. a 


The CHarrMAN: Through the transmission line? 
. 


Mr. FarrwearHer: Yes; we also contemplate, when public convenience - 
and interest warrants service to the park, to apply for that, because we fect 
we should be the people to furnish that service. 


Mr. Vien: I agree with that. I think many of the bua and truck lineal 
that have been established would be a better utility for the public if the rail- 
way were the ones to undertake them. Then, with regard to suburban services, — 
I believe, subject to correction, that the railways might find it more economical 
to run a bus and truck service than their rail services, and they would have 
the additional advantage of pick-up and delivery services from door to doom e: 


The CHAIRMAN: Shall we revert to the Montreal terminal? 


Mr. DeacuMan: Mr. Chairman, when we were discussing this before oF 
had asked. Mr. Fairweather for some comment on the advantages of the new 
terminals in the way of freight service. I want to quote here one or two sentencele 
_ which I ran across to-day, and which I think are interesting. . They are ‘taken 

from the Coolidge report of 1933. He says: :. 


As Mr. Loree has well expressed it, ‘the large terminal station and 
the large terminal yard are the eraveyard of cars.” a 


: 


; 
q 
i 


g 


Then follows this comment: | = 


If such items as surplus cars, Sunday and holiday delays, and delays 
due to repairs be eliminated from the calculations, 86 per cent of the time 
is chargeable to terminal operations and only 14 per cent to the line haul. 4 
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“He goes on to say this: 


More expeditious and regular movement of freight is therefore, 
conditioned very largely by the adequacy of terminal facilities and the 
effectiveness shown in their use. 


~ Another comment is: 


Terminal costs form a large part of the aggregate cost of furnish- 
ing transportation service. The lay public think of railroads too exclu- 
sively in terms of road mileage. < 


_ Another comment is: 

| The terminal is a competitive device of major importance. It is 
difficult for laymen to appreciate how all-important it is for carriers to 
have terminal facilities as good as those which their competitors enjoy. 
The explanation rests in the controlling influence which terminal facili- 
ties exert over the securing of the line haul. Nearness to the wholesale 
centre of a city and to the chief industrial districts and direct connection 
with as many large industrial establishments as possible are of decisive 
importance in the securing of business. 


Now, in view of these comments I should like to have some further informa- 
_ tion from Mr. Fairweather in regard to the general principle of larger expendi- 
_ tures upon terminals, and also upon the particular efficiency of this terminal in 
_ so far as the handling of traffic is concerned and in the advantages of drawing 
_ more traffic to the line through providing modern terminal facilities in Montreal. 
q Mr. FarRWEATHER: Well, that is a mouthful, but it is very pertinent. 


e. Mr. DracuMan: It is ae a mouthful I aeouent possibly you might want 
_to answer it in the morning. 


Mr. FairweaTHerR: That is as the committee may desire. 


Mr. Watsu: I believe a large part of it Mr. Fairweather answered in the 
elaborate statement he read to the committee this morning. 


Mr. DracHMaN: This is a statement by the commission in the United 
_ States on this question of applying sound principles, and I wondered if Mr. 
_ Fairweather could apply it to Montreal and perhaps to other points. 

Mr. Watusu: I think Mr. Fairweather covered it very elaborately in the 
report he read this morning. I think the report you read this morning covered 
a full and complete justification for the building of the terminal station and 
the completion of the terminal plans. 

The CHarrMANn: Can we take it for granted that you agree with it? 


Mr. Wausu: I do not agree with the work. I intended to make my posi- 
tion perfectly clear before the committee rose; but I agree with the suggestion 
that terminals should be developed more adequately than they are in Montreal 
at the present time. 

’ I am a very: strong believer in the union station and union facilities for 
terminal purposes, but I do not think this is the proper moment from an economic 
point of view, considering the financial stress generally, to undertake capital 
expenditures of that nature. That is the only objection I have to it. If we 
were in a flourishing condition financially I would say, by all means go ahead 
and build your terminal; but I do not think Montreal is being fairly dealt with 
in going ahead with this plan without a proper consultation with others who 
3 re directly interested. I am thinking of the C.P.R. in particular. And now, one 
of the questions I had to ask in connection with this was this: was this whole 
matter discussed by this committee that is presumed to be working on a plan 
of co-operation? If there is one feature in which railways could co-operate it 
is in terminal facilities and union station plans. That is one place where they 
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can co-operate, and if Mr. Fairweather will agree with me in this he will say 
that terminal facilities and stations are not a contributing factor to a profitable — 


‘ operation of railways; that is, they do not give you a good profit; they are 


always operated at a loss. 


Mr. Dracuman: Mr. Chairman, the quotations that I gave are directly ff 


contrary to that assertion, and I should like to have a further expression of 


_ opinion from somebody. 


Mr. WausH: No, not contrary to what I am saying at all; it bears out what 
I am saying. 
Mr. DeacHMAN: No, not at all. 


Mr. Watsu: I go a step further and say, it is a necessary complement to 


any railway, in fact to any transportation system to have what is recommended 
there. It is quite a necessary complement, but. it is never a complement that is 
going to be operated at a profit; it is always going to be operated at a loss. 

Mr. Deacuman: That is directly contrary to this statement. This is what 
he says:— 


Terminals exert a controlling influence over the character and cost of 
transportation service. 


Then he goes on to say:— 


The explanation rests in the controlling influence which terminal — 


. 


g 


facilities exert over the securing of the line haul. Nearness to the whole- 


sale centre of a-city and to the chief industrial districts and direct connec- 
tion with as many large industrial establishments as possible are of 
decisive importance in the securing of business. 


If you have good terminals, in other words, you have greater facilities for 
doing business and you draw more traffic. 


Mr. Vien: I think it has been recognized, and it was submitted to the royal 


commission who investigated the railways that wherever it is possible, union 
stations and terminal commissions taking the control of all the railway operations 
within a terminal area are desirable; but Mr. Walsh has put the following — 
question: have the two railways been consulting each other and have they — 
consulted competent authorities to find out whether this system is best for — 


Montreal? I might state in this regard that this question has been studied since 


1927. I was deputy chief commissioner of the Board of Railway Commis- — 


sioners in 1927 when we directed the Canadian National Railways to provide 
plans and specifications for adequate terminal facilities at Montreal. Immedi- 


ately after that the interested parties were convened before the board and — 


it took two years, from 1927 to 1929, for the interested parties to file their < 


suggestions, their individual suggestions, and at that time the Canadian Pacific 
Railway refused to join in the construction of the terminal and the tunnel, and — 
suggested that we should use Windsor station for westbound trains and Place 
Viger for eastbound trains. The Canadian National Railways went very — 

thoroughly into this question. They had experts from New York and else- © 


where and their reports were filed with the Board of Railway Commissioners. 


Then, other interests were also consulted, the Montreal tramways, the city — 
of Montreal and other interests who retained the services of Mr. Williamson ~ 
and the old Armstrong plan as improved by Mr. Williamson was also submitted, — 
involving some 20 miles of subways, a subway from Montreal south to Montreal 
north, from a certain point west on Atwater street to a certain point east on St. 
Denis or something of that kind. It was at that juncture that Mr. Dunning who — 


was Minister of Railways, invited Sir Frederick Palmer, who was on his way back 
from the Hudson bay to study all the suggestions that were filed, and I recall _ 


that Sir Frederick Palmer consulted the Board of Railway Commissioners in that 
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y Pespact, and finally you have Palmer’s report and the presentation of 1929 
- authorizing the Canadian National Railways to go on with this scheme that had 
| ‘ia a after a very thorough study of all the plans that had been sug- 
- ‘geste 

: Then, in 1929 and 1980 the land was acquired and the various bovine 

that were in the way were demolished and the big hole was dug. Due to the 
depression the work was suspended for a time and there was a clamour of public 
opinion for the construction of these terminal facilities as much in the interest 
of the Canadian National Railway system which was at a great disadvantage in 
operating in Montreal, the metroplitan area, as in the interest of the general 
public using the terminal facilities at Montreal. I believe that there i is no gain- 
saying the fact that adequate terminal facilities for the Canadian National 
Railways were much overdue and the merits or demerits of the various schemes 
that were suggested have been exhaustively gone into, to my knowledge, by the 
most eminent experts that could be invited to offer a suggestion. 
I must confess that in my heart and soul I should have liked a terminal 
company or commission to be set up and all the railways using the Montreal 
terminals joining in with the city and with the Montreal tramways to give rapid 
transit and terminal facilities in the district of Montreal; but I realize that it is 
almost impossible to use compulsory methods to compel either the Canadian 
- Pacific Railway or the New York Central or other railways to use Montreal 
. terminals to come into that city. They may be forced to it in time by force of 
circumstances but we have to break, in my opinion, the vicious circle somewhere, 
and no city of the size of Montreal would have endured for ten years the 
abominable situation that has been allowed to obtain there. 
{ Mr. WatsH: I quite agree with Col. Vien in his statement. It seems to 
me we have set up ways and means to enforce co-operation. I am speaking in 
the interests of the city of Montreal, one of the large cities on this continent, 
_ one of the few cities that will be left with terminal facilities so widely separated, 
_ with no union station. If the public enjoys any privilege, it is the privilege of a 
- union station; and I think that privilege ought to be made possible to a large 
- metropolitan city like Montreal. We have the ways and means of enforcing 
- co-operation. We have that enabling Act that was passed. We have the com- 
- mittee set up. If the committees meet and cannot agree on terminal facilities 
and a tunnel station or union station, then there is another step which might 


_ commissioners, Is that right? 

Mr. FarrweatHer: No. I think you are in error there. I think the 
' arbitral tribunal is specifically excepted in the matter of large terminal arrange- 
ments. The arbitral tribunal has no power to enforce large terminal arrange- 
~ ments. 

j Hon. Mr. Howe: Do you not think there is a time when you must make 
up your mind? After all, this thing was studied by every expert worthwhile, 
and the commitment of over $16, 000, 000 a very large cost, was built up on 
that. After you get to that stage, do you think you are still free to turn around 
and say, “Maybe we do not want to do this after all”? 

Mr. Wausu: No. I think the C.N.R. deserves very much improved condi- 


was the possibility of this co-operating committee along with the Board of 
- Railway Commissioners making it possible to insist on a union station in 
Montreal. Here is our time to act. Now is the time. If you allow this 
_ terminal station to proceed now, it is going to be more difficult in the future 
to get the different railway lines coming into Montreal to co- peer on union 
and terminal facilities; at least, that is my impression. 


be taken; they might call in the services of the chairman of the board of railway. 


| tions in Montreal, and I think that some body should be set up. I thought there — 
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Mr. Young: I should like to ask Mr. Walsh if he knows that the Canadian — 
Pacific would be prepared to join in building this tunnel station. p 

Mr. WatsH: Very unfortunately I am not in the confidence of the Gani 
dian Pacific; but I am in the confidence of men who are vitally interested in 
Montreal, largely interested in Montreal—the Board of Trade and others who 
have been before this committee in years gone by. I know they are interested — 
in the development that I have in mind; Col. Vien is interested in the develop-— 
ment I have in mind. There are these ways and means of getting it. I feel that — 
proceeding now with this tunnel station is wrong, first, from the point of view — 
that we cannot afford it financially. Here we are with a report before us of : 
$54,000,000 in the red this year. But despite that fact we are going ahead with ~ 
this expansion project. My second objection is that if we have not got ways E 
and means set up already of forcing our railways coming into Montreal to use — 
the union depot and certain terminal facilities, we ought to set up a body which : 
- will simply say, “This is what is going to be done” and it will be done. a 

Mr. McKinnon (Kenora-Rainy River): Mr. Chairman, are the Canadian 
National railways willing to co-operate in the building of the union station? 

Mr. Huncrrrorp: Yes, at the tunnel side. 

Mr. WatsH: You get the same thing. 

Mr. McKinnon (Kenora-Rainy River): Just a minute. The reason that 
the union station has not been gone ahead with is no fault of the Canadian — 
National for not wanting to co-operate? : 

Mr. Huncerrorp: The Canadian National Railways is firmly convinced, — 
after years of study, that the tunnel side is far better for a central station than ~ 
- Windsor street. It might be interesting for me to tell you what happened after 

amalgamation. When I first. went to Montreal as operating vice-president of — 
the Canadian National Railways, one of my first duties was to study, or have i 
studied, the co-ordination of terminals all over the country, wherever various — 
constituent lines contacted; and Montreal was easily the largest one to be 
considered. I was responsible for the inception of private study, secret study, 
of the whole situation; and I started from the premise of trying to make _ 
Windsor street station the central station, by getting both railways-in. I very 
reluctantly came to the conclusion ultimately that it just could not be done on 
sensible lines, and that is my conviction to-day. a 

Mr. McKinnon: (Kenora-Rainy River): In other words, you are willing 
to co-operate if you have it where you believe the proper place is? 

Mr. Huncerrorp: Yes. 

Mr. McKinnon (Kenora-Rainy River): And we can assume that the C.P.R. 
would cooperate if they could have it, where they think the proper place is? __ 

Mr. Huncerrorp: I cannot speak for the Canadian Pacific. 

Mr. Vien: It is a question of record. The Canadian Pacific have gone 
on record suggesting that the treatment to be given to the Montreal terminal 
would be to use Windsor street for westbound trains and the Place Viger and — 
Park Avenue for eastbound trains. But as I say, these submissions have been 
made in writing, and the estimate of the cost; speaking from memory, the 
estimate of the cost was also given as being something like $20,000,000 at that 
time, of converting the Windsor station and converting the Place Viger. But — 
other experts said that it would be vastly in excess of that. But the C.P.R. 
estimates, as conformed by the board, I think will reveal—and I speak from 
memory, but I think you will find it correct—that their estimate was that it 
would be around $20,000,000. But that is after this submission of the C.P.R. 4 
The C.P.R. objected to going to the tunnel. The Canadian National found that 4 
the tunnel was the better site; the Canadian National were willing to accept 
the Canadian Pacific in the tunnel station, and Palmer says so in his report. % 
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But the CaGran Pacific refused to go there and insisted that if any general 
terminal was to be built, it should be by using Windsor street and Place Viger. 
_ Mr. McKinnon (Kenora-Rainy River): Would there be any other reason 
beside the financial one? 

_ Mr. Vien: The financial one was the one put forward and uppermost I 
think, in the considerations that were suggested; but also there was the fact 
‘that the Canadian Pacific had their own tracks and station facilities, and that 
they could not abandon them on account of their patrons along those lines. 
Mr. McKinnon (Kenora-Rainy River): And the terminal facilities that 
‘the C.P.R. had were adequate for their purposes; is that right? 


Mr. Vien: In their opinion; and could be enlarged to give facilities to the 
other railways as well. 

_ ~ Mr. Youna: I should like very much to congratulate Mr. Fairweather on 
the statement he made to us to-day with regard to the Montreal terminal. — 
d think he made a very excellent presentation of the facts. Some of us were 
here years ago right in this very room where there was a model set up of this 
Erhole thing; for a whole week, I think, we studied the plan with experts of 
the railways; and later we had a meeting here and it finally went through the 
house. But this morning and this afternoon he has convinced me that what 
was decided at that time was decided in the best interests of the road. 


The CHAIRMAN: Quite right. 


k Mr. Youna: Personally, I always feel that if we can have joint terminals, 
so much the better. But I believe from what we have heard to-day, in addition 
o what we knew before, that a very strong case—I would almost say an un- 
mswerable case—was made out that the terminal station would be the one 
ation in that area which would serve best for all parties concerned. Another 
thing I should like to say,—in case it might be taken as the opinion of the 
committee that this is not the time to do it,—is that my own view is that when 
we have unemployment as we have to-day, if there is ever a time when govern- 
nents or government institutions should undertake to give wages to men, this 
s the time. Any time of depression would be a better time to do it then when 
here is great prosperity. I should not like to think that Mr. Walsh was voicing 
my view that this is an improper time owing to any financial stringency which 
nay exist. We can find money for other things. I think we should be able 
0 find money for a useful thing. In my judgment, knowing Montreal as I have 
Or many years, there is nothing more necessary there in that area than a 
proper terminal facility for the Canadian National Railways. 

The CHAIRMAN: Shall the report carry? 

_ Mr. Watsu: No, no. We will come back to the report to-morrow. I want 
the president to let me know to-morrow at what date the directors of the 
anadian National Railways decided to go ahead with the plans of the tunnel 
tation in Montreal. An answer to-morrow will be satisfactory. 

- The CuarrMAN: Gentlemen, shall we adjourn until four o’clock to-morrow 
fternoon? 

Mr. WatsuH: I have three questions I wanted to submit so that I can get 
answers, just bringing certain data up to date. I have them here in writing. 
On page 55 of the minutes of standing committee on railways and shipping, 
Vednesday, April 27, 1938, we have a statement in answer to a previous ques- 
m by myselt, covering detail of hotel operation. I should like to have filed 
d entered in minutes of this year a similar statement covering the calendar 
r 1988. I do not know whether my previous question on hotels covers that 
not. If it does not I should like that question answered. 

Condensed income statenient, including profit and loss, of the Canadian 
tional Steamships (Pacific coast) for the years 1937 and 1938. 


62 : ‘STANDING COMMITTER 


I should like this 6 be similar to statment for des, year 1936 filed Ww 
the select standing committee on railways and shipping, March 23, 1937, appear 
ing on page 225 of the printed proceedings for that. year. F 

Then a statement showing for each year, 1932 to 1938 ected freig 
service and passenger service (separately), (a) revenues, (b) expenses. (¢ 
net operation, (d) ratio revenues to expenses. Also capital investment in freig 
train cars and passenger train cars. 

This information was supplied by Mr. Fairweather for the year 1931. Se 
minutes of proceedings and evidence of the select standing committee on rai 
ways and shipping for May 12, 1932, page 337. 

The CHAIRMAN: The Soeiee stands adjourned until 4 o’clock to-morrow 
afternoon. 


. (At 6.10 p.m. the committee adjourned to meet again at 4 p.m., Wed 
nesday, April 19, 1939.) 


_ 
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OTTAWA 
J. O. PATENAUDE, 18.0. 
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 
1939 


ORDER OF APPOINTMENT 
(Extracts from the Minutes of Proceedings of the Senate for March 7, 198 


Resolved,—That, with a view of completing the inquiry pursued du 
last session by the Special Railway Committee of this House, and prepari 
and submitting an adequate report on such inquiry, this Special Commi 
be re-appointed with a view to inquire into and report upon the best mean 
of relieving the country from its extremely serious railway condition 
financial burden consequent thereto, with power to send for persons, pa 
and records and that the said Committee be re- appointed with the same p 
sonnel and, therefore, that it consist of the Honourable Senators Beaub 
Black, Buchanan, Calder, Cantley, C6té, Dandurand, Graham, Haig, Hugesse 
Horsey, Jones, Hardy, McRae, Meighen, Murdock, Parent, Robinson, Shar 


and Sinclair. 


MINUTES OF EVIDENCE 


THE SENATE . 
*  ‘Wepnespay, April 26, 1939. 


The Special Committee reappointed to inquire into and report upon the 
best means of relieving the country from its’ extremely serious railway condi- 
_tion and financial burden consequent thereto, met this day at 11 a.m. 


Right Hon. George P. Graham and Hon. C. P. Beaubien, Joint Chairmen. 


The Cuamrman (Hon. Mr. Beaubien): Are you ready to proceed, gentlemen? 
I should like to communicate to the Committee a letter which I have 
received from Mr. Coleman of the Canadian Pacific. 
/ Mr. Fuintorr: I have copies of that letter. 
' Hon. Mr. Danpuranp: | should like to know first what is in the letter. 
Mr. Flintoft yesterday, uninvited, gave the views of the Canadian Pacific on 
the Union Station in Montreal— 
- The Cuarrman (Hon. Mr. Beaubien): This-has nothing to do with the 
terminal. 
_ Hon. Mr. Danpuranp: —so I should like to know the right of the Cana- 
- dian Pacific m presenting to us their views on that question. 
: Hon. Mr. Parent: I think Mr. Flintoft offers every member of the Com- 
‘mittee a copy of that letter, so there will be no harm in us reading it. 
| The CHatrrMAN (Hon. Mr. Beaubien): I was waiting for the permission 
' of our leader, to see if the letter could be read without danger. 
* Hon. Mr. Danpuranp: I want to know what it covers. 
Right Hon. Mr. Mricumn: It will be all right if it is only on one side of 
the issue. 
_ Hon. Mr. Danpuranp: There is no issue on the Union Station in Montreal. 
That is the point. 
_ The Cuatrman (Hon. Mr. Beaubien): I have been allowed to communicate 
_ the letter to the Committee. 
_ Hon. Mr. Danpuranp: I understand it does not bear on the location of the 
Union Station in Montreal. § 
| Mr. Fuinrort: I think this letter is not tainted. I am going to offer you 
some more help on the Montreal terminals afterwards, but at this stage we are 
- dealing with another phase. 


| The AssisTanr CLERK OF THE CoMMITTEE (reading) : 
19th April, 1939. 


The Right Honourable Grorer P. GRAHAM, 
The Honourable C. P. Brausien, K.C., 
Joint Chairmen, : 

Special Railway Committee of the Senate, 
Ottawa, Ont. ‘ 

HonovuRABLE Sirs:—During the presentation to your Honourable 
Committee last year of the evidence in support of the estimate of savings 
from unification prepared by the officers of the Canadian Pacific Railway, 
the question was raised, on various occasions, as to the effect on the 
amount of economies possible which would result from the decline in the 
combined expenditures of the two companies which had occurred between 
1930—the year used as a basis for the original estimate—and 1937. 
7749214 . 
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Mr. Fuintorr: I may say, sir, that the memorandum which is referred to 
will be available to-day, and I will let you have it later. 
May I be pera sir—I am watching Mr. Dandurand, because he is | 
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The economies made during this period comprise: — 
(a) Co-operative savings secured by joint action which would 
correspondingly reduce the amount of the potential savings; 

(b) Economies due to a reduction in the volume of traffic which, © 
to the extent they occurred in duplicate services, would reduce the — 
opportunities for economy, and; 2 

(c) Unilateral economies made by the two companies apart from i 
volume of traffic which by their very nature would be largely outside : 
the field of economies estimated to be Doe by the-elimination of — 
duplicate facilities and services. § 
; 


It was admitted that the effect on the estimate should be only to © 
vary it approximately in proportion to the lessened volume of combined “ 
expenditures (Mr. Fairweather, p. 204 and p. 206). A calculation on the © 
basis of this assumption was submitted by Mr. W. M. Neal in evidence % 
on June 2, 1938 (page 985) which showed that on the basis of the 1937 
volume of traffic the annual savings could be estimated at approximate 
$59,740,000. 

Immediately after Prorogation of. Parliament, I instructed a com-_ 
mittee of our officers to prepare a detailed estimate based directly on 
the operations of 1937, and this study has recently been completed. The 
same general methods were followed as in the original estimate, and the 
same care was exercised. Full consideration was given to all criticisms _ y, 
of the original study which had been offered. 2 

This “second estimate indicates that under the traffic and business a 
conditions which prevailed in 1937, annual savings of $56,346,000 could | 
be effected after making adjustments necessary to provide for the fact 7 
that the normal rates of pay in force in 1930 and now again in effect, — | 
were only in process of restoration in 1937. This figure makes no 
provision for any saving resulting from abandonment of lines. Assuming a 
such abandonments as we believe the Board of Transport Commissioners 
would authorize in the event of unification under present conditions, the | 
estimate is increased to $59,361,000. 

The close correspondence between these figures and those arrived at 
by reducing the original estimate in proportion to the reduction in the. | 
combined expenditures of the two companies between 1930 and 1937, | 
confirms our belief that the original estimate can be taken as a valid 
one, and that a conservative figure of the annual savings to be obtained — 
by unified operation under conditions as of 1980 is in the neighbourhood — 
of $75,000,000. 

Full details of the estimate, based on conditions which prevail 
in 1937 can be furnished if it be desired, and can be supported by evidence | 
of the officers who prepared the report. | 

I have also asked these officers to prepare a memorandum replying | 
to the criticisms offered by Canadian National officers in respect of the 
estimate of savings based on the conditions of the year 1930, and this | 
memorandum will be available for filing with you within a few days. Pa 
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(Sgd.) D. C. COLEMAN, = | 
Vice-President. 5 
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Terminals Station, and I should be glad to have it hung on the wall if the Com- 
mittee so desires. I think it would prove of interest, as it shows—whether 
_ you hear from us or not—the general layout of Montreal and the railway lines 
_ present and proposed. 

; Hon. Mr. Danpuranp: I would suggest that this matter be suspended until 
we reach the question of the advisability of examining into the location of the 
Union Station in Montreal. Just now Mr. Black has the floor. The Canadian 
National also has a map, if we should decige to go into the location of the 
Union Station in Montreal. 


Mr. Fuintorr: We should be very glad to have them both up. 


Mr. Harvey H. Buack was recalled as a witness. 


Hon. Mr. Hata: Mr. Chairman, I do not want to stop Mr. Black, but I 
wonder if he could either read a little faster or shorten up a little as he goes 
along. We have his brief here, in any event, and I am quite willing that should 
go on the record. But at the speed he made yesterday, he will be at least two 
-more hours reading. 

Hon. Mr. Danpuranp: No; I think that thirty-five or forty minutes would 
be enough to enable him to finish. . 
Hon. Mr. Hata: He covered only about ten pages in the time we were here 
yesterday afternoon. 

; The Witness: I was not proposing to read the recommendations, Senator, 
because they are just a summing up. There are seven or eight pages dealing 
- with the United States situation and the British situation, and I was proposing 
to refer to two or three points in these and not read them in full. I think I can 
shorten it up very much. 
~ Hon. Mr. Buacx: Mr. Chairman, could Mr. Black not give us a resumé 
of the remainder of his brief, and read only anything which is very important? 
e have a lot of work to do. We shall not get through with this brief before 
one o’clock unless he summarizes it. 
' The CuatrmMan (Hon. Mr. Beaubien): Mr. Black, you express yourself 
_ very clearly. Could you not just state to us the difference between your sug- 
_ gestion for co-operation and co-operation as it has existed up to now? 

The Witness: As I see it up to now, there have been only two parties dealing 
with various proposals for saving, the two railways. There were technical 
committees and an executive committee; the technical committees have been 
dealing with certain details, and reporting to the executive committee, the final 
decisions being made by the executives. I did want to understand what has 
been stopping the work from being done, so I have spoken to a great many 
tailway men about it. Apparently, when dealing with a proposal, one railway 
would say to the other: “You have got to give us something to even that up. 
We are giving you so much, and you are not giving us enough in return.” The 
other day I was talking to a C.P.R. man, who mentioned a certain pooling 
"arrangement. He said that between such and such a point and another point 
the Canadian Pacific has carried up to the present time about 80 per cent of the 
total passenger traffic carried by the two railways. He said “ Obviously, when 
each of us have several trains, we are not going to cut our trains in two and have 
the other people cut their trains in two and divide the savings or the total traffic, 
_ because our share of it predominates.” 
Now, apart altogether from the natural differences between the two rail- 
Ways and difficulties in making progress, where each road had to make sacrifices, 
I think that the main weakness in co-operation was this. First of all, there was 
“no neutral person to get them together in their consultations. But more par- 
‘ticularly, there was no automatic way of having the difference—say the 80 per 
cent here and the $2 and the $1 there—settled by some outside, independent, 
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impartial body. At one place in the evidence given before this Committee the 
word “Contentious” was used. The witness, representing one railway, said 
in effect: If we, after consulting and trying to co-operate with the other | 
railway, had told them we were going to refer this to somebody else, to an 
arbitral tribunal, we would have introduced a contentious element into the 
relations between us. In another place it was said that it would destroy or 
injure the cordial relations existing between the two roads. That might be © 
important if a great deal of progress were being made, if the cordial and non- © 
contentious relations were such that the railways were able to agree upon ten © 
or twenty or thirty or forty plans which showed reasonable prospect for 
savings, if they were able to work together about them. But the fact is, § 
apparently, that although proposals have been made for possible savings all 
across the country, for savings that one railway said could be effected under 
unified management, the railways were able to agree on only a few, and the. 
net result of ‘their agreements over five years was only about one and three- | 
quarter millions of dollars. 

One thing in the evidence struck me very forcibly. Last session a witness 
mentioned a certain proposal, the formula for which had been agreed upon a 
way back in October, 1934, I think; but last summer, nearly four years afterall 
wards, the saving had not been made. Why? Because, apparently, they 
could not agree on details. I would have the law changed so that in such cases” 
and lots of others the particular proposal would be sent to some arbitrating 
body. Then that impartial body, understanding the whole situation, could — 
decide what should be done. a 

I think, too, that one difficulty has been too many individual proposals.” 
It seems to me the proper method is not to say, “ We are giving up $100, 000 
here and you will have to give up $100,000 somewhere else.” I think that 
ten, twenty or thirty proposals should be considered together and balanced up. 
Each railw ay ‘has to make certain sacrifices. If there were some outside body, 
to whom reference would be compulsory in the event of disagreement, there — 
would not be deadlocks between the railways and progress could be made. — 


By Hon. Mr. Horsey: 

@. There would not be compulsion with regard to their decision, though 
—A.No. I was inclined to think at first that more progress could be made by 
compulsion. Physically you could, of course, but I do not like the idea o: 
introducing compulsion on any railway or company. There are various 
reasons for that. 4 
Q. You think your plan would facilitate decisions. But would it? Thai 

is the point—A. I am a firm believer in public opinion in the long run. 
think that if the whole situation were laid before the public at least every 
months, and laid before Parliament too, so that the people would be told wh 
the arbitral tribunal had recommended and what the attitude of the railwa 
was, you would take the ground from under the feet of a railway which was 
not willing to follow the tribunal’s recommendation. You do not need expe 
to enlighten the people when facts are placed before them. I will accept the 
opinion of the public at any time, even on investments. 1 


By the Chairman (Hon. Mr. Beaubien): 
@. That is your first point?—A. Yes. 
By Hon. Mr. Dandurand: 


Q. You were at page 10 of your statement?—A. Yes, but a questiced 
asked me by one of the Chairmen, Senator Beaubien. 
_ (Mr. Harvey H. Black.] 


RAILWAY CONDITIONS 315 


F By the Chairman (Hon. Mr. Beaubien): 
_  Q. Can you summarize your other points in the memorandum just as 
Beriefiy? Your first point is very clear—A. I will try to do that. 


By Hon. Mr. Dandurand: 


La @. There is one feature in your statement that interests me very much. 
That has to do with the loss suffered by the two railways because of highway 
. “competition. —A. I will just refer to that, Senator, 


By the Chairman (Hon. Mr. Beaubien): 


Q. That is your second point, I take it?—A. Yes, my second point, sir. 
_ _ Q. Will you give us that now, in your own language?—A. The second point 
is this. I do not believe any proposal that has come before us concerning merely 
the railway operations in the relations of one company to the other can produce 
nearly as great savings as could be produced if we were able in some way to 
regulate highway traffic in relation to its competition with the railway. The 
“reasons why highway traffic, as it has existed right from the start, is very unfair 
in so many directions to the railways. I think we can take that for granted. 
For one thing, it is unfair because a truck can take any traffic it wants, it can 
pick and choose, while the railways are common carriers and must take every- 
thing that is offered. In other words, the railway is a public utility, and the 
“truck i is not; the truck has no obligation to the public. I tried to get an estimate 
of the srowth or decline of railway traffic in relation to what we call this index 
‘of physical volume in Canada. What I present on page 10 is the nearest I 
could get. I do not want it to be taken literally. As I said yesterday, this 
index of the Dominion Bureau covers so many things, such as production of 
mines, of gold, silver, lead and zinc, of agricultural products and various 
r hings that move through the country, coal and other products. But this 
Wy as the nearest approach I could find to what might be considered trans- 
‘portation possibilities. The railways have fallen very far short of getting 
their share in relation, we will say, to conditions as they existed in 1926. 
will just refer to one or two points brought out by the table on page 10. At 
the bottom of the table you will see that in 1926 the gross revenues of both 
; railways amounted to $469,000,000. We will call that 100 per cent of the railway 
business, and we call the ‘index of physical volume of business, for that year, 
100 per cent. The figures for 1932, which was the lowest year for business 
volume in the depression, are given ‘immediately above those for 1926. It so 
happened that 19383 was the lowest volume for gross revenue of the railways. 
“I checked that up. There were two reasons: there was less wheat moving in 
1933 than in 1932, and some mineral production was less. 
o. In 1938, railway business was down 44 per cent, but the index of physical 
volume was ‘down only 21 percent. The railways lost more than double what 
_ the index showed. 
____When you get back to 1938, the business index was 112, that is, 12 per cent 
above what it was in 1926; but the railway volume was 31 per cent below. 
_ Business was up 12 per cent, ‘but the railw ay volume was still 31 per cent below. 
_ The recovery of business from the low of the depression to 1938 was 42 per _ 
cent, and the recovery of railway revenues was only 13 per cent. 
“At the bottom of page 11, I have just’applied that index. Index of business 
was 1124 per cent in 19388. That is, 124 per cent above what it was in 1926. I 
added that 124 per cent to the $469, 000 000 of railway business in 1926, and it 
would have amounted to $528,000 000. The actual volume of the railways 
revenues last year was only $324,000,000. So there is a difference of over 
_ $200,000,000. , 
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I am not saying all that loss of $200,000,000 in relation to that index would 
have been held by the railways. I am not saying it is even an absolutely correct 
balance of their loss of transportation business, but I do think it gives us some 
idea of the terrific and hurtful competition of the truck business. q 

There is another point in getting it down to the net. In 1938 the net 
operating revenue of the C.P.R., after paying interest and all other charges, 
available for dividends, plus the net operating revenue of the C.N.R. which. 
would be available for paying interest on its funded debt, was barely $27,000,000. 
On a volume of gross business of $528,000,000—which is very close, one is up— 
and the other down—as compared with what it was in 1928 and 1929, on that 
basis of those two years we would have had a net revenue for the railways of 
$100,000,000, and we would not have had much of a railway problem. We 
lost, I think, through truck competition, a very considerable part of tha i 
theoretical difference, or paper difference if you like, of $70,000,000 in that 
earning on the two levels. . 


Hon. Mr. Parent: $70,000,000? 
Mr. Buacx: Yes, $70,000,000. 


Hon. Mr. McRar: Do I understand you, Mr. Black, to favour controlling 
the competitive services so as to restore a major portion of this loss to the. 
railways? q 

Mr. Brack: I think those competitive services should be regulated, not to 
the extent that their charges would be brought up to the charges of the railway, 
nor to the extent to which restrictions of competitive services could fairly be 
made as fixed as those binding on the railways, but I do think that a great 
deal could be done, and all sorts of things, hours of labour and rates charged, 
and so on, for hauling commodities— t 


Hon. Mr. McRar: Your first object is to restore a considerable portion o 
this loss to the railways? 1 


Mr. Buacx: I feel we could restore it. That is not a personal assumption, | 
because it is on the basis of the possibility of restoring a great deal of that that 
the whole present plea of the English railways was brought before the Minister | 
of Transport late last year. He did not even suggest an alternative. All the 
railways combined in November and went before the Minister of Transport. | 
They told him things were getting very serious. One statement was that on half” 
the equities of the four British railways there was no income to the holderail 
They asked him to bring in legislation to remove all restrictions on the railways | 
absolutely. Immediately you had the coal people, the steel people and others | 
ae on the railways saying, “If you do that you are going to overcharge | 

there is no competition with the trucks.” The railways guaranteed they 
Roald treat fairly their customers in the heavy industries. I will refer to that} 
later. But I am assuming it on this ground. First of all, there is a picture— | 
I am not saying how correct—of a terrible heavy loss. I asked a railway man | 
a short time ago if he had any idea of the net loss to the railways through trucks | 
and bus competition. He said, “I think we are safe in saying over $50,000,000 | 
net a year.” How much of that you will get back I don’t know, but I think 
you should make a very serious effort to get it back. al 

| 


Hon. Mr. Parent: How can this be prevented? ‘a 
Hon. Mr. Brack: There were two proposals. The railways wanted all | 
restrictions removed so they would be absolutely on a level to meet cut- throat 
competition from the trucks in any way at all. a4 
Hon.. Mr. Stncuair: In rates? | 
Mr. Buacx: And all sorts of things, what in the United States is called | 
long and short haul, and various other things. The railways proposed an | 
absolute removal of all restrictions. Some of the heavy industries who are 50. 
[Mr. Harvey H. Black.] : | 
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_ dependent on the railways, said, “Well, that would not be quite safe.” So what 
- was done was with the help of the Minister of Transportation, who, fortunately 
_ for the railway situation in England, has authority, I think almost as great 
authority, over highway traffic as over rail traffic. I think I am right in that. 
_ He proposed, ‘No, don’t do this, but get together with the truck men.” On 
page 17 I make a reference to that. Perhaps if I read that now it will serve 
to clear up this question, Senator. 

The CuHairman (Hon. Mr. Beaubien): That,refers to the English situation? 

Mr. Buack: Yes; because they have results a little more definite than in 
the American situation. — 

The CuarrmMan (Right Hon. Mr. Graham): Speaking for myself, I am 
‘quite befogged on what is the British situation. It does not agree to-day with 
what it was declared to be a few months ago. 

Mr. Buacx: At the top of page 17 I feel is the way in which England is 
solving her railway problem. By reading it I shall get through more quickly. 
I say :— 

In England, so-called amalgamation, which still has left four inde- 
pendent railway systems, has not solved the railway problem. Conditions 
still continue as a serious menace to maintenance of adequate earning 
power. So much so, that representatives of the railways, late in November 
last, waited upon the Ministry of Transport to urge the removal of gov- 
ernment restrictions on the railways in order that they might be left free, 
and so better armed to wage war on what was declared to be the real 
problem, highway competition. 

In the end, a plan for co-operation between the railways and the truck 
organizations, or “haulers” as they are termed, was proposed and a 
“square deal” agreement was worked out. Both groups agreed to set up 
a “Central Consultative Committee” to arrange measures of co-ordination, 
and the railways, in turn, gave certain guarantees for the protection of | 
industry, in the event that existing restrictions on rates and other conditions 
were removed or relaxed. 
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“ 
_ Then I quote here a summary which I saw in the Manchester Guardian in 
_ February last of the progress that had been made. I will not read all of this. 


i Some points will be a little difficult, I imagime, for those who do not understand— 
_ and I do not—some of the details of the English A, B and C system of licences. 
_ These are two paragraphs of the summary :— 


The effect of the plan is that the railways will restrict objections to. 
certain types of hauler licences for two years after receiving their freedom. 
The two industries agree to establish a Consultative Committee to arrange 
measures of co-ordination and deal with difficulties, and there are safe- 
guards for the protection of industry in the form of right of appeal to a 
tribunal. 

An official statement issued at the end of the meeting said that the 
road haulage industry, subject to safeguards, will raise no objection to the 
“square deal’ proposals. The two industries have drawn up a joint 
memorandum. Both the railways and the road-haulage industries hold 
the view that due regard must be given to the ultimate objective of co- 
ordination of all forms of transport. They are convinced, however, that 
it would not be practicable to apply to road transport the present railway 
rates structure with its elaborate classification, restrictions and obligations. 


Senator, I think that will answer your point in regard to the identity of con- 

‘ditions. This is the third paragraph:— 

In order to afford road haulers greater freedom to negotiate agree- 
ments for the co-ordination of their own industry, the railways have given 
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an undertaking that they will not, unless there are exceptional circum- — 
stances, raise objections for two years after they have been given ee 
freedom to applications for— 


I will not read the particulars following that paragraph. ; 
Hon. Mr. Catprer: Mr. Chairman, why should we take up our time going ~ 
into this question of transport by trucks and buses, and so on? I thought we had 
dealt with that pretty fully, and that we came to the conclusion that we are in a 
field where we have no jurisdiction at all except so far as interprovincial traffic is 
concerned. 
Hon. Mr. Parent: But no remedy has been offered. The witness is giving 
some idea of the remedy. 
Hon. Mr. Catprer: He is giving us the idea of a remedy that exists in F. 
England, where they have full jurisdiction. That is an entirely different. situa- 
tion. I have very grave doubts whether this evidence as to trucks and busesm 
is going to be of any service at all. 


Mr. Buack: In answer to Senator Calder I wish to say that I quite undersil . 
stand the absence of jurisdiction. If there had been jurisdiction there would © 
have been four departments in the Ministry of Transport instead of three. But 
I do not think the Railway Committee, in seeking to find a remedy for the serious” 
state of affairs that exists in the Canadian railways, might well add to any 
plan that comes within the jurisdiction of the Federal Government, and there- & 7 
fore can be implemented by legislation, a very strong recommendation that the 
Dominion Government do its best to secure the co-operation of the provincial — 
governments, because I do feel that the well-being of the C.P.R. and the Cana- ~ 
dian National is absolutely as important to Ontario and Quebec as it is to the © m 
Dominion. 


Hon. Mr. Cauper: I am sure every member of this Committee renin 
that, Mr. Black. We have had the situation placed very clearly before us. 


Mr. Buack: Will you forgive me, senator, for even trying to suggest that if 
the Senate Committee allow their recommendations in regard to solving the rail- el 
way problem of Canada to be limited to railway operation alone, and omit any — 
reference to the other on the ground that they have no jurisdiction over it, ie 
think they will fail to take advantage of an opportunity of impressing on the 
provinces the tremendous importance of working with the federal authorities 1 in 
an effort to secure some fair highway traffic regulations for the railways. 

May I mention one other thing? 

Hon. Mr. Roprnson: If the Dominion cannot do anything to regulate 
highway traffic, it ean do something to relieve the railways and give them a 
chance to go in and compete. : 

Mr. Buacx: Oh, yes. 

Hon. Mr. Cauprr: As we have done in the agreed charges. 

Hon. Mr. Roptnson: They may be able to go further. 

Mr. Buacx: Yes, the agreed charge is absolutely an example of that, becau 
it does give the railway a leverage in competing. But I would urge very strong! 
that the Senate Committee express the hope, at all events, or recommend to the 
Government that it take up this question immediately with the provincial 
authorities. 

The CHAIRMAN (Right Hon. Mr. Graham): You would have to have som 
one take it up with several governments. ~ 

Mr. Buacx: As far as I have followed it, there are two provincial gover 
ments that have insisted fairly strongly on their jurisdiction over the highwa 
—Ontario and Quebec. I do not know that the others have done so. 

Right Hon. Mr. Mrichmn: They have all done so. 

{[Mr. Harvey H. Black. ] 
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Mr. Buacx: But I came across an instance where the provincial authorities 
did have an opportunity of deciding as between the railway and truck competi- 
‘tion. I saw a small item in the paper some time ago and followed it up. 


Hon. Mr. Cauprr: See, Mr. Black, the truck and the bus are here to stay. 
‘ They provide a great public service. Do you think the local governments of 
this country are going to place such restrictions on the use of the bus and the 
truck as to increase the cost of transportation to the public? 


‘ 


, Mr. Brack: Senator, my answer to that—amt that point was raised by a 
‘witness a short time ago, who said he would not interfere with the public getting 
transportation at the lowest cost possible—is that that was very short-sighted 
-and absolutely unsound. I do not believe for one moment the public themselves 
will benefit if you permit service below cost by anyone. I think in the long run 


it is hurtful to the community. 
Hon. Mr. Cauprr: Won't that correct itself in the course of time? 
Hon. Mr. Buacx: No, I don’t think it will. 
Hon. Mr. Cauper: You know it will. 
Mr. Buacx: No, senator, it may be a long time. I do not think that should 
be allowed to run so long without control. 

Hon. Mr. Cauprr: What do you mean by control? 
i Mr. Buack: Control of rates, wages and the hours of the men working 
‘on the trucks. The railways are so important to Canada that I do not think 
“we can afford to let them be hurt by unfair highway competition, and I do not 
‘think the highway can afford it either. 
} Hon. Mr. Parent: Do you know of any business that can be run at a loss 
all the time? 

Mr. Buacx: Not all the time, but for a long time. 

Hon. Mr. Haire: I know of a business that has been run at a loss for a long 
| ‘time. Take the C.N.R. for instance. 
; Hon. Mr. Parent: Oh, that is supported by the Government. 
a The CHarrMAN (Hon. Mr. Beaubien): I think your plea, Mr. Black, is not 
“necessary here. We are all converted to that view. If it was made to the 
' Provincial Governments you would have something different. 
Hon. Mr. Cauprer: Then you would have difficulty. 
Mr. Buack: May I give one instance? 
The CuHatrmMan (Hon. Mr. Beaubien): I think we are very well convinced 
of that. 
: Hon. Mr. Rozinson: We would like to hear the instance. 
|. Mr. Buacx: The Lake Saint John Railway covers points on 226 miles of 
line between Dolbeau, Chicoutimi and other places in Quebec. There is some 
bus competition there, but two men applied to the Public Service Commission 
of the province of Quebec for permission to inaugurate a bus line which would 
‘be in competition. The railway said, “That is not fair. We carry passengers in 
‘the winter at a very great cost. If you allow additional competition to come in 
and take away the cream of the business in the summer, we are not going to 
be able to give an adequate winter sedvice.” 
ij Hon. Mr. Parent: You are now referring to the proposed line from Quebec 
City to St. Urbain. 
i Mr. Buack: Yes. 
_ Hon. Mr. Parent: The railways are not opposing it, because they have 
‘made application to the Public Service Commission with a view to having that 
Ine maintained by a subsidiary. 
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Mr. Buacx: What I was referring to was the application of two men to | 
run a bus line which would be in competition with the railways. But the Pub- | 
lic Service Commission denied the application on the ground that it was not | 
fair to the railway, and the railway came back and said, which I think is abso-} 
lutely sound, “We will operate a bus line on a shorter route than the 226 miles, | 
and will give you a service to Quebec $2 cheaper than we could give it by the | 
railway under existing rates.” So the railway provided this service and tried | 
to co-ordinate it with the railway service. e | 

The provincial authorities recognized the railways and treated them fairly | 
and refused to permit competition. So I do not think the provinces are so 
utterly hopeless in regard to the fair treatment of the railways. yy 

Right Hon. Mr. MeigHen: Do I understand you to say that if the Dominion | 
Government could take control of all this bus and truck traffic—and I think” 
there is a way in which it could—you would be in favour of government regu- — 
lation and fixation of wages and hours of work on the whole bus and truck | 
service of Canada? Do you think you would find a cure in that direction? 

Mr. Buacx: I think you would find a partial cure. 


Right Hon. Mr. Meicuen: What are you going to do about the primary _| 
producers? If by overriding legislation you are going to fix everything of that | 
sort, what kind of compensation can you make to the farmers? Are you a | 
on the road to Fascism? i 

Mr. Buacx: I do not think so, sir. | 


Right Hon. Mr. MetcHen: I think you are. Every time you regulate voll 
are loading the primary producers. 

Mr. Buacx: The only answer I would give to that is to refer to what theyll 
are doing to-day in England. If they can do it, we can, in fairness to the — 
primary producer— 

Right Hon. Mr. MricHsn: They are not seeking to fix all rates, fix all wages | 
and fix all hours. | 

Mr. Buack: I think the wage question is gradually working itself out, bel | 
cause the provinces themselves are putting in Wage regulations, 4 


am emphasizing is the fact that in every ate you take you put an addedial 
burden on the primary producer, who to-day is our principal problem. He is a | 
bigger problem even than the railway. 
Mr. Buack: I quite grant you that. : 
Right Hon. Mr. MeicHen: We could take control of all this traffic; we } 
could declare every highway in Canada to be for the general advantage of | 
Canada; we could say, “Here, we are going to put railway wages into effect on | 
the highways; ” but every time we would simply be making the lot of ng 
primary producer worse. 
Mr. Brack: Is it sound to say the primary producer cannot afford to pay 
a fair cost. ) 
Right Hon. Mr. Mriauen: He cannot afford to pay ten times what he | 
gets himself for the same kind of work, and that is what is being done to-day. | 
Mr. Buacxk: I am not suggesting putting the rates on the highways up to 
the rates on the railroad. | 
Right Hon. Mr. Mriaupn: You are going to cure everything by adding to 
some other cost. 4 
Mr. Brack: I still think it is sound that we should not permit transporta- | 
tion at less than a fair cost. | 
Right Hon. Mr. MetaHren: You had better run the farms too, then. 
Hon. Mr. Hata: Eighty cents for wheat! 
[Mr. Harvey H. Black.] 


RAILWAY CONDITIONS 321 


Hon. Mr. Buacx: Order! 


The Wirness: In the table on page 12 I show that passenger traffic has 
been hurt much more than freight traffic. 


- Hon. Mr. Catper: We know that pretty well too. We have got rafts of 
‘figures on that situation. 


: The Wrrnesss: I will not make any reference now to pages following that, 
‘namely, pages 13, 14, 15 and 16, which refer to conditions prevailing in the 
United States. i think they are interesting as ‘throwing some light on our 
‘Canadian situation. 


, By Hon. Mr. Robinson: 

ki Q. They are similar to ours, are they?—A. They are similar, to ours, except 
in one respect. They propose certain things with regard to railways in bank- 
‘ruptcy. That situation, fortunately, does not apply to Canada. But in other 
respects, as to co- -ordination and highway competition, I think the situation is 
‘identical with that in Canada. 


i Q. You said that fortunately that condition—of railways being in bank- 
‘ruptcy—does not apply to Canada. May I ask what your view would be if it 
‘did apply to Canada? If defaulting railways in 1918 to 1921 had been placed 
in the hands of receivers, would we have the same question before us to-day? 
—A. Senator Murdock, when I mentioned regulations or proposals with regard 
‘to financial reorganization, these were mostly ‘technical ones, facilitating various 
‘groups of railways getting together or the cutting down of first mortgage bonds 
‘and so on, fixed charges. It is a matter of internal reorganization of the financial 
eatin ‘of the railways. 

_ May I go on to page 20? It deals with the importance of the railways 
rom he public standpoint. I give two or three instances there of the tremendous 
alue of our railways in connection with the development of mines and other 
things. 
Hon. Mr. Catprr: That is self-evident. I am sure every member is cog- 
‘nizant of the fact that our railways are the life-blood of the country. The 
‘country cannot exist without railways. 


' The Witness: I just use these as illustrations of what I feel is very import- 
ant, that we should do nothing to hurt our railways purely because one is showing 
: deficit and the other is not paying dividends on its preference and ordinary 
I worked out a few figures, on pages 20 and 21. 


By the Chairman (Hon. Mr. Beaubien): 


'  Q. For what purpose, Mr. Black? That the country needs railways is 
evident to everybody.—A. There is a feeling in the public mind, amongst a good 
|many people, that because in 1937 we had to take out of public funds $42,000,000 
(to pay the difference between what the Canadian National earned and what its 


he Canadian National is not much of an asset ‘to Canada and that we had betien 
as someone said, sell it to a private company for $1. 

Right Hon. Mr. Mricuen: Of course, that is all nonsense. 

Hon. Mr. Cauprr: You did not hear that in this Committee. 

| The Wirness: I refer, on page 20, to the Noranda mines. In the last eleven 
| years they have produced gold and copper to a value of over $150,000,000 and 
aid out in dividends $48,000,000. Yet all that wealth was dependent upon the 


ilding by one of our railways of 44 miles of spur from Taschereau, I think, 
‘to Rouyn, at a cost of $3,250,000. 
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By the Chairman (Hon. Mr. Beaubien) : 


Q. Is it not a fact that nearly all our mines have been discovered on account 
of extension of the railways throughout the country? 


Hon. Mr. Caper: And, now, through the air. 
Hon. Mr. Parent: Miners are not found in the air. 


Hon. Mr. McRag: No, but men and materials are transported to mines: 
through the air. 


The Witness: On page 21 I refer to the Hudson Bay Mining and Sreltinil 
Company. About $60,000,000 has been invested in it, and nearly $25,000,000 of. 
new wealth comes forth every year. Yet the Canadian National line, the opening” 
of which was essential to the birth and growth of the mine, cost only $9,000,000— 
to construct. That line does not pay yet, it adds to the Canadian National’s 
deficits, and yet from the public standpoint I think we can well afford to pay 
what ‘that line loses. 


By Hon. Mr. Haig: ’ 

Q. I know that mine. I just wonder if what you say is true. Who made the 
profit out of that mine?—A. I do not think there has been much profit made yet. 

Q. The New York man who bought it originally made the profit, and 
nobody else. All you are getting now for every dollar you put into it is interest. 
on your money.—A. Plus a tremendous amount of labour. 

Q. But the men are giving service for that. The man who made the profit 
out of that mine is the man who bought it originally. 

Hon. Mr. Parent: And now the Bank of Canada gets gold from it for the 
benefit of the country at large. 

The Wrrness: I think in the case of every mine in Canada, whether thal 
stock in it is owned outside Canada or not, there is first of all a large investment. 
Some $60,000,000 has been spent on that line, every cent of it in Canada. 

Hon. Mr. Haic: He paid about $1,000, 000 to the original discoverer and b 
getting the railroad. in there his property became worth $15,000,000. He is the | 
man who should have built the railway, and not we people of Canada. That 1 is 3H) 
my contention. And the same is true of Noranda. 

The Witness: Except that at the beginning there was no profit. 

Hon. Mr. Hata: Why should I, a taxpayer, build a railroad in order that 
Whitney of New York might have the value of his investment raised from 
$1,000,000 to $15,000,000? a 

Hon. Mr. DanpurRAND: What has Canada received 1 in return? q 

Hon. Mr. Hare: Nothing. 

Hon. Mr. Danpuranp: I will not admit that. 

Hon. Mr. Parent: It is a big asset for the railway. 

Hon. Mr. Hara: It is not a big asset for the railway. 

Hon. Mr. Cauprr: It is a big asset for the country, no matter where the 
capital comes from. 

Hon. Mr. Murpocx: Mr. Black’s memorandum—I do not know whether 
is correct or not—says: “Some $60,000,000 has been invested in it, most of 
coming from outside Canada, and nearly $25, 000,000 of new wealth comes fort 
each year. That mine is known, in every mining circle in the world, as ‘Hudsot 
Bay Mining & Smelting,’ and the absolute condition of its birth and growth wa 
a branch line of the Canadian National Railways, that cost $9,000,000 to ¢ 
struct, and does not yet pay. Would you call that deficit in operating cos 
debit or a credit item for Canada?” We all know that wealth would not hi 
been produced if we had waited until Whitney of New York had built a vail 

[Mr. Harvey H. Black.] 
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Hon. Mr. Hate: The point is that we do not get the wealth. The fellow 
_ who owns the mine gets the wealth. 

i Hon. Mr. Cauprr: Let me tell a story. I know that country. I was on 
_ the spot in the year 1917— 

| The CHairMAN (Right Hon. Mr. Graham): Only once? 

4 Hon. Mr. Cauper: Just once. I visited the little mine, which in those days 
» was called Mandy copper mine. A man by tke name of Robinson was the 
_ manager. I was intensely interested in it. It was far away from civilization, 
_ there being no railway nearer than 90 or 100 miles. They were operating a 
_ perfect little plant there, with the most modern machinery and electric light. 
_ Remember, this was during the war days. In the winter months they hauled 
_ the ore by sleigh 90 miles to The Pas and sent it up to Trail to be smelted, and 
their net profit was in the neighbourhood of $50 a ton. 

4 Hon. Mr. Horsry: Were the Mandy owners Americans or Canadians? 
Hon. Mr. Catprr: Americans. 

Hon. Mr. Hate: Whitney bought them out, took an option on the mine. 
Hon. Mr. Buacx: I wonder if Mr. Black has anything further to say about 
_ these alternative schemes. We have had all this before. It is very interesting, 
; I admit, but time is short. 
: 


Hon. Mr. Hata: Is this whole brief going on the record, or just what he 
' says? 
Hon. Mr. Srnciair: The whole thing. 


Hon. Mr. Hate: Then I want to check him about the bottom of page 21, 
where he deals with what he calls the railways’ subsidy to wheat growers. 


; Hon. Mr. Danpuranp: Would you allow Mr. Black to read that’so that 
: we may know what it is about? 
: The Witness: It reads as follows: — 
q Just one more reminder of our ,debt to the C.P.R. and the C.N.R. 
; It is well known that in Canada existing grain rates are the lowest 
¢ relatively of any country in the world. For an area that extends from 
the far west to the eastern terminal of the Hudson Bay Railway, grain 
rates are to-day in force that date back to the original Crow’s Nest 
4 agreement of 1897—42 years ago. I have asked railway men for estimates 
q as to what subsidy the railways are paying to our wheat industry in 
i providing transportation at excessively low rates. The answers have 
j run—for an average wheat crop—from $20,000,000 to $30,000,000 a year. 


One railway man gave me an estimate of $20,000,000 and the other gave me 
an estimate of $30,000,000. 


By Hon. Mr. Haig: 
Q. You say in your statement that in 1937 there was a falling Of in railway 
transportation which was partly accounted for by a short wheat crop, and last 
year the same thing was true—A. I am not suggesting that the railways do 
not make a profit on the grain transported when there is enough of it. The 
only point I am raising here is the difference between what some railway men 
consider a fair rate, in line with the rates paid on many other Coe 
and the rate which is actually paid on wheat. 

Q. Why should the farmers of Western Canada be picked out to aie the 
extra rate? According to what you have here, that would mean 10 cents a 
bushel on last year’s crop. 


By Hon. Mr. Dandurand: 
Q. How does the rate charged by Canadian railways compare with the rate 
| ior hauling grain on parallel lines across the border?—A. Railway men tell me 
that the Canadian rate is considerably lower than the American rate. 
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Hon. Mr. Murpocx: What percentage? 


Mr. Buacx: I do not know the percentage, I think it varies. That is a 
question I am not competent to deal with. Railway men would be able to 
tell you that, naturally. 

Hon. Mr. Haic: But your suggestion here would mean that there are 
payments to the West of practically $20,000,000 or $30,000,000. 

Hon. Mr. Danpuranp: I do not think so; but it may be explained to the 
West what the whole country is doing for it. 

Hon. Mr. Haia: But the railroads are making a profit. They made a 
profit last year on handling western grain. Why should that profit be increased 
to help carry the load for the rest of Canada? 

Hon. Mr. Danpuranp: I should like to be informed on that point as to 
the rate of interest or profit the railways are making. 


Hon. Mr. Hucussen: He was not suggesting what Senator Haig objects to. 
All he is pointing out is the value of the railways to Western Canada. 


Hon. Mr. Hata: They are making a profit at the present rates on grain. 


Hon. Mr. Hucrssen: If you charged similar comparable rates in Western F 
Canada— : 
Hon. Mr. Hate: If you increased the rates in Ontario and Quebec there ~ 
would be no deficit. @ 
Hon. Mr. Ropinson: The railroads must be very well managed if they can 
haul western grain at lower rates than those charged in the United States. 
Mr. Buack: Senator Haig, I should be very glad to add to this statement 
if you think I am suggesting the wheat rates should be raised. I am not. I will 
say this: I would not for a moment suggest that the existing wheat rates should 
be raised. The only reason I am mentioning the $20,000,000 or $30,000,000, or 
whatever it is, is just to show one aspect of the benefit in millions of dollars — 
of our railways to Canada, and to measure that up partly against the deficit 
on the C.N.R. I will say the very same thing for the C.P.R. a 
Hon. Mr. Murpocx: You are not implying that perhaps the rest of the 
people of Canada are subsidizing the wheat growers of Western Canada— 
Hon. Mr. Hata: That is the suggestion I object to. 
Hon. Mr. Murpocx: —because they are giving the growers a lower haulage 
rate for their wheat than exists immediately across the border? 
Mr. Buacx: Just as the taxpayers of Canada are subsidizing the coal 
miners of the Maritimes. And I would not vote for that subsidy being removed _ 
having regard to conditions there. Just in the same way, I would not vote 
for a reduction of the wheat subsidy. 
Hon. Mr. Hata: But the railways now are losing money on the coal they 
are handling from the Maritime Provinces, and there is a subvention to make 
up the loss to them. But on the wheat handling the railways are making a 
profit now, which you do not seem to realize. 
Hon. Mr. Parent: But you would be making more profit. 
Hon. Mr. Hata: Anybody could say that. a 
Mr. Buacx: That is the point, they would be making more profit. But I 
would continue to have the railways of Canada give this subsidy to the wheat- 
growers. | a 
Hon. Mr. Hate: But it is not a subsidy. The railways are making a profit. a 
Right Hon. Mr. Mzicuen: When you get to the word “subsidy” you are 
wrong, but otherwise I see your argument. = 
[Mr. Harvey H. Black.] 
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The Cuatrrman (Hon. Mr. Beaubien): Mr. Black, what you intend to say 
is that the railways extend to the farmers in the West the advantage of the 
lowest transportation rates? 


Mr. Buacx: Yes. I will withdraw that word “subsidy”, Senator Haig, if 


- you wish. I did not mean it in that sense. 


Hon. Mr. Hata: What the chairman says is right. 


Mr. Buacx: On page 22 I have a reference to the facts that Canada was 
not likely to go bankrupt or be forced to repudiate interest on its loans on account 
of the railways. In the final paragraph on page 22 I have made a reference to 
this fact, which I think is important from the public understanding of the 

_ railway problem. 

Between 1917 and 1931, according to the Duff Commission report, $677,- 
000,000 was spent on the Government railways. Some of that expenditure has 
been criticized, and I have nothing whatever to say about that. A great deal 
of the money was spent in order to bring them together and integrate them. 
When you have practically five systems and bring them into one, you can 
understand how there was a lot of expenditure involved in doing that. But in 
contrast to that terrific capital expenditure I just want to point out as a matter 
of relieving part of the public anxiety. I have noticed in a great many speeches 
and editorials dealing with the railway question there has been an assumption 
that that terrific expenditure which was going on up to 1930-31 was to be 
continued. We were spending annually $50,000,000 on the C.N.R. on the aver- 


age as well as the $40,000,000 or $50,000,000 deficit. 


Right Hon. Mr. MricHen: What authority have you for saying that 
expenditure was necessitated for integration? 

Mr. Buacx: I say a portion of that was necessary for integration. 

Right Hon. Mr. MetcHen: You are not telling us what proportion of it 
was necessary for integration. 
Mr. Buacx: That would be impossible for me, naturally. 
Right Hon. Mr. Mztcuen: It would be very small. 
Hon. Mr. Danpuranp: You can perhaps ask the Canadian National officials. 
Mr. Buacx: In contrast to that and as something which I think we may 
reasonably look upon for the future, the expenditures have got to the basis that 
is sharply downward. The real capital expenditure, technically, was a million 
and a half a year for the period of four or five years up to 1936-37, as against 
an average of $45,000,000 in the earlier years. So the pace of spending, I should 
like to urge, is tremendously reduced, and therefore the cost to us of the public 
system. 
May I read the last two pages? 
The CuarrMan (Hon. Mr. Beaubien): What do they refer to? 
Hon. Mr. Parent: Publicity and propaganda. 
Hon. Mr. Buacx: Give us your views, Mr. Black, without reading all that. 
The CuHarrmMaAn (Hon. Mr. Beaubien): Give it to us in a concise way. 
Hon. Mr. Murpocx: Could we not get it quicker by his reading the two 


Hon. Mr. Danpuranp: Read the two pages. 
The Cuarrman (Hon. Mr. Beaubien): Give us an idea of what you are 
driving at. 
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Mr. Buack: I am driving at the need of keeping the public informed as to ~ 
the railway situation—all kinds of publicity, propaganda, and so on. I should 
like to place myself on record in closing, and I can do it more easily by reading | 
these two pages. , 

Hon. Mr. Cauper: Hop to it. 

Mr. Buack: 


RAILWAY PUBLICITY AND PROPAGANDA 


Before closing this comment on certain phases of Canada’s Railway — 
Problem, I would like to urge the discontinuance—in public discussion — 
of the railways—of discrimination and recrimination against either the _ 
C.N.R. or the C.P.R. We have with us, willingly or unwillingly, the — 
two systems, embodying public ownership and private ownership, and © 
I am convinced that the two-fold solution I have suggested has an — 
identical application to the one as to the other. Proponents of unifi- — 
cation have no excuse for “knocking” the C.N.R., nor have opponents — 
of unification any justification for condemning the C.P.R. and seeking © 
to penalize it just because sponsorship of unification is fairly closely — 
bound up with the private company. Either course only serves to be- ; 
cloud the issue and to make its solution more complex. : 

Once again. I would urge that our railways should be looked upon — 
objectively, impersonally, as our most essential public utilities insofar as — 
service is concerned—and with a past record of usefulness of a high © 
order. One of the most valuable of these is in the “pioneering” past. 
The C.N.R. inherits the mantle of the old Grand Trunk of more than . 
eighty years ago—in Eastern Canada. The Canadian Pacific, from the 3 
early eighties—the outcome of a ten-year programme of massive pro- ~ 
portions fully completed in one-half that time. It was well that the — 
Duff Commission laid stress on this, when it spoke of the “faith, courage — 
and wmvincible energy” that the Company’s administrators had brought — 
to the task of building its lines through the undeveloped West; an — 
enterprise that it declares “became a national asset of acknowledged 
value and importance to the Dominion.” e 

And here might also be included an answer from the same report that — 
is applicable to so much of the ill-considered criticism of C.N.R. manage- — 
ment as responsible for the creation of a heavy charge upon the public © 
treasury: “Following upon the consolidation of many lines into the Cana- _ 
dian National system, in 1923, the railway has been energetically admin- — 
istered, and has deservedly won approval by its success in welding together 
the various working forces of the separate companies in the consolidated 

system.” 


NrED oF KEEPING THE PUBLIC ADEQUATELY INFORMED : 


I have referred to some phases of the “public interest” as a vital | 
factor to be considered in working out a railway solution. These include % 
the present or probable needs for retaining or providing for transportation — 
facilities required for the development of our natural resources. In — 
another direction, it is important that the “public interest” be served, — 
namely, in keeping the public well informed on progress being made — 
towards solving the railway problem, and on various plans that may be ~ 
suggested and perhaps adopted. “Unification” has not lacked for spon- 
sorship; “Co-operation” and its progress (such as it was) had little 
sponsorship. Moreover, defence of the Canadian National is rendered 
the more difficult just because it is a public railway. Obvious obstacles 
face defence by the officials of the C.N.R., while a championship by a 


[Mr. Harvey H. Black.] 
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_ government as a trustee for the public runs the risk of being discounted 
as “political”. Some suitable settlement must be worked out, however, 
else the “railway issue” will become one-sided and the general public 
_ be deprived of sufficient information to enable it to view the case in 
proper perspective. 

One instance will suffice to make clear the logic of raising this 
point. Propaganda was directed against recent decision to build a terminal 
for the Canadian National Railways at Montreal. There were obviously 
two sides to this proposal; only one was presented publicly. 


a 
’ 


’ Some hon. Memsers: Oh, oh. 


_ Mr. Buacx: I should like to carry the subject of publicity campaigns in 
our of one plan or another one step further. In the event that the Senate 
mmittee adopts any plan (for solving the railway problem) and Parliament 

ses legislation—new or amending—is it too much to assume that, in the 
terests of the success of such a plan, neither party to it should consider them- 
ves free to carry on a campaign of publicity in opposition to it and in support 
ome other plan during the period of the experiment? 


Wuo e-Heartep Co-oppration (Minus a “CampaiGn’’) 


I would like to carry the subject of publicity campaigns in favour of 
one plan or another one step further. In the event that the Senate Com- 
mittee adopts any plan (for solving the Railway Problem) and Parlia- 
ment passes legislation—new or amending—is it too much to assume that, 
_ in the interests of the success of such a plan, neither party to it should 
_ consider themselves free to carry on a campaign of publicity in opposition 
to it and in support of some other plan during the period of the experiment? 


Hon. Mr. Hate: You will have to have Fascism in Canada to stop it. 


a Mr. Black: 

a Would whole-hearted zeal towards any railway experiment—any 

' partnership between the C.N.R. and the C.P.R.—be possible under these 

conditions? Would it be consistent to carry on—simultaneously—a cam- 

paign to destroy public confidence in a plan that Parliament had enjoined 

_ upon the two railway systems, by proclaiming its failure from the start, 

and by advocating the adoption of some other plan? One is tempted to 

quote, “Ye cannot serve God and Mammon.” 


Tam not suggesting any divine qualities in either plan. 

hen I make a reference to the fact that under co-operation as conducted 
Canadian Railway War Board, the net profits of the private company per 
were the largest in its history, and that with $90,000,000 less gross revenue 
16 than it had in 1928 it came within about $1,000,000 of earning the net 
profits earned in 1928. 

I would like, before closing, to say a word directly as to “Unification,” 
_ for this proposal, owing to the ability and persistency of its advocacy, has 
_ become the spear-head of the railway discussion for several years past. 
_ During these years, I have watched with the deepest interest the intense 
struggle that was being waged before the public. In the main, the larger 
_ campaign has been limited to Unification. Despite that advantage, it has 
_ impressed me as failing to make the necessary headway against a strong 
_ under-current of opposition throughout the country towards the phase of 
“monopoly” that was thought to be involved. This result, at least as it 
appeared to me, served to strengthen my early conviction that an almost 
- insurmountable barrier lay in the way of its acceptance by the public at 


328 SPECIAL COMMITTEE 


large and by Parliament. Nor was this conclusion weakened by the recen’ 
admission of some leading advocates that only through the extreme o: 
emergency step of the formation of a “National Government” could th 
necessary legislation be pressed through at Ottawa. 

As for myself, feeling that any railway plan that embodied some form 
of monopoly would have no chance of being placed on the statute books, 
I have sought for something that would not be too radical a departure 
from the present experiment, but would provide a competent outside body. 
on whose fairness both railways could rely, while the automatic element 
of reference to a tribunal would remove that “contentious” element that 
has been objected to in the present “Canadian National and Canadian 
Pacific Act.” 

Hence, I would urge that some measure like “Supervised Co- operation 
be adopted as the most effective plan for immediate results in lessening 
duplication and creating savings, with a fair form of regulation of highway 
competition as a means for the recovery of much of the traffic that has 


been lost in recent years. Fg 
Hon. Mr. Bucuanan: Mr. Black, I want to be clear about that tribunal 
you propose. It would not have any compulsory powers. 4 


Mr. Buacx: No. | 

Hon. Mr. BucHanan: Do you think it would get very effective results? 

Mr. Buack: I think it would have very effective results without calling upon 
compulsion. 

Hon. Mr. Caper: Would you state in a few words the difference betwee 
your suggestion and what now exists? You speak of a supervised co- operative 
plan. What is the difference between your supervised co-operative plan and the 
method of co-operation that now exists? 

Mr. Buack: There would be two bodies working on co-operation in future 
where only one body—the railway—is working on it to- day. ie | 

Hon. Mr. Cauprr: But the one body of yours would still consist of official 
from both railways. 

Mr. Buacx: No. Perhaps I have not made that clear. My idea woulda 
that the majority on this co-ordinating tribunal would not be railway men) 
Perhaps one from each railway would be quite sufficient, but the majority wou 
be men appointed from the public standpoint, if you like. ap 
. Hon. Mr. Caupmr: And they would have back of them the same interest ai) 
the officials who are now operating to secure economies. Without compulsior 
somewhere how are you going to get any different results? i 

Mr. Buack: Public opinion. 


Hon. Mr. Cauprr: We have public opinion enough in this country. That i i} 
why the public are asking from every corner of Canada for “Co- -operation 
Co-operation! Co-operation! Why in the world don’t you co-operate?” 

Mr. Buackx: There are two kinds of public opinion: one is intelligent publi) 
opinion, and the other is public opinion that is not provided with | 
information. é 

Hon. Mr. Carper: How are the public going to get that information 

Mr. Buack: From beginning to end of the last five years not one person sit. 
side of the railways has known of any plan, so far as I know. They have no) 
known which railway proposed this plan or that, and they have said that whil yi 
the railways are doing everything they can they have saved only a million ani 
three-quarters. 

Hon. Mr. Cauper: How would you provide that information? 

[Mr. Harvey H. Black.] 


cr. RAILWAY CONDITIONS 329 
R _ Mr. Brack: By publishing periodically a list of every proposal that was 
assumed by the railways themselves or this tribunal. 

Hon. Mr. Caper: What does a man who lives in the Peace River district 
know about a co-operative effort in Saint John, New Brunswick? 

__ Mr. Brack: He knows whether there would be a real effort at co-operation 
‘between the railways. I do not know whether any of you feel, as I do, that 
the railways working for five years and saving a million and three-quarters, is 
; good deal of a joke. I think a great deal of the difficulty has been that 
there has been no deciding body, no referee in cdse of dispute here and here 
and here. And how can you settle a dispute? You refer it to a deciding body. 

That has never been done. One reason for that is—and one of the chief 
Bi inesses brought this out in evidence—that “we do not want to disturb the 
relations between the other company and ourselves, because we do not want to 
i ave the onus of taking the initiative in referring this plan on which we 
disagree to a deciding tribunal.’ Under the plan I suggest it would be auto- 

natically referred. If the railways cannot agree on this and cannot get ahead— 
} Hon. Mr. Catprer: But you must not forget that to-day the tribunal has 
power to give decisions as to what is to be done; but under your plan there is 
| nobody to give decisions. 

_ Mr. Buacx: I would like it to be made clear—I may be wrong in that— 
meer the reference to the arbitral tribunal of a dispute carried with it not 
‘only a decision but the authority to impose a decision on the railways. Is that 
right? ; 

i. The CuarrMAN (Hon. Mr. Beaubien): Yes, that is right. 

Hon. Mr. Catper: But I cannot for the life of me see where the system 
‘you propose for dealing with co-operation differs in any essential feature from 
what we now have. 

__. Mr. Buacx: Except the deciding body coming into it to settle disputes. 

a Hon. Mr. Cauprr: But if there is a dispute between them and one side 
says, “We won’t do that,” and it is referred to this committee, are you any 
further ahead? 

_ Mr. Buacxk: Yes, you have public referees coming into the situation. 
Hon. Mr. Carper: With no power. 

Hon. Mr. Rosrnson: I understood they had power. 

Hon. Mr. Carper: No. There is no compulsion. The referee cam sit there 

d hear the two sets of officials give their evidence again, but he has no 
wer, and the board of five would have no power to decide anything. That 
is the proposal. 

_ Hon. Mr. Hate: Mr. Black, you spoke about the force of public opinion. 
presume that you know the railroads agreed to abandon that line there and 
this line here (indicating on map) and that the only publicity with respect to 
that was what appeared in the two Winnipeg papers, and all that appeared 

ere was the objections of the people living along the line. 

Hon. Mr. Carper: As there would be objection, naturally, in every case. 
Hon. Mr. Horsry: Have you made any estimate of what. the revenue 
would be to the railways if trucks and motor cars were regulated? 

Mr. Buacx: No, I haven’t, because that would depend entirely on the 
extent of the regulation. 

r Hon. Mr. Cauprr: There is one matter I certainly want cleared up before 
Mr. Black goes. At the bottom of page 8 you say; “Unified management only 
way—contest for control.” Now, you speak of the proposed basis upon 
h the board of directors would be set up. You understand, of course, that 
nly tentative, only a suggestion. 
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} 


Mr. Buack: Yes, sir. 


Hon. Mr. Cauper: I will not read that paragraph, but in the next paragraph | 
you say:— 
For unified management is not an ordinary merger, a consolidation 

of two independent systems into one unit. Where two corporations mergg 

a new corporation usually is born with the old security eliminated and 
replaced by new; the two old individualities eliminated and replaced by 

a single new one. There is no reason why the old antipathies and 
jealousies between competitors should then survive. 


Which is all true. 


There will no longer be the interests of “A” or the interests of “BY 

—the interests of “C” alone exist. Hence the two groups can work | 
together freely; even with enthusiasm. q 

Now, on the next page you speak of the two railway companies continuing | 

to exist with their presidents, vice-presidents and all their chief officers. That iS 
at the top of page 9. b | 
The nate oe you Sails by this eee is that they all continue | Ci 


to hold everything they ian and so on. Now I read the next Araceae ~ 
The semi-unified plans suggested— 
Mr. Buack: May I interrupt—not the same, but lessened. There is 
diversity, but I think a lessened diversity of interest that would apply 
co-operation on any large scale. 
Hon. Mr. Cauper: We will agree to that. ° 


The semi-unified plans suggested would be difficult enough—excee 
ingly difficult to ii mantie: ee two Syete were ay) owned. | 


difficulty. The vital point for Bach would be control of mnanagemaian 
and the scramble for control of the five neutral members on the Ma 
agement Board is suggestive to me of something that might easily 
prove to be one of the most unholy spectacles in the railway or political 
history of Canada. ae 


I think that is all. mat 
As against that, I want to read from the evidence given before this Com- | 
mittee last year by Sir Edward Beatty, dealing with that point. You will find 
it at page 550 of the record of our proceedings of last session. I want to re 
this carefully, because reference has been made several times to what the. 
proposal as regards unification really means, what the effect of unification | 
would be. I make it perfectly clear again to this Committee that I am n¢ 
advocating unification, but I do wish to have the question put squarely befo: 
us, In an understandable way. And I must presume that when Sir Edw 
Beatty makes this statement he makes it with a view to stating what : ; 
understands unification would mean. Mr. Biggar was cross-examining him: al 
Q. Do you mean there would not be a difference, so far ag 
Canadian National system is concerned, through unification?—A. 

there would not be a difference. 


_- 


Evidently they were talking about something else. 


Q. Now, turning to the position of the Canadian Pacific sharehol 
and bondholders, I suppose your view would be that the effect of th 
economies eee be Pa ebay as ee so far into the future that 


[Mr. ee H. Black.] 
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indefinite time in the future?—A. I think so. And I would also say that 
_ there would be no difficulty, or there should not be any, if they believe 
_ their directors, in getting their approval of this kind of agreement. 


_ Sir Edward there is referring to the agreement that must be made with the 
- Government with respect to earnings and savings resulting from unification. 
‘He goes on:— 
Here is the situation. The Canadian Pacific has $335,000,000 of 
common stock outstanding, par value; and preference stock of 
$137,000,000, non-cumulative preference stock, 4 per cent. That is a 
total of $472,000,000. Now, those are held by stockholders in the com- 
pany, and they have a right to approve or disapprove of the agreement. 
But let us assume that their approval would be given to this, because 
of the advantage to their properties and earnings by this unification. 


That is, Sir Edward Beatty assumes that an agreement would be entered into 
between the Government of the day and the Canadian Pacific Railway with 
' regard to disposition of earnings and savings that are made through unification. 
- He assumes that the common stockholders and the preference stockholders would 
a their stamp of approval on the agreement. 

Q@. And the reason that they would likely agree would be that, having 
regard to these economies, they could look forward to receiving a return on 
those shares indefinitely ?—A. Exactly. They would regard their future 
as more secure. 

a Q. For a lifetime, if not longer?—-A. Then we have other securities. 

‘= We have debenture stock, which is a statutory first lien on the assets of 
the company, by amendment to our charter made in 1899. And we have 
bonds to the extent of $150,000,000, which are all secured by deposit of 
this perpetual debenture stock. They together amount to $446,000,000. 


Now, in addition to that, of course, we have equipment obligations . . . 

Bind so on. T do not think I need read that. A little further down he says:— 

a I would see no difficulty in getting the approval of every form of 
security holder of the Canadian Pacific, because in the last analysis his 
position is improved by the improvement in the future earning power of 
his own company. So I do not look for any difficulty in that place. As 
you know, under our Debenture Stock Act—and that is where we are so 
easily placed—in respect of this debenture stock, if we fail to pay interest 
due for a period of more than ninety days, those men become stockholders 

-and they take over and vote and control the company. There are no pro- 
ceedings, legal or otherwise, required for that. So ours is a simple situation, 
due to the terms of our charter. 


__ There is just one other brief extract I want to read. I remember the occasion 

when I asked these questions. At the bottom of page 553:— 

Q. Sir Edward, your suggested plan, as I understand it now, would 

be this. In so far as all your chief officers are concerned, they would drop 

having the idea that their system is in competition with your system? 

a Hon. Mr. Carper: Do you understand that, Mr. Black? 

F ~The Witness: Quite so, sir. 

Hon. Mr. Carper: Sir Edward’s reply was: “Completely.” And the next 
yuestion and answer were:— 

i Q. That would be dropped?—A. That would be the effect. 


_ Hon. Mr. Rosinson: He might be wrong about that. 
_ Hon. Mr. Caper: I doubt it. 
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Then I asked him, as appears at the top of page 554:— 
Q. And you would approach the problem from this standpoint, you 
would have only one set of officials, with so many thousand miles of rail- — 
way, and the idea of those officials would be to put every part of the 
system in shape, regardless of whether it belonged to the C.P.R. or to the © 
C.N.R., so that they can give the best service at the lowest possible cost. 


Do you understand the import of that, Mr. Black? 

The Witness: Yes, quite so. 

Hon. Mr. Cauper: The two systems would be operated as a whole, with but 
one object in view, the saving of money and making of earnings. Sir Edward’s 
reply to that question was:— 

A. Exactly; that is the idea behind the scheme broadly. 
Then I put these questions:— 

Q. At present, according to the evidence we have had in connection’ 
with co-operation you have two sets of officials who desire to effect econ- 
omies, but who always have in the back of their heads the idea, “Well, now, 
this is our railway, and the other is their railway, and we must be very 
careful not to let this go and that go, and so on.” That is the difference 
between the two situations?—A. Yes, sir. 

Q. So far as the actual handling of the situation is concerned?—A. 
The human approach to the problem is entirely different. 


The point I wish to make is this. I doubt very much Mr. Black, if you have 
- taken fully into consideration what the result of unification, as pictured, would 
be. According to the evidence given to us time and time again, the result of 
unification would be the putting of the two systems together in such shape that 
they could never be unscrambled, that it would be an arrangement in perpetuity. 
I strongly incline to the view that in your memorandum you hold the idea that 
the two identities would continue to exist, and that the old struggle between the 
two sets of officials would go on. is 
Hon. Mr. DanpuRAND: Would you allow me to add to that question a refer- _ 
ence to a feature that was not covered by Sir Edward Beatty? He said that the 
efforts of the united railways, under unified management, would be to get financial 
results and make the companies pay. But there is one thing which would per- 
haps affect the relations between the two groups, and that is the difference be- — 
tween the two points of view, one looking to the creation of earnings and the 
other looking to public service. 
The CHatrMAN (Hon. Mr. Beaubien): It is one o’clock. ak 


Hon. Mr. Hate: Before we adjourn, I want to mention a matter. The other 
day I asked Mr. Fairweather to get me some information, and he promised me | 
that it would be got. I have not received it yet, and on inquiry I find that the | 
Committee has not received it. | 

Hon. Mr. Danpuranp: Mr. Fairweather is here, and he will be available 
at the next sitting. sal 

Hon. Mr. Hara: But I want to cross-examine him on that information. 

Hon. Mr. Danpuranp: I do not know what my honourable friend asked — 
for, but he might see Mr. Fairweather as we leave the room and get him to | 
provide the information. Al 

Hon. Mr. Hare: I did see him and he told me that he did not have the 
information for me, but that he has given it Colonel Biggar. Now, Colonel — 
Biggar is not here at the present time, and I am without the information. I 
think that, as a matter of courtesy at least, Mr. Fairweather should have given q 
me a copy of what he gave Colonel Biggar. 

[Mr. Harvey H. Black.] 
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_ Hon. Mr. Danpuranp: But of course it was for the committee that my 
honourable friend was asking that the information be supplied. He is entitled 
to a copy, if Mr. Biggar does not furnish the document to him. 

i The CHamman (Hon. Mr. Beaubien): Mr. Biggar will be requested to 
have a copy made. 

Hon. Mr. Danpuranp: Probably Mr. Fairweather may have a copy to 
hand to Senator Haig? 

Mr. Buacx: May I make one remark before,we adjourn, Mr. Chairman? 
-It will be one sentence. I agreed a good deal with the earlier part of Sir Edward 
_Beatty’s conclusions in regard to the shareholders and bondholders. I do not 
agree with the elimination of the two separate interests that would follow. 
Taking all he has said, I still would not be inclined to alter in one particular 
the conclusions which I have expressed here in regard to the extreme difficulty 
of having the two railways operated under that system. 

The CHatirMAN (Hon. Mr. Beaubien): The Clerk of the Committee hands 
me a letter which he has received from an engineer in Montreal who has 
asked to be heard. It reads: 

i“ May I appear this week before the committee of the Senate con- 
cerning the railway question? Please notify me one or two days ahead. 


< SERAPHIN OUIMET. 


This gentleman has written to me along the same lines. I want the opinion 
of the committee on the subject. 

Hon. Mr. Danpuranp: When Mr. Ouimet suggested that he be heard, I 
think he was told by Mr. Biggar to send in a statement, and then we would 
_ see if it would be necessary to call him. I think that should still be our stand. 
BY The CHarrmMan (Hon. Mr. Beaubien): Shall we then repeat that communi- 
‘cation to Mr. Ouimet? 

Some Hon. Mrempers: Carried. 

@ _ Whe portion of Mr. Black’s brief which ‘he had not read when the Committee 
adjourned yesterday afternoon is as follows:— 


3g RAILWAY RECOVERY ONLY ONE-THIRD OF BUSINESS 


Or again; the depth of the depression (for the railways), 1933, found rail- 
way revenues off no less than 44 per cent from 1926—down from $469,000,000 
to $263,000,000—while the business index had fallen only 20 per cent. 
Or, put it this way: from 1932 to 1938, railway revenue recovered only 
13-8 per cent, where business had recovered 42-8 per cent, that is, railway revenue 
ory in six years was not one-third the percentage of business recovery in 
Canada. 


EACH RAILWAY’S LOSS ALMOST IDENTICAL 


A study of the experiences of the C.P.R. and C.N.R. will make it clear 
“that in this phase of the railway problem, as indeed in most, each suffered 
_ almost identically; highway competition played no favourites. 

_ C.P.R. gross recovered 27-2 per cent from the railway depression low of 
-1933° to the high levels of 1937, while the C.N.R. showed a gain of 33-2 per 
cent—C.P.R. being up from $114 million to $145 million; C.N.R. up from 
— $148-5 million to $197-9 million. 

But, between 1933 and 1938, C.P.R. gross was up 24-6 per cent while 
CNR. gross was up 22:6 per cent—as against a business gain of 42 per cent. 
The contrast between 1932-1937 and 1932-1938 results from the two systems 
_ (in one the C.N.R. gain being higher, and in the other C.P.R. being up slightly 
More), was that United States business originating in its Grand Trunk Western 
division gave the C.N.R. a marked advantage in gains. in 1937 over the C.P.R. 


ae 
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In 1938, the positions were reversed. Losses were sharper for the C.N.R. 
through a heavier decline in U.S. business than Canadian, especially that 
business having its origin in the automobile area of Detroit and vicinity. 

- But, let us note carefully, nature was distinctly neutral—refusing to 
recognize any distinction between the “ public” and the “ private ” systems. 


GROSS Loss OF $204,000,000: HOW MUCH CAN BE REGAINED? 

Let us leave these glaring discrepancies in percentages and make a single 
check-up on just what it would have meant in revenue to the railways had they 
continued—as years ago—to progress in line with the business index (which 
includes not only industry but agriculture, and the development of natural 
resources, production, exports, and a score of other constituent elements of 
national activity). i 
In 1938, the business activity index was 124 per cent ahead of 1926. In 
1926, railway revenue was $469,000,000. Add 124 per cent to this, and the 
total would be $528,000,000. Actual railway revenues in 1938, however, were. 
only $324,000,000—or $204,000,000 less—a terrific difference; and most of it 
was the toll paid to hignway competition in Canada. e 
This is the picture so far as gross earnings are concerned. What of net?) 
The $528,000,000—on the basis of the business index—happens to have been 
just under gross railway revenue recorded in the year 1928 (and a little more 
than in 1929). Net profits of the two railways in 1928 were almost exactly 
$106,000,000. And net operating revenue of the railways in 1938 was barely 
CZ ODN. | 
Here is a beer drop in net revenue, due in the main to highway competition, 

over $70,000,000. “Xegulate highway traffic; enforce fair competition with the 
railways, and restore ‘»considerable part of this $70,000,000 to the railways in 
higher net profits—and te bigger part of the “ railway problem ” is solved. | 


PASSENGER AND FREIGHT CONSIDERED SEPARATELY 


It willbe of interest and vdue in seeking to adjust the position of the 
railways to highway competition tt consider the elements of revenue gepa-_ 
rately, as from passengers and freight, The record given below indicates that, 
passenger revenue has been struck mor severely than freight, from the com-| 
bined losses to motor cars and busses. For instance, in 1932, passengers 
carried by the railroads in Canada, 21,099,832 was barely one-half of the total 
in 1926, which was over 42,000,000. And, verhaps, even more significant, 
while business recovered over 40 per cent from, 1932 to 1936, the number of 
passengers carried on the railroads in 1936 was #itually less than in 1982. 

Freight tonnage in 1932 was only 58 per cent d the 1926 total (60,000,000 
tons against 105,000,000), but, at least in 1936 fieight volume had gained 
15,000,000 tons, or 25 per cent. Even at that it wai 28 per cent below 1926 
levels, where business activity was 12 per cent above. i 


The comparative record follows:— 


; 


Phy. Vol. of 


Year Passengers IndexNo. Freight (tons) Ind@X No. Bus. Index 

1926 42,686,166 100-0 105,221,906 10-0 100-0 eT 
1927 41,840,515 106,011,255 ‘a 
1928 40,592,792 118,652,969 ~~. j 
1929 39,078,893 95- 115,187,028 109 i 
1930 34,698,767 96,194,017 4 
1931 26,396,812 74,129,694 . i 
1932 21,099,582 49-4 60,807,482 57-3 (8°% 
1933 19,172,193 57,364,025 

1934 20,530,718 68,036,505 

1935 20,031,839 69,141,100 

1936 20,497,616 48-0 75,846,566 72-1 112-2 


Nore: If passenger traffic had kept pace with the Business Ince, the total for 1936 
would have been 47,893,000—instead of 20,497,000. Had freight tra kept pace with the 
Business Index, the 1936 total of tons of freight would have been 113057,000 tons—instead| 
of only 75,846,000 tons. | if 


[Mr. Harvey H. Black.] | ¥ 
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SECOND PROBLEM: HIGHWAY COMPETITION 


This brings us up fairly against the second phase of the railway problem. 
_. The first, of course, is, How best to undo present excess mileage and duplication 
to the end that substantial “savings” will accrue to the railways. This deals 
j with net revenue, in the main. The second is, How best to bring to an end, or 
' at least to modify, the unfair competition for the regulated railways that has 
; 

4 


developed from highway traffic—truck and bus—that is unregulated; whose 
rates are grossly unfair to the railways in that the truck is free to take the 
cream of business offered and to reject what is“ unprofitable, while the railway 
i as a “common carrier” is forced to transport whatever is offered to it; unfair, 
4 also, in that trucks (and busses) are not required to contribute their fair shares 
of the costs of building and maintaining the highways, while the railways bear 
; the entire cost of their own individual “ highways’’; unfair, also, in the inade- 
-. quate regulation of hours of labour, of wages and other conditions of unem- 
: ployment—and in a host of other directions. 
That highway competition is largely responsible for the loss of $200,000,000 

4 of gross revenue and net of $70,000,000 for the railways makes it clear that the 
i results that might fairly be anticipated from a fair regulation of highway traffic 
- compare closely with the gains in net revenues that would accrue from Co- 
_ operation between the two systems. Thus, two Co-ordinations are essential to 
_ improve railway revenues and to ease the railway burden of the Canadian tax- 
_ payer:— 

1. To Co-ordinate UN ean au of the C.N.R. and C.P.R., and 

2. To Co-ordinate railway and highway competition. 


. As I have noted before, provincial claims of jurisdiction have prevented 
& the inclusion of highways under the Dominion Transport Board. Obviously, 
_ the Federal and Provincial authorities must get together and work together— 
- for the railway problem, as it concerns the public, is equally a problem of the 
_ provinces as of the Dominion. The two groups, therefore, in conjunction, should 
~ seek a solution: else Canada’s railway problem will be only half solved; and 


Canapa, Great Britain, Unirep States IN IDENTICAL PosITIONS 


4 In solving this second problem, Canada will have the advantage of exactly 
_ similar efforts being made in the United States and Great Britain to work out 
some method of establishing some fair basis of highway competition with the 
| 4 railways. Indeed, in the United States, the railways’ loss of passenger traffic, if 
WP not freight, has been much more pronounced even than in Canada. 

iN There has just reached me a copy of a report issued by the Institute of 

International Finance of New York University on “The Railroad Problem in the 
“e United States.” 

\ The report of the Institute opens by citing the “far-reaching adverse 
- economic effects” of the “severe decline in the traffic and earning power of 
_ American railroads during recent years.” These include: great curtailment of 
employment on railways and in industries that serve them; costly results to . 
financial institutions as holders of more railroad securities than of any other 
industry; quality of service to public checked in improvement of quality through 
inability to raise money freely for modernization; business stability undermined 
_ through failure of railways to make normal capital expenditures—as they are 
_ largest US. industry next to agriculture. 


Decline in Income.—Operating revenues of Class I roads almost cut in 
; two, from yearly average of $6,167 million between 1920-1929 to $3,127 million 
min 1932—up to $4,166 million in 1937; down to $3,560 million in 1938. Income 
‘ available for fixed charges down from average of $1,292 million to $551, million 
a in 1932, and only $540 million in 1938. 


a, 
Tht 
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Also: number of employees on same roads down from 2,022,000 in 1920 to y 


less than 1,000,000 in 1938. 
Some 100 roads, operating 78,000 miles of line, or more than 30 per cent 


of total, now in bankruptcy or equity receivership awaiting reorganization. In. 


case of 37 class I roads being reorganized, bonds outstanding are $3,767,000,000. 
In 1937, production almost equal to 1929 peak, but freight revenue off 20 
per cent, 
In 1920, passenger traffic of 47,370,000,000 passenger-miles record for all 
time—down to low level of 16 368,000, 000 passenger-miles in 1933, or one-third 
of 1920. 


Transportation Tends to Increase—In dealing with the “long-term” out-— 


look for the railways, the Institute lays down the theory that ‘the total volume 
of all forms of transportation required by the people of the United States will 


tend to increase, over a period of time, as the population grows and the standard: 


of living is raised. A higher standard of living usually brings in its wake an 
increased per capita demand for transportation, both for goods and persons. It 
is true that certain influences, such as the growing decentralization of industry, 
the loss of agricultural export markets, and the substitution of hydroelectric 
power for coal, reduce the demand for transportation services. Yet, on balance,” 
it concludes, “the long-term trend of the total volume of transportation should 
continue to be moderately upward.” 

It next refers to what it regards the most serious element in the railway 
situation. “The railroads,” it is declared, “have been performing a declining 
percentage of the total volume of transportation in the United States since the 
World War period. Motor vehicles and pipelines have been making persistent 


- inroads into the share of freight transportation performed by the railroads while 


private automobiles and buses have diverted the larger part of the passenger 
traffic.” 


Four Matin Proposats oF REMEDIAL NATURE 


The Report cites four of many remedial proposals that deserve particular 
attention, as follows:— 

A. Relaxation of regulations to permit the railroads to compete more 
vigorously and effectively with their competitors; 

B. Co-ordination and consolidation of railroad facilities; 

C. Drastic financial reorganizations to bring fixed charges well wie 
existing earning power; 

D. Government ownership and operation. 


As to A: The Report holds that “some relaxation of regulatory restrictions | 
on the railroads, now that they are subject to such keen competition from other — 
transportation agencies, is doubtless desirable. However, from the earnings © 


standpoint,” it is added, “it is probably more important that the competitors, | 
especially the motor carriers, be brought under fuller regulation themselves so 


that they will be required to compete on a more equal basis with the railroads.” 


Warning is given that relaxations for the railways that would lead to “excessive 
rate cutting” on their part would lead to “a reduction in railroad earning power, | 


rather than its rehabilitation.” 


As to B: The most ambitious plan for wholesale Co-ordination and con- | 


solidation was the “Prince Plan,” which proposed a combination into seven 


systems. The sponsors estimated economies of $743,000,000 annually on the i‘ | 


basis of the “very depressed year 1932.” The Report states that “it is very | 
significant that Joseph B. Eastman, when he was Co-Ordinator of Transporta- | 


tion, made a very careful check of these claimed economies and found that the al 
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Plan would yield a minimum of $218,462,000 of annual economies under the 
most unfavourable assumptions.” The Report considers that “large savings in 
operating costs could be achieved through co-ordination and consolidation.” 


“Severance Compensation.”—Such a proposal, it is declared, found powerful 
opposition from the railway labour unions, and in 1933 a clause was inserted in 
_ the Transportation Act providing that the position of no railway employee could 
be changed for the worse by Co-Ordination projects. In 1936, a voluntary five- 
year agreement was reached between railroad managements ‘and unions under 
which such loss of employment required payment of an allowance varying from 
two months’ full pay for less than one year’s service, to 60 per cent of the regular 
. wage scale for a period of five years where there had been fifteen years of service. 
In the case of the Prince Plan, 76,000 employees would have been displaced, 
“involving dismissal pay of about $53,000,000 on the first year.”’ The Report 
concludes: “Despite the problem of severance compensation, however, co-ordina- 
tion and consolidation constitute the most promising available remedy for the 
_ financial difficulties of the railroads.” 

i- The C solution is hardly applicable to the @anadian situation. 


As to D— Government Ownership.—sStrongly supported by Mr. Eastman, 
- even he opposed this as a solution for the present, it is declared, “because it 
_ would eliminate the benefits of competition, serious administrative problems would 
be raised, labour relations would become even more inflexible, and there is no 
aggressive public sentiment in favour of public ownership.” In addition, “the 
government is not now in position to assume the heavy financial burden involved.” 


For Lone-Term Ovurtook Highway Competition Must BE SoLvepD 


The Report definitely singles out the meeting of highway competition by 
2 the railways as the strongest hope for the future—in these words:— 

¥ The long-term outlook for railroad traffic depends primarily upon the 
a. ability of the railway lines to check the diversion of freight and passengers 
Rs to other transport agencies. 


a Certain recent developments had SE the ability of the rail lines 
_ toretard further diversion. These were summarized thus:— 
ta 1. Rival transportation agencies are being subjected to stricter government 
regulation (since 1935). Still, “railway regulation is still far more strict than 
_ that applicable to their rivals,” it is declared. 

: 2. Taxation of competing forms of transportation has been on the increase. 


 . 3. Wages and working conditions are being improved in the truck and bus 
industries, “thus limiting another major advantage of the railways’ rivals.” 
e 4. The railroad lines have bettered their technique, through store-door pickup 
__ and delivery service, faster delivery of freight shipments, the use of containers 
_ and detachable trailers, etc., so that the character of the service given the shipper 
_ of package and high-value freight by rail is more nearly equal to that furnished 
_ by the trucker. “However, much remains to be done in this direction,’ is the 
comment. 
| (This last paragraph applies also to Canada, as does also the following 
_ summing-up on this subject in the Report) :— 
K It may be concluded, therefore, that, while the railroads will doubtless 
lose additional traffic to competitive transportation media over a period of 
time, the rate of such diversion should be far more gradual than in the 
past. Also, some of the traffic previously lost may be regained through - 
better service or rate concessions, as is now being witnessed where stream- 
lined fast passenger equipment and lower fares are causing travellers to 
shift back from buses to trains. 


(Note——Experiences in Canada will bear this out.) 
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Factors oF CHANGE IN RAILROAD EARNING POWER 


The Report contains the following summary of how various phases of railroad 
earning power have deteriorated in recent years:— 


% of % of 

1937 1929 1923 

Revenue freight ton-miles carried (millions)...... 360,620 80 87 
Average revenue per ton-mile (millions)......... 9-35 87 84 
Freight operating revenues (millions).......... $3,370 70 73 
Revenue passenger-miles (millions).............. 24,655 79 65 
Average revenue per passenger-mile (cents)....... 1-794 63 59 
Passenger operating revenues (millions).......... $442 51 39 
ovale Operate TEVENUES 1. ser bls oe dle Peete clo $4,166 66 66 
Maintenance expenses (millions)................ $1,322 64 58 
Total operating expenses (millions).............. $3,119 69 64 
Meise (itl TODS) ayers ese anerete uuecarcr aed elecenen tee r acate ts $325 82 98 
Net railway operating income (millions).......... $590 47 61 
Net iincome | (millions) sins ove aes ea ea ee oie al $98 LY 18 


HOW ENGLAND IS SOLVING RAILWAY PROBLEM 


AGREEMENT BETWEEN RaluwAys AND TRUCK ORGANIZATIONS TO 
Eases Highway ComMPEtitrion 


In England, so-called amalgamation, which still has left four independent 
railway systems, has not solved the railway problem. Conditions still continue 
as a serious menace to maintenance of adequate earning power. So much so, 
that representatives of railways, late in November last, waited upon the Ministry 


of Transport to urge the removal of government restrictions on the railways in 


order that they might be left free, and so better armed to wage war on what 
was declared to be the real problem, highway competition. 

In the end, a plan of co-operation between the railways and the truck 
organizations, or “hauliers” as they are termed, was proposed and a “square 
deal” agreement was worked out. Both groups agreed to set up a “Central Con- 


sultative Committee” to arrange measures of co-ordination, and the railways, in — 
turn, gave certain guarantees for the protection of industry, in the event that 


existing restrictions on rates and other conditions were removed or relaxed. 

An account of the agreement reached on February 5, 1939, appeared in 
the Weekly Edition of “The Manchester Guardian” of February 10, and I 
reproduce this in full below, as affording suggestions for a similar compromise— 
for the benefit of the Canadian railways and as a substantial means for solving 
the railway problem of Canada. The article reads as follows: 


“Representatives of the railway companies and of the Liaison Committee a 


on road transport rates reached the basis of agreement on the railways’ ‘square 
deal’ proposals in London on Monday (Feb. 5, 1939). A joint memorandum 
embodying the agreed proposals will be submitted by the two industries to the 
Transport Advisory Council. 

“The effect of the plan is that the railways will restrict objections to certain 
types of haulier licences for two years after receiving their freedom. The two 


- industries agree to establish a Consultative Committee to arrange measures of 


co-ordination and deal with difficulties, and there are safeguards for the pro- 
tection of industry in the form of right of appeal'to a tribunal. 

“An official statement issued at the end of the meeting said that the road 
haulage industry, subject to safeguards, will raise no objection to the “square 


deal” proposals. The two industries have drawn up a joint memorandum. Both | 
the railway and the road-haulage industries hold the view that due regard — 


must be given to the ultimate objective of co-ordination of all forms of trans- 


- port. They are convinced, however, that, it would not be practicable to apply 
- to road transport the present railway rates structure with its elaborate classi- | 


fication, restrictions and obligations. 
[Mr. Harvey H. Black.] 
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“In order to afford road hauliers greater freedom to negotiate agreements 
for the co-ordination of their own industry, the railways have given an under- 
taking that they will not, unless there are exceptional circumstances, raise 
objections for two years after they have been given their freedom to applica- 
tions for— 
_ (a) The renewal without any alteration of existing A or B licences; 
, (b) The granting to existing hauliers of A licences for additional vehicles; 
i (c) The granting to existing hauliers of additional B licences for vehicles 
i‘ whose operations are limited to a radius not exceeding twenty-five 
i] miles.. Hi) 
‘ “The two industries agreed to set up voluntarily a Central Consultative 
Jommittee to arrange measures of co-ordination and to deal with difficulties 
that may arise. The committee will consider and formulate the principles on 
which voluntary agreements can be entered into in regard to the rates to be 
arged by road and rail for merchandise traffic. 
' “In regard to the fear of the road haulage industry that the railways, 
freed from their present obligations, might use the freedom coercively, the 
ilways state that it is an explicit part of their proposals that they should 
arge reasonable rates and that there should be a right of appeal by traders 
yn the question of reasonableness to a tribunal. 
_ “The memorandum claims that the recommendations contain ample safe- 
ards for the protection of trade and industry in the form of a right of appeal 
0 a judicial tribunal, and that nothing in the proposals involves any inter- 
erence with the right of the trade to use his own vehicles under a C licence. 


_ “The two forms of transport, the memorandum concludes, will continue to 
ist side by side as competitive but co-ordinated agencies.” 


CANADIAN Ratuways aS Highway OPERATORS 


- Coming back to the Canadian situation, one feels that the only solution 
ot a fair regulatory control over competing highway operators. One dares 
old the view that the railways themselves—even at this late date—could 
tably enter the bus and trucking business. What more complete and 
active service could the railways offer to potential customers, than the 
native of rail or truck facilities to move flour, or sugar, or cement—or the 
usand and one commodities that have slipped, here and there, from their 


I would like to give two examples of possibilities along this line. One is 
e Provincial Transport Co. of Montreal, which is controlled by Montreal Tram- 
4ys Company and is steadily expanding its excellent bus services over the 
Province of Quebec. I am not quite clear that the two railways could not 
e organized a joint bus service years ago—to supplement and fit in with 


ously would constitute unfair competition. . 
The New York, New Haven & Hartford Railway (steam) gradually has 
eveloped or absorbed a large percentage of bus and truck business in Massa- 
etts, Rhode Island and Connecticut, largely through the “New England 
nsportation Company”, and operates also in New York State. 


Farr Bus Decision oF QUEBEC PuBLIc SERVICE COMMISSION 


In many quarters the view seems to be held that just because a dispute 
lrisdiction over the highways has arisen in the case of at least two provinces, 
“provincial” attitude, if it can be considered as distinct from that of the 
1, favours local bus or truck organizations and is not disposed to treat the 

railways fairly. 
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claims of a railway and an applicant for a bus licence, and might well serve 
as one basis for the regulation of highway competition. As I have not seen it 
quoted yet, I will make a brief summary of the case. ¥ 

An application had been made to the Commission by a private party for 
authority to handle passengers by taxi, at so much per person, from Dolbeau to 
Quebec, going through the National Park. The application was opposed by 
the Canadian National Railways on behalf of a subsidiary, the Quebec and 
Lake St. John Railway. For the latter, it was stated that it had been a pioneer 
in establishing communication between Chicoutimi, the Lake St. Jobn region 
and Quebec, for both freight and passengers; that the only and exclusive means) 
of travel between Quebec and these districts during the winter season (almost, 
seven months of the year) was by trains of this company; that costs were par- 
ticularly high on account of the rigorous climate and heavy grades; that during 
the last few years three vehicular roads had been opened up by which both 
passenger and express traffic had been diverted in great part to automobiles) 
or trucks; and, that, if present existing competition were increased, the railway 
would be forced to adopt drastic curtailment of its services so as to avoid: 
serious losses. ; 4 

It was also pointed out that the railway company “makes a distinction 
between auto bus operations which are complementary to the rail service, capabl 
of being co-ordinated with the rail service, and auto bus operations which 


it was stated, “the railway must face competition from auto buses in its loca 
and long distance services, then the railway refuses to recognize any obligatioi 
to furnish any passenger service winter or summer which does not pay.” 
The Commission refused the private request, under the following judgment 
“After careful consideration the Commission has reached the conclusio! 
that the evidence submitted by all parties would not justify it in granting th) 
request of the Applicants, but on the contrary if it were granted it might lea 
to a modification of train service prejudicial to the district in question as we: 
as to the inhabitants thereof. ‘a 
“ The Commission wishes to call attention to the fact that during the winte 
this region has no other means of transportation but the railway and if it 1) 
desired that this means continue it is important to make this possible by avoidin 
all competition which local needs do not call for at the moment.” ei 
. 
RAILWAY TO OPERATE BUSES ay 
The final step was an application by the railway itself to the Commissic) 
for’ permission to operate a bus line of its own between the Lake St. Joh 
district and Quebec City, the highway being only 157 miles in comparison wil 
226 miles by rail. This request, I understand, is expected to be granted—con 
pleting a sound policy in relation to railway and highway competition, a g0) 
ernment regulatory body, and the interests of the public. a 
(Mr. Harvey H. Black.] 
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HOW THE PUBLIC INTEREST IS INVOLVED 


I would like to make some reference to what I consider one of the most 
important considerations involved in any solution of the railway problem of 
Canada, what may be termed the “public interest.” Senator Graham laid 
emphasis on this during the Senate inquiry. He said, in part (page 94 of the 

report): “When an application comes before the Board of Railway Commis- 
. sioners, the fact that a saving may be made may not be conclusive evidence 
that the line ought to be closed. There is another element that is probably of 
greater importance than that. Will the saving adequately provide for what 
the public loses by the abandonment of that line? It might be that a good 
case could be made out by the railways for economy, but that it would not be 

a good case for the public.” 
The “public interest,” I would like to urge, enters into the solution from 
many agles. We should consider the two railways as primarily not two private 
_ operating corporations but as performers of a public function; as public utilities 
_ doing a public service, not only by far the largest but by far the most important 
public utilities in Canada. | 
‘ Nor should their importance be judged by present necessities but much 
more in the light of future requirements. When we consider, as we have been 
doing, the problem of the railways in Great Britain and the United States, 
_ stress rightly is laid on the need to maintain railway services for the needs of 
industry, agriculture, etc., of to-day or for the expanded needs of the future. 
But, for Canada the future holds in store, not only a busier area of to-day, 
but a new area of the future when the map of to-day is rolled back upon our 
undeveloped north. | . 
It is fairly simple to visualize the physical map of England or the United 
_ States in the future—where both countries are fully developed to-day—in the 
main. Canada’s greatest development lies before her—in multiplying many 
_ times the remarkable growth of our mineral resources; in the building up of 
: great newsprint mills among our forest resources of the farthest north; of new 
_ water-powers; of much else. And, more than ever before, railway transportation 
is absolutely essential as these developments move back from the front of 
_ population, industry and tidewater facilities. 
ry Let us not, just because abandonment of lines will show a saving to-day, 
_ strip the future of lines needed for developing our natural resources. Let us 
+ not, simply because the public railway system stands as a heavy strain to-day 
_ on our finances, become panic-stricken and concluded that the drain is too heavy 
‘to be borne—and do to-day what we will repent to-morrow. A substantial cash 
| deficit on the C.N.R. may not be too heavy a price to pay for the guarantee of 
facilities that the future will lean heavily upon. 


NORANDA MINES: $3,250,000 versus $150,000,000 


; Take the railways in relation to the development of our mineral resources 
-alone—the wealth from which was the most powerful factor in shielding Canada 
from descending to the worst depths of the recent business depression. It is 
fair to say that a large proportion of the huge total of billions of dollars of 
mineral production in the past 25 years would never have been brought up 
out of the earth had it not been for the railway facilities provided by the two 
_ systems. 
_ And the actual cost—in railway expenditure—is a very small item against 
the results. The profit seldom passes directly to the railway; frequently a 
small deficit is charged to it, and we say it does not pay. But millions are 
added to the wealth of Canada—and the railway cost is a small (and richly 
profitable) commission to pay. 

77492—3 el 


342 - SPECIAL COMMITTEE 


Let me illustrate. Some 12 years ago the Canadian National agreed to — 
build a branch line from the National Transcontinental to Rouyn—a distance — 
of 44 miles—on the prospects of the establishment of the first copper-gold — 
operation in the Northern area of Quebec Province. 

The line was built, and one of the best known mines in the world was born. — 
In the eleven years since then (1928 to 1938) that mine produced gold and — 
copper to a value of over $150,000,000, and the cost to the C.N.R. of that branch — 
line was $3,250,000—a mere 2 per eent or one-fiftieth of the wealth that this © 
expenditure made possible. That mine was “ Noranda.’’ And to its share-— 
holders it has paid out in dividends $48,000,000—or nearly fifteen times the cost — 
of the railway line. Y 

That railway line served the “ public interest,” as well as the private. For — 


‘some time past, I believe that 44 miles of the road has paid a fair return on its — 


cost; were it showing a deficit, could we fairly brand that mileage as a net 
loss to Canada (and the taxpayer) or a very profitable item of “overhead cost’? — 


HUDSON BAY MINING—CONSOLIDATED. SMELTERS 


Let us move west to Manitoba. There is a mine there, destined, it seems, ~ 
to be one of the greatest in Canada as a copper and zinc producer and a con- ~ 
tributor to Canada’s wealth. Into that mine was cast, for years, in the 
development stage, more millions of dollars, we are told, than ever went into 
any other mine ever developed in the history of the world before it started to 
produce. Some $60,000,000 has been invested in it, most of it coming from 
outside Canada, and nearly $25,000,000 of new wealth comes forth each year. 
That mine is known, in every mining circle in the world, as “Hudson Bay 
Mining and Smelting,” and the absolute condition of its birth and growth was — 
a branch line of the Canadian National Railways, that cost $9,000,000 to con-— 
struct, and does not yet pay. Would you call that deficit in operating cost a 
debit or a eredit item for Canada? 
Let us go westward to British Columbia, where a Canadian Pacific line 
made possible the honour—and the profit for Canada—of owning the greatest ; 
lead mine in the world. A mine that between the years 1920-37 has brought — 
out of the earth national wealth of $386,000,000; paid to its shareholders large — 
sums, and contributes to the C.P.R. as holder of a controlling interest in ge 
shares rich dividends now, exceeding $5,000,000 in 1937, and annually provides 
for it. $3,000,000 to $4,000 000 of freight revenue. ‘ 

It has been estimated that each dollar that has been spent on railway con- 
struction in Canada is represented by 1,000 per cent in the national wealth — 
resulting directly therefrom. And future dividends should continue on the same. 
impressive and profitable scale. 


i a a i a 


$20,000,000 To $30,000,000 A YEAR: RAILWAYS’ SUBSIDY TO WHEAT GROWERS 

Just one more reminder of our debt to the C.P.R. and the C.N.R. It is” 
well known that in Canada existing grain rates are the lowest relatively of any — 
country in the world. For am area that extends from the far west to the eastern i 
terminal of the Hudson Bay Railway, grain rates are to-day in force that date 
back to the original Crow’s Nest agreement of 1897—42 years ago. I have x 
asked railway men for estimates as to what subsidy the railways are paying to- 
our wheat industry in providing transportation at excessively low rates. The 
answers have run—for an average wheat crop—from $20,000,000 to. $30,000 000° j 
a year. 

From first to last, we spend large sums in subsidies to stimulate natural 
production. If even a portion of this twenty to thirty million dollars was returned — 
to: the railways, the C.N.R. deficit would be largely reduced, and the C.P.Ra 
would be enabled to restore the old-time dividend on its preference stock, and 
to pay a substantial return on its ordinary shares. : 

[Mr. Harvey H. Black.] 


RAILWAY CONDITIONS 343 


SOME MISCONCEPTIONS 


I would like now to comment on a few of what appear to me to be “ mis- 
_ conceptions’ as to what the railway problem really is and what it is not. I offer 
this as a necessary corollary to the consideration of any definite plan. 


4 “BANKRUPTCY ”’ AND “‘ REPUDIATION ” AS THREAT 


hs In public discussions, in some speeches and xewspaper editorials, the argu- 
- ment is advanced that the burden to the country at large arising out of the Cana- 
dian National Railways must be removed; otherwise “disaster” will follow. One 
» particularly zealous newspaper recently declared that if one particular plan of 
solving the railway problem were adopted, Canada would be brought to ‘“‘ bank- 
ruptcy ” and “repudiation.” Such comment, to my mind, was unpardonable. 
_ It gave the impression of seeking to force acceptance of this one plan by arousing 
a feeling of panic in the public mind. 

m This editorial I cite as an instance of “ gross exaggeration.” In reply, I 
suggest that any country that could (with practically no change in the rate of 
_ taxation) show the remarkable recovery that Canada had in its national finances 
_ between the fiscal years of 1935-36 and 1937-38, need have no fear of bank- 
_ruptcy, under any efficient operation of the government railway system. For 
_ through recovery in business, in imports and general buying, and in the earning 
i power of its people, the Minister of Finance has been able to report to Parlia- 
ment a reduction in the national deficit from $160,000,000 for the year ended 
- March 31, 1936, to $77,000,000 the following year, and to $13,775,000 for the 
_ year ended March 31, 1938—an improvement of $146,000,000 in two years. This 
if over-all deficit was not incurred as a result of what was known as “ordinary” 
_ expenditures, but after making provision for special charges on revenue such as 
capital expenditures, C.N.R. deficits, relief and special drought expenditures. 
The last-mentioned item, in the fiscal year ended March 31, 1938, included over 
$24, 000 000 spent on ‘ drought area relief,’ chiefly in Saskatchewan. Without 
( this ‘ ‘extraordinary” expenditure, the national finances would have shown a 
~ surplus of some $11,000,000, even after meeting C.N.R. requirements of $42,- 
000,000 for interest on its funded debt in the hands of the public. 


SHARP DROP IN CAPITAL EXPENDITURES 


Another misconception that has been allowed largely to continue without. 
much if any effort to correct it has been the idea that the huge figures that are 
~ quoted—running into hundreds of millions of dollars over a few years—as expendi- 
tures on capital account for the Canadian National Railways, and additions to 
the funded debt of the C.N.R. have been continuing right through the past few 
“years with unabated speed. I shall not attempt to appraise the merits of the 
heavy expenditures in the earlier years when the five separate systems were 
being co-ordinated into a single C.N.R. unit. It is noteworthy, however, and one 
of the most significant phases of the railway situation in Canada from the stand- 
point of the public, that the volume of capital expenditures on the Government 
_ systems—resulting in earlier huge increases in the funded debt—have been cut 
down sharply in the past few years. Probably the extent will surprise most 
Canadians. The Duff Commission Report showed expenditures (mainly on 
- capital account) from 1917, when the Canadian Northern Railway was taken 
over, to the end of 1931, of $677,000,000. This total included $48,000,000 for 
the Hudson Bay Le Meee as on ane) Intercolonial Railway; $107,- 


the earlier years. In this estimate I am omitting the cost of purchase of rolling 
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stock. While in the earlier phase of paying off the equipment trust certificates, : 
4 


that usually are issued by both roads to provide funds for about 75 per cent of — 


the cost, C.N.R. purchases would require capital advances, eventually they are 


amortized as an operating charge. 


Here, then, is almost remarkable evidence of the stemming of the spending | 
pace, and of capital demands upon the public treasury. I feel sure this will 


be largely continued, at least until such time as both railways are compelled to 
enter into large capital expenditures to meet new demands made on them in 
connection with the growth of Canada. In such an event, expenditures might 
be looked on as “carrying” themselves in the added income they produced. 


Net Prorit Up $16,000,000 On Same Gross 
One other improvement in connection with the public obligation on C.N.R. 


account is worth noting—a substantial reduction in cost of operations in the 
past few years, that is, in what is called the ‘operating ratio.” Two years that 
are readily comparable and are almost identical in volume of gross earnings — 
are 1931 and 1937. In the earlier year, revenue was over $200,000,000 (I am — 
using even figures to simplify the comparison). Out of this total, only $1,192,000 


remained as net revenue, after absorbing operating costs. In 1937, gross revenue 


was just under $198,000,000, but net profit rose to $17,110,000—a gain of 
$16,000,000. That is, due largely to greater efficiency and to a more co- | 
ordinated Natioal system, the operating ratio fell from 99:41 per cent to 91-36. 
per cent, and the net profit on each $100 of gross revenue rose from 59 cents in 


1931 to $8.64 in 1937. 


Even WitH Dericits, CANADA Nor Tue Loser 


Another misconception appears to have been that various plans submitted 
would have wiped out entirely the deficiency between net operating revenues 
of the C.N.R. and bond interest charges ($42,000,000 in 1937 and $54,000,000 in” 
1938). This, of course, was impossible, as a substantial portion of the savings” 
must fairly go to the private company. It may seem a little unorthodox, but 


I am compelled to express the opinion here that no matter what method of solving 
the railway problem is put into effect, it will be many, many years before the 
deficit can be eliminated; quite possibly it will always exist. And I make bold 


also to submit, that in view of the value of the services of the C.N.R. to Canada, 


as an essential unit in our transportation system, any such deficit (after all 
reasonable efforts to co-ordinate the two systems) would not leave Canada the 
loser from the C.N.R., but very heavily in its debt. And I would say the same 
with equal emphasis, in regard to the debt of Canada to the Canadian Pacific 


as our other great transportation public utility. Let us, then, not be disappointed 
through too great expectations. 


4 


RAILWAY PUBLICITY AND PROPAGANDA 


Before closing this comment on certain phases of Canada’s Railway Problem, 
I would like to urge the discontinuance—in public discussion of the railways— 
of discrimination and recrimination against either the C.N.R. or the C.P.R. We 
have with us, willingly or tnwillingly, the two systems, embodying public 
ownership and private ownership, and I am convinced that the Two-fold Solu- 
tion I have suggested has an identical application to the one as to the other. 
Proponents of Unification have no excuse for “knocking” the C.N.R., nor have 
opponents of Unification any justification for condemning the C.P.R. and seeking 
to penalize it just because sponsorship of Unification is fairly closely bound up 


with the private company. Either course only serves to becloud the issue and 
to make its solution more complex. 


[Mr. Harvey H. Black.] 
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Monee again, I would urge that our railways should be looked upon objec- 
tively, impersonally, as our most essential public utilities in so far as service 
‘is concerned—and with a past record of usefulness of a high order. One of the 
most valuable of these is in the “pioneering” past. The C.N.R. inherits the 
“mantle of the old Grand Trunk of more than eighty years ago—in Eastern 
Canada. The Canadian Pacific, from the early eighties—the outcome of a ten- 
year program of massive proportions fully completed in one-half that time. It 
was well that the Duff Commission laid stress on this, when it spoke of the 
“faith, courage and invincible energy” that the Company’s administrators had 
‘ brought to the task of building its lines through the undeveloped West; an enter- 
‘prise that it declares “became a national asset of ‘acknowledged value and 
importance to the Dominion.” 
% And here might also be included an answer from the same Report that is 
applicable to so much of the ill-considered criticism of C.N.R. management: as 
responsible for the creation of a heavy charge upon the public treasury: 
“Following upon the consolidation of many lines into the Canadian National 
‘system, in 1923, the railway has been energetically administered, and has 
deservedly won approval by its success in welding together the various working 
“forces of the separate companies in the consolidated system.” 


Neep Or Keepinc THe Pusiic ADEQUATELY INFORMED 


- I have referred to some phases of the “public interest” as a vital factor to 
be considered in working out a railway solution. These include the present or 
“probable needs for retaining or providing for transportation facilities required 
for the development of our natural resources. In another direction, it is 
"important that the “public interest” be served, namely, in keeping the public 
well informed on progress being made towards solving the railway problem, 
and on various plans that may be Suggested and perhaps adopted. “Unification” 
has not lacked for sponsorship; ‘“Co-opperation” and its progress (such as it 
was) had little sponsorship. Moreover, defence of the Canadian National is 
“rendered the more difficult just because it is a public railway. Obvious obstacles 
face defence by the officials of the C.N.R., while a championship by a govern- 

ent as a trustee for the public runs the ' risk of being discounted as “political. e 
a suitable settlement must. be worked out, however, else the “railway issue” 
will become one-sided and the general public be deprived of sufficient information 

to enable it to view the case in proper perspective. 

| One instance will suffice to make clear the logic of raising this point. 
Propaganda was directed against recent decision to build a terminal for the 
this National Railways at Montreal. There were obviously two sides to 


this proposal; only one was presented publicly. 


ae WHOLE-HEARTED Co-oPERATION (Minus A CAMPAIGN) 


4 I would like to carry the subject of publicity campaigns in favour of one 
plan or another one step further. In the event that the Senate Committee 
adopts any plan (for solving the Railway Problem) and Parliament passes 
_Tegislation—new or amending—is it too much to assume that, in the interests 
of the success of such a plan, neither party to it should consider themselves 
free to carry on a campaign of publicity in opposition to it and in support of 
some other plan during the period of the experiment? 
Would whole-hearted zeal towards any railway experiment—any part- 
nership between the C.N.R. and the C.P.R.—be possible under these conditions? 
Would it be consistent to carry on—simultaneously—a campaign to destroy 
public confidence in a plan that Parliament had enjoined upon the two rail- 
| way systems, by proclaiming its failure from the start, and by advocating the 
adoption of some other plan? One is tempted to quote “Ye cannot serve God 
and Mammon”. 
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Co-OPERATION GAVE C.P.R. Recorp EARNINGS ON ITS SHARES 


As a final argument for co-operation (under the superior conditions which” 
I have outlined), I wish to draw attention to an actual experiment in co-opera-_ 
tion that produced unique results in savings of overhead costs and in net 
profits. I have already made an indirect reference to it as conducted under 
the Canadian Railway War Board. On that occasion, the dominating factor 
was the emergency that demanded the maximum of efficiency in the transpor- 
tation of men, foodstuffs, munitions and all the other accessories of war. The 
railway men of Canada, those of the Canadian Pacific, the Grand Trunk (as it” 
was then), the Canadian Northern, and the rest, gave of their best in the” 
national and Empire crisis. While there was no abandonment of lines, there — 
was consolidation of effort, and there were outstanding examples of co-opera- 
tion. There was a remarkable result also in railway profits. In fact, in the - 
year 1916, for example, the net revenues of the Canadian Pacific, that is the” 
balance left—after fixed charges and for the capital stock of the Company—_ 
was the largest in its history insofar as I have been able to trace back the | 
results. There was earned on the common stock, for instance, $16.76 a share, 
where in 1928, when the traffic receipts were the largest. in the history of the 8 
Company, net on the common was $14.98 a share. That is, with gross revenue © 
of only $139,000,000 in 1916, the C.P.R. had net operating revenue of over 


$50,400,000, where in 1928 it required $90,000,000 more of gross to earn $51,-— 
694,000. That was an outstanding achievement for one hundred per cent 
co- operation. a 

What was accomplished in the war years under co-operation can be accom- © 


plished largely to-day. 


Tue PuBLIC AND THE THOUGHT oF “MonopoLy” 


I would like, before closing, to say a word directly as to “unification”, for 
this proposal, owing to the ability and presistency of its advocacy, has become 
the spear-head of the railway discussion for several years past. During these 
years, I have watched with the deepest interest the intense struggle that was 
being waged before the public. In the main, the larger campaign has bee 
limited to unification. Despite that advantage, it has impressed me as faili q 
to make the necessary headway against a strong under-current of opposition 
throughout the country towards the phase of ‘ “monopoly” that was thought to- 
be involved. This result, at least as it appeared to me, served to strengthen my 
early conviction that an almost insurmountable barrier lay in the way of x 
acceptance by the public at large and by Parliament. Nor was this conclusion 
weakened by the recent admission of some leading advocates that only ede 5 
the extreme or emergency step of the formation of a “National Government” 
could the necessary legislation be pressed through at Ottawa. Ki 
As for myself, feeling that any railway plan that embodies some form of 
monopoly would have no chance of being placed on the statute books, I have 
sought for something that would not be too radical a departure from the present 
experiment, but would provide a competent outside body on whose fairness both 
railways could rely, while the automatic element of reference to a tribunal would i 
remove that “contentious” element that has been objected to in the present 
“Canadian National and Canadian Pacific Act.” y 
Hence, I would urge that some measure like “Supervised Co-operation” be 7 
adopted as the most effective plan for immediate results in lessening duplication 
and creating savings, with a fair form of regulation of highway, competition as a 
means ae the recovery of much of the traffic that has been lost in recent Yeates ‘| 


“PERSONAL” OPINION ONLY ; i 
1 + 


In fairness to my associates in the organization with which IT am connected 
I desire to make it clear that the opinions expressed in this Memorandum i. 
solely my personal views. a 
[Mr. Harvey H. Black.] 
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RECOMMENDATIONS 
1. SUPERVISED Co-OPERATION 


Revision of present system of Co-operation so as to make it more workable, 
and much more effective in regard to savings. Present basis of “arbitral tribunal” 
(not once invoked by the railways) should be extended to establishment of per- 
manent and larger body known as “Railway Co-ordinating Tribunal,” member- 
ship of which would include railway experts, and whose duty, all the year round, 
would be to supervise Co-operation and to see that it was made effective. 
It would have two functions: (1) as a referee to decide as between the 
two railways where disputes occurred over plans that promised savings (all 
failures to agree being reported to it automatically) ; (2) in an advisory capacity, 
to study the entire field of operations and to suggest methods of savings. 

A Co-operating Committee of the railways would have a neutral Chairman, 

the Vice-Chairman (or even Chairman) of the Railway Co-ordinating Tribunal, 
to strengthen the spirit of co-operation and to stimulate action. 
_ These recommendations arise out of weaknesses in the present Act govern- 
ing Co-operation and the disappointing results of railway action during the 
past four or five years—due to the lack of close and permanent contact with 
the Tribunal. 

As a background and a precedent for abundant success for Co-operation 

there is the experience of the Canadian Pacific Railway during the war years. 
Under the jurisdiction of whole-hearted co-operation through the Railway War 
Board, with Mr. W. M. Neal as Secretary and virtually manager, the C. P. R. 
(in 1916) showed the lowest operating ratio in its history, and the largest per 
share earnings on its preference and ordinary shares, and with gross revenue 
of only $139,000,000 came within $1,200,000 of equalling the record for all time 
of net profits, that of $51,694,000 established in the year 1928, when the company 
had the benefit of $90,000,000 more revenue. 
i In case it should be thought that without compulsion we were merely 
continuing the present unsatisfactory results of “voluntary” Co-operation—in 
spite of the large extension in the efficiency and scope of the Tribunal I have 
proposed—I would add the element of “Publicity,” largely absent so far in 
€o-operative effort. Periodically, there should be made public to the people 
of Canada a list of all the proposals for Co-operation and savings that were 
considered, with the verdict reached by the Tribunal, the attitude of each of the 
railways, and the final step taken, positive or negative. Widespread publicity, 
I am convinced, would soon become one of the strongest influences—as powerful 
possibly as compulsion—toward securing comprehensive Co-operation. This 
would leave full responsibility with the railways, and remove it from the 
shoulders of the Government. 


fi 
‘ 2. ReGuLaATION or Highway ComPEtItION 


4 But there is another field with even greater promise of results. From 
n analysis of the destructive effect of highway competition on the gross and 
net revenues of the railways during the past ten or fifteen years, I am con- 
vinced that the regulation of highway traffic to compel fair competition with 
the railways will be the most fruitful of all methods for solving the railway 
eee of Canada—through increasing gross and net revenues. Conversely, 
that unless the Federal and Provincial authorities work together to this end, 
only disappointing results can ensue in savings to the railways from any plan 
o may be devised for lessening duplication through railway action alone. 
__ For such plans, in the main, are designed to cut down overhead costs: 
they would not solve, except slightly and indirectly, the major problem of 
estoring to the railways the huge losses in gross and net revenues they have 
Suifered in the past few years from the inroads of highway competition. 
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One example should make this clear. In 1938, gross revenues of the C.P. R. 
and C.N.R. amounted: to $324,000,000. Had revenues kept pace since 1926 
with the Index of Physical Volume of Business in Canada (compiled by th 
Dominion Bureau of Statistics), the gross revenue would have been $528,000,000 
or $204,000,000 more. 
_ And as for net profits: Actual net in 1938 was barely $27,000,000, while 
on the almost identical parallels of the heavier volume in 1928 and 1929 the 
net for 1938 would have been close to $100,000,000—or $70,000,000 more than 
it was, the drop being largely the result of “cut-throat” highway competition. } 
This is the field that needs most solving; the field that promises the greatest 
source of increased gross and net railway revenues; the field that is being most. 
zealously explored for the relief of the British and the American railways; 7 
the field that the Senate, and the Dominion and Provincial Governments 
should take in hand at once—this field is the second and most vital phase of 
Canada’s railway problem. f 

This field, too, has the overwhelming advantage in another direction: 
Co-operation, unification and other similar railway plans alike count on a 
very high percentage of savings as coming from a reduction of employment 
by the railways; fair regulation of highway traffic is a positive plan; it proposes, 
not a reduction of employees and an increase in unemployment in Canada, but 
an increase of employees, through a recovery in volume of traffic. Altogether 
something that is infinitely more consistent with constructive statesmanship. 3 

In Great Britain, a movement for co-operation between the railways and 
the truckers already, during 1939, has made marked progress. In the United 
States, little emphasis is being laid on consolidation of the railways, although 
there are several hundred of these: in a report just issued by the Institute of 
International Finance of New York University, the following statement is made: 
“The long-term outlook for railroad traffic thus depends primarily upon the 
ability of the railway lines to check the diversion of freight and passengers to 
other transport. agencies.” 4 

I submit then, the Two-fold Solution of the Railway Problem:— 


(1) eileen ther co-operation, to cut down overhead and effect savings; 


(2) Regulated highway competition, to restore large gross earnings to the 
railways, to increase net profits, and to increase, not cut down, vailwagl 
employment. 


i 
| 
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The Committee adjourned, to resume after the Senate rises this afternoon. 


The Committee resumed at 6.15 p.m. ie 
The CuHairman (Hon. Mr. Beaubien): Gentlemen, the question now is to. 
decide upon a time for resuming. The two leaders suggest it should be 11 30 . 
to-morrow morning. The Banking and Commerce Committee is meeting at 
half past ten. | 
Hon. Mr. Danpuranp: Most of the members of this Committee are on the 
Banking and Commerce Committee, I believe. a 
Hon. Mr. Harpy: Some of hen aire, bo & 
Hon. Mr. Buack: A good many of them. a 
Mr. Fuintort: I have this memorandum, sir, that I promised this morning | 
to let you have. If you prefer, I will hold it till to-morrow morning before | 
reading it. 
Hon. Mr. Danpuranp: You may read it to-morrow, perhaps, but let me 
have a copy now. cH 


The Committee adjourned until to-morrow at 11.30 a.m. 
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(Extracts from the Minutes of Proceedings of the Senate for March 7, 1989) 


Resolved,—That, with a view of completing the inquiry pursued durin 
last session by the Special Railway Committee of this House, and prepari 
and submitting an adequate report on such inquiry, this Special Commit 
be re-appointed with a view to inquire into and report upon the best meai 
of relieving the country from its extremely serious railway condition and 
financial burden consequent thereto, with power to send for persons, papt 
and records and that the said Committee be re-appointed with the same p 
sonnel and, therefore, that it consist of the Honourable Senators Beaubie 
Black, Buchanan, Calder, Cantley, Coté, Dandurand, Graham, Haig, Huge: 
Horsey, Jones, Hardy, McRae, Meighen, Murdock, Parent, Robinson, cae 
and Sinclair. . 


MINUTES OF EVIDENCE 


THE SENATE 


~ _ Turspay, May 2, 1939. 


. 


The Special Committee re-appointed to ineuive into and report upon the 
best means of relieving the country from its extremely serious railway condi- 
ion and financial burden consequent thereto, met this day at 11.30 am. 

; Right Hon. Mr. Graham and Hon. Mr. Beaubien, Joint Chairmen. 

O. M. Biggar, K.C., Counsel to the Committee. 
: The CuHarrman (Right Hon. Mr. Graham): Gentlemen, is there a place 
where we can stop this inquiry? We must get through with it sometime. 

The CuHairman (Hon. Mr. Beaubien): I hope it will be to-day. 

Right Hon. Mr. Muicuren: We ought to get through to-day. 

The Cuatrman (Right Hon. Mr. Graham): We must be careful to see 

that no injustice is done to anybody; but surely there must be a time when 

“we can say we have exhausted our resources. 

Hon. Mr. Brack: Let us finish to-day. 

| Hon. Mr. DanpurAND: Will Mr. Biggar inform the Committee as to 

“engagements with parties who have asked to be heard? 

1 Mr. Biccar: No engagements have been made; everything is subject to 

‘the decision of the Committee. There are certain people m attendance—par- 

icuarly Mr. Kelly, of the Co-operative Legislative Committee of the Standard 

Railway Labour Organizations—who desire to be heard, if the Committee is 

teady to hear them. 

Hon. Mr. Buack: On what phase? 

' Mr. Biacar: In answer to the remark of Professor McDougall on the 

question of wages. 

Hon. Mr. Buack: That has been refuted three times already. by special 
vitnesses. 

Hon. Mr. DanpurANnp: I received an advance copy of Mr. Kelly’s state- 

It is fairly long, and I was wondering if Mr. Kelly could give us a 

Synopsis of it. Of course, we could not refuse to file the whole statement. 

Right Hon. Mr. Mrtcuen: If this statement is read it will mean that the 

vhole forenoon will be taken up with it. 

_ Hon. Mr. Brack: There could be no objection to filing the statement with 

the Committee. 

' Right Hon. Mr. MeicHen: No. 

_ Hon. Mr. Danpuranp: The statement is accompanied by estimates. Would 

these be printed in the record? 

- Mr. Bicear: That is the request. 

_ The Cuatrman (Hon. Mr. Beaubien): Gentlemen, is it your desire that 

his memorandum be filed? 

- Right Hon. Mr. MetcHen: And made part of the record. 

Hon. Mr. Danpuranp: Has Mr. Kelly any special reason for sub- 
mtiating his written memorandum by an oral statement? His whole memor- 
dum will appear in the record.. 

The Cuairman (Hon. Mr. Beaubien): Yes, the whole thing will go into 
the . record. 
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Mr. A. J. Ketty: Mr. Chairman and gentlemen, there are one or two — 
points we should like to have emphasized. In the interests of brevity and in — 
an attempt to expedite the work of your Committee, we have prepared a sum- : 
mary, which I think could be read in about fifteen minutes, of the contents of © 
the brief and these tables. In view of the statements that have been made 
before your Committee and the publicity which has been given them, the mem- 
bership of some eighteen organizations feel they should have an opportunity to © 
touch upon the high points in the brief. In that way we would call attention — 
to the portions which we emphasize in the brief. 

The CuHarrMAn (Hon. Mr. Beaubien): Do you want to substitute your. ; 
summary for the memorandum? f 

Mr. Ketuy: No, sir. We feel that afteer having attempted to prepare a 
brief in answer to various misrepresentations which have been made here, it is — 
only fair that we should be afforded an opportunity of filing the complete bre ; 
in the record. 

The CHaAtrMAN (Hon. Mr. Beaubien): Is your memorandum along ihe . 
same lines as that submitted by Mr. Chase? ; 

Mr. Ketity: Mr. Chase, I believe, dealt almost exclusively with locomo- — 
tive engineers. We hope to deal with the entire wage bill of the railways, in — 
a general way, and we think we can prove to your Committee that the wage bill - 
is not the factor that it has been made to appear in your efforts to solve this 
problem. 
Hon. Mr. Horsry: If you can read your summary in fifteen minutes, I © 
think you should do it. 

Hon. Mr. Buacx: I would suggest that we hear Mr. Kelly for fifteen 
minutees, and that his brief be filed. ¥ 


Mr. A. J. KeLiy appeared as a witness. 


By Mr. Biggar: 


Q. Mr. Kelly, you are the Chairman of the Co-operative Legislative Com" ; 
mittee of the Standard Railway Labour Organizations?—A. Yes. 

@. And you prepared this statement to be submitted to the Committea 
and also a statistical analysis of employees’ hours of service and compensation, © 
increased efficiency and productivity of railway employees, and distribution. 
of railway revenues?—A. Yes. 

Q. It is these two documents that you desire to have filed and made pari 
of the record here?—A. Yes. 


(Statement submitted by the Co-operative Legislative Committee of then 
Standard Railway Labour Organizations, with statistical analysis of employees’ — 
hours of service and compensation, increased efficiency and productivity of — 
railway employees, and distribution of railway revenues, filed as Exhibit 103.) — 

Q. I understand you have some notes from which you can quickly indicate _ 
to the Committee the salient points of this memorandum? 

Hon. Mr. Danpuranp: Do you intend to follow your memorandum? x 

The Witness: No, sir, except the first part of it, which deals with the 
testimony given before your Committee by Mr. Peterson, which was not only an — 
attack on the wage structure and wage agreements, but, as we understand it, an 
attack on the entire functioning of these several international brotherhoods. I 
would like to read the first part of my memorandum dealing with that:— ) 


e 


Honourable Gentlemen: ¥ 
On behalf of the Co-Operative Legislative Committee of the Standard 
Railway Labour Organizations representing substantially all employees — 
engaged in the steam railway industry in Canada, we desire to express 
[Mr. A. J. Kelly.] 
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our sincere appreciation for the opportunity to appear before your Com- 
mittee to make a reply to certain allegations which have been made with 
reference to the wages and working conditions of the employees we 
represent. 

We submit that these attacks on our wages and working conditions 
are wholly unfair and unwarranted, and designed primarily to influence 
public opinion against labour unions and the railway brotherhoods. We 
refer specifically to the testimony of Professor John L. McDougall of 
Queen’s University, who appeared before your Committee on March 21, 
1939, and to a somewhat similar line of testimony by Mr. C. W. Peterson, 
editor of the Farm and Ranch Review, who appeared before your Com- 
mittee on March 28. 

Before going into the question of wages and working conditions of 
railway employees, we desire to comment briefly on certain statements 
which were made by Mr. Peterson with regard to our international rail- 
way labour organizations. 

At page 99 of the Proceedings under the caption “ Foreign Control 
of Railway Labour,” Mr. Peterson made reference to the international 
character of our organizations and conveys the impression that they are 
a menace to Canada and are subject to dictation from a foreign country, 
even to the extent of being influenced to go out on strike for higher pay 
in the interests of uniformity of compensation on both sides of the line, 


and at page 100 he states: ‘‘ I cannot imagine a weaker or more vulner- 
able instrument for dealing with labour disputes of large dimensions than 
a democratic government.” At page 104 Mr. Peterson states: ‘“ Suc- 


cessful control and socialization of business necessitates a political 
dictatorship, able to restrain the unionization of labour for bargaining 
purposes. That has been demonstrated over and over again in Europe 
since the War. 6 

In reply to Mr. Peterson’s statements, which we consider are of an 
irresponsible nature, uttered without mature thought, and without knowl- 
edge or regard for the true facts, we would first say that the international 
railway labour organizations have been in existence for as many as 
seventy-five years, have an enviable record of constructive service to ~ 
their credit and are considered by sane thinking people as responsible 
organizations capable of carrying out any agreements into which they 
may enter. We challenge Mr. Peterson, or any other person, to prove a 
case where these organizations have not been law-abiding or have 
violated any of their agreements with the railways. The Canadian rail- 
ways themselves are international, in that they cross international 
boundaries and hold membership in an international organization known 
as the Association of American Railways. Financial institutions know no 
boundary lines, nor do fraternal societies, service clubs, insurance com- 
panies, the church and countless business firms. Yet Mr. Peterson seems 
to think that it is improper for railway employees to belong to inter- 
national organizations and even suggests that our democratic form of 
government should be abandoned in favour of a political dictatorship 
such as is now in existence in some European countries in order to restrain 
the unionization of labour for bargaining purposes. Perhaps Mr. Peter- 
son would prefer to live in one of those countries where he might find 
conditions more to his liking. 

It may interest you to know that our organizations are the most 
democratic institutions in the world and one of our strongest bulwarks 
against the forces of communism, fascism or any other ism which is 
opposed to our democratic form of government. We not only preach 
democratic ideals, but we practice them. 
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The control of these organizations is vested in the membership and 
an not in the officers as Mr. Peterson suggests. The membership elects the 
( . officers of the organization, and formulates the policies which those 

. officers must follow. Could anything be more democratic? 
With regard to Mr. Peterson’s charge that these organizations are 
subject to foreign domination even to the extent that the Canadian mem-— 
bership could be influenced to go on strike, we wish to make ‘it clear that 
the membership of the international railway organizations in Canada_ 
elect their officers and committees from among their own ranks, have 
complete autonomy over their own affairs, conduct their own negotiations 
with management with regard to wages and working conditions and 
cannot under any circumstances be ordered to go out on strike by anyone _ 
domiciled in a foreign country. A strike can only be called after the 
Canadian membership concerned has voted in favour thereof of their” 
own free will and accord and without coercion of any kind. The™ 
authority of the Chief Executives to call or veto the calling of a strike 
is predicated solely on the result of the vote of the membership involved. 

At page 99 of the Proceedings, Mr. Peterson indicates that the inter- 

national railway organizations are so powerful that they .have been ™ 

able to coerce their employers and the public into acquiescing in an 

excessive wage scale. We appreciate the compliment which he pays to 

the strength of our organizations, but unfortunately his statement is not 

a fact. The officers of the railways are astute business men who are 

forever watchful of guarding the interests of the railways under their 

jurisdiction and it has been our experience that they are fully capable 

of protecting those interests. We take pride in the industrial states-— 

manship which has been displayed by our organizations and the fine 

relations which have existed with the railway managements for man je 

years. 
Mr. Peterson has also made a great many other charges but we 

do not desire to take up the time of the Committee to answer them in 
detail. A careful examination of his testimony will show that not only is he 
grossly uninformed with regard to the international railway labour or-— 
‘ganizations and their wages and working conditions, but his statements” 
for the most part were wholly unsupported by proof of any kind. The 
words “I think” and “I believe” run throughout his testimony, which 
consists of many opinions but very few facts. In our opinion, it is not 
worthy of being called evidence—and we cannot see where it contri- 
butes anything constructive to your investigation of the railway problem. — 
Up to this time no adequate picture of railway wages and related 
factors have been presented to this Committee. Both Professor 
McDougall and Mr. Peterson have indicated that the wages of railway 
employees constituted a burden on the industry and, therefore, were an 


problem. But in attempting to support that conclusion only fragmentary 

evidence has been offered. On the one hand, Professor MeDougall con- 

sidered only extreme cases affecting a relatively small proportion of al 

railway employees, while Mr. Peterson simply based his conclusion on 

“belief” without any proof whatsoever. Me 

We have made a careful analysis of wages as a cost factor in the 

production of railway transportation which in the last analysis is the 

fundamental issue involved here and while constituting a reply to Pro- 

. ‘fessor McDougall and Mr. Peterson, we feel that in presenting this study 

a we can make a real contribution to the work of your Committee. Unlike 

‘y Professor McDougall and Mr. Peterson, we have embraced the wag 

paid to all railway employees in our study and we are prepared to off 
the necessary proof to support our contention that railway wages are n 
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a burden on the industry and, therefore, co not constitute an obstacle 
to the solution of the railway problem. 


J I might jump over the balance of the brief and turn to some notes. This, 
I believe, will save time. 
In connection with the characteristics, duties and requirements of railway 
employment, we say that the railway industry i is a huge plant providing essential 
public service, indispensable in times of peace, emergencies or war. It is a 
national necessity. It provides constant, continuous transportation of persons 
and all commodities at all seasons to all sections served by it. 

The operation of this plant employs approximately 130,000 employees of 
specialized skill and training not obtainable or usable in other industries. 
i There is a responsibility imposed upon railway employees, non-existent in 
other occupations. The safety and security of every passenger, as well as every 
dollar represented by freight and equipment, depend upon the efficient co-ordina- 
tion of effort put forth by the employees. 
The character of their work is such that they cannot be under direct and 
constant supervision of the officers. They must be able to meet situations which 
arise and be reliable, clear-headed workers at all times. It is absolutely essential 
that all be capable, and the interdependence of all groups in producing efficient 
service appears in perhaps no other industry. 
Without attempting to detract from the financial and managerial coutribu- 
tions of others which are essential to the far-reaching functions of our railways, 
we again stress the fact that ultimate achievement of safety and efficient service 
rests upon the co-ordinated function of efficient railway employees. 
4 Having regard for the service rendered by railway employees we now turn 
to a consideration of railway wages and related factors. 
: We have prepared tables as an exhibit showing that the average earnings 
of all railway employees in Canada are not high and that greater efficiency, 
productivity and economy have been realized and that wages of employees are 
not a factor in your search for a solution of the railway problem. 
| The basic statistical data used in such tables have been taken from 
Statistics of Steam Railways of Canada. 
The tables may be classed under the following general headings: — 
1. Employees, hours of service, compensation. 
ig 2. Increased efficiency and productivity of railway employees. 
3. Distribution of railway revenues. 
Some of these tables will appear in the order shown in the brief and the 
exhibit accompanying the brief. I have condensed them in this way: 
. Tables 1 and 2: 


t 
ig Men Hours Wages 

es 38-8% less 35-0% less 36:1% less 
; Tables 3 and 4: 

a Wages 

vs 62-7% earn not more than $125. 
Gi 83:9% earn not more than $150. 
+ 


i a 


91:8% earn not more than $200. 
only 2-0%, including officials, earn more than $250. 


¥ I might say of that 2 per cent, only 866 men are covered by what are known 
as working agreements; the others are salaried men, and so on. 


a 

Table 5. Per mile of track: 

: Men Hours Wages 
37°8% less 41:3% less 42-79% less 

Table 6. Ton miles produced by 1923 to 1937: 
Men Hours of wages 
6:9% more 11:3% more 5-01% more 
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Table 7. Revenue ton miles produced by 1920-1937: 
Men Hours of wages 
22-0% more 29:0% more 32:1% more 

Table 8. Operating revenue produced by: 


Men Hours of wages 
Rail 
line 2-8% more 8-:3% more 11:8% more | 


Table 9. Total operating revenue produced by: 


Men Hours of wages 
4°3% 9°8% 12-5% more 
Table 10. Net operating revenue: 
Men Hours of wages 


468-5% more 509:7% more 520°4% 

Table 11. Revenue ton miles per $ operating expenses: 
Operating expenses 37:1% less 
Ton mile per $.... 34-3% more. 

Table 12. Earnings of stockholders not complete. 


Table 13. 

Interest Wages 

31°3% more 36:1% less 
Table 14. Total operating revenue: 


Portion operating revenue required for wages. 
Oper. Rev. Wages % Rev. for Wages 


27°8% less 36:1% less 11-6% less 
Table 15. Rail line operating revenue: 
Revenue Wages % Rev. for Wages 
28°9% less 36:1% less 10:2% less 
Table 16. Per cent Total operating revenue for interest: 
Revenue Interest % Rev. for interest 
27-8% less 31-3% more 82:5% more 
Table 17. Per cent Operating Revenue rail line for interest: 
Revenue _ Interest % Rev. for interest 
289% 31-3% more 84% more 
Table 18. Ratio Interest to Wages: . 
Wages Interest Ratio Wage per interest ; 
36:1% less 31°3% more 54-49% less 


I desire now to read to you the summary and conclusions at pages 37 and 


38 of our brief. 


SUMMARY AND CONCLUSIONS 


* 
i 


The railway industry consists of a large and far-reaching plant requiring 


clock-work precision and an unusually high degree of training, skill, responsibility — 

and experience on the part of the employees to operate. It 1 is an industry which | 
has only service to sell, and from the standpoint of the public which uses the | 
railways, the employees are the railways. On them depends their safe and 
efficient operation. 
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The wages of railway employees which have been subject to criticism are 
not a burden on the industry, and in fact increasing efficiency has made it possible 
to produce better transportation at lower cost, particularly lower labour cost, per 
unit of service, to which the railway employees have contributed no small share. 
_- We may conclude, therefore, that the criticism of railway wages and 
working conditions is wholly unjustified, and that these factors do not present 
any difficulty in your consideration of the railway problem. In fact, the opera- 
tion of the railways as a whole is conducted efficiently and cannot be criticized. 
' Declining traffic and revenues due to competition, and the drain on revenues 
from other sources, principally the capital structure, appear to suggest more 
fruitful fields of enquiry for a solution of the railway problem. 
; While the purpose of this statement is primarily to reply to the unwarranted 
attacks which have been made upon the railway employees of Canada before 
this Committee, we ask that it also be accepted as supplementing and supporting 
the recommendations which we have previously submitted to your Committee. 


The Cuatrman (Hon. Mr. Beaubien): Very good, Mr. Kelly. Thank you. 


4 
y 
3 


——— — 


Mr. Fuintorr: Mr. Chairman, I have filed with you a letter addressed to 

the joint chairmen, covering the Canadian Pacific memorandum in rebuttal of 

the evidence given by officers of the Canadian National Railways in criticism 

of the Canadian Pacific estimate of savings, based on operations in the year 
1930. Copies are being distributed to the members of the committee. I would 
ask, sir, that this memorandum be included in the proceedings. 


(The following is the memorandum submitted by Mr. Flintoft.) 


“MEMORANDUM IN REBUTTAL OF THE EVIDENCE GIVEN BY 
: OFFICERS OF CANADIAN NATIONAL RAILWAYS IN CRITI- 
CISM OF THE CANADIAN PACIFIC ESTIMATE OF SAVINGS 
BASED ON OPERATIONS IN THE YEAR 1930. 


The criticism of the Canadian Pacific estimate took three forms (a) that 
the savings from line abandonments included in the estimate were a major 
item in it, and that most of the mileage listed could not be abandoned; (b) 
that the estimate based on operations in 1930 was no longer valid in view of 
the subsequent economies made by both systems; (c) that the estimate as a 
reflection of the 1930 conditions was in error in several respects. 

j As to the first point, the criticism ignored evidence to the effect that the 
estimated savings could in the main be achieved without line abandonment 
by rerouting traffic and reducing maintenance expenses (Macnabb, pp. 610, 
639). It has been shown that the complete elimination from consideration 
of all line abandonments would only reduce the total savings by $7,248,798 
(pp. 583, 905-06, 985; Exhibit 70, p. 943; Exhibit 80, p. 1112). It was also 
shown that if only those lines common to both the Canadian National and 
the Canadian Pacific estimates to the Royal Commission were abandoned, the 
total savings would be reduced by approximately $4,215,000 (Exhibit 70, p. 
943). The validity of these figures was not questioned, and since they are 


not a major factor in the estimate, the question as to whether a particular 
portion of line can or cannot be abandoned is not of importance in respect of 
_ total savings. ; 
As to the second point, it was recognized that the economies put into 
effect by the two railways since 1930 are substantial, but attention is drawn to 
_ the fact that many of these will prove temporary in character; that by far the 
greater proportion were the result of sub-normal traffic volume, and that only a 
small proportion pertained to economies of the type inherent in unification. 
mererefore, it is an error to assume that these economies are properly deduc- 
‘ible in total from the savings based on the operations of 1930, or the savings 


ae ee 
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for a year of normal traffic. Although, to appraise accurately the effect of 
these economies on present conditions, would require the preparation of a new. 
detailed estimate, the Canadian Pacific officers offered an approximation of the 
savings under conditions as of 1937, based on the assumption that savings 
from unification would fall in total in proportion to the reduction in expenses. 
This was admitted to be a proper test (Fairweather, p. 206). The result of this — 
calculation indicated savings of $59,740,000 and no criticism of this was made. 
Recently, the Canadian Pacific has made a detailed study, which fully supports 
this calculation. For these reasons, in dealing with the detailed criticisms of 
the various items included in the estimate, the many references to the econ- 
omies accomplished since 1930 will not be dealt with further in this memor- 
andum. 
With respect to the third point, the criticism will be met under the headed 
ings in which the savings were calculated as follows:— 
Supervisory Items 4 


The re-arrangement of supervisory organizations as proposed by the 
Canadian Pacific witnesses was criticized only in respect of the prudence of 
including in such an arrangement Canadian National lines in the United States, 
and in respect of three minor supervisory offices, namely: Prince Edward 
Island, Levis and St. Thomas, none of which could have any vital effect on 
the validity of the estimate because the difference in the savings if all of these _ 
objections were given effect to would not be substantial in the aggregate. 

The savings which resulted from the re-arrangement were dealt with by 
Canadian Pacific witnesses in connection with the various main accounts 
whose expenses included some proportion of the supervisory costs. The criti- a 
cal witnesses contented themselves with casting doubt upon the amount of 
realizable savings, but the basis of these calculations was never seriously. 
questioned. On the question of amount, the inference was drawn that the 
economies by the Canadian National in supervision since 1930 had rendered 
much of the estimate under this heading invalid, the answer to which argu- 
ment has already been given in this momorandum. | : 


Maintenance-of-Way and Structures 


The critical witness was C. B. Brown, whose evidence begins on page 1198 
of the Proceedings. He criticized the Canadian Pacific formula, which involved 
estimating Maintenance-of-Way Expenses on a basis of the average expense 
per equated track unit, and suggested a simpler method of average expense per 
mile, on the ground that there was insufficient data to permit an estimate to be 
made on any recognized equated mileage formula. 

It is submitted that, since the Canadian Pacific formula was so weighted al 
to give effect to the difference in cost of maintaining branch lines as compared _ 
with main lines, that it provides for the cost of maintaining a double track line” 
as compared with a single track line, and that it allows for the difference in cost 
between lines in Eastern and Western Canada, it is in every way superior to Mr. . 
Brown’s See me does not allow for these factors. 


appreciated the fact that the indentical items referred to were provided for 
in the Canadian Pacific estimates (pp. 838-39 of the Proceedings). The second 


National figures which were not reflected in Canadian Pacific costs. These 
items were: . 
(a) $1,800,000 more for tie renewals. Ags to this the Canadian Pacifié 
points out that its estimate allowed the same proportion of treated ties and 
total ties for the unified system as on the Canadian Pacific, whereas the Cana- | 
[Mr. E. P. Flintoft.] Y 
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dian National actually installed less ties per mile and a lower percentage of 
treated ties in 1930 than did the Canadian Pacific, thus indicating that the 
Canadian Pacific estimate was conservative. 

4 (b) $1,500,000 more because of preponderance of Canadian National mileage 
in Eastern Canada, where maintenance costs were higher by $500 per mile 
i (p. 1203). As to this, the Canadian Pacific submits that its estimate actually 
makes an allowance amounting to about $600 per mile for the added cost of 
ee mence in Eastern Canada as compared withe Western Canada. 

4 (c) $600,000 more for timber bridges, and $1,500,000 less because of lesser 
traffic density on the Canadian National. Since the net result of these is a 
{ decrease of $900,000, they do not support the Canadian National contention. 


- Maintenance of Equipment 


1 The critical witness was Mr. J. Roberts, whose evidence begins at page 1207. 
“The main ground of objection (page 1210) was that the unified management 
could not reduce the cost of repairs per mile on Canadian National equip- 
“ment, since Canadian National repair costs were already as low, judged by 
“comparison with those of United States railroads, as was consistent with effici- 
-ency. No criticism was offered so far as the savings were attributable to reduc- 
_tions in locomotive and car miles, although these savings accounted for the 
greater proportion of the total (p. 1208). 
. It is submitted that the lower Canadian Pacific unit costs were not the 
accidental result of conditions peculiar to the Canadian Pacific, nor were they 
obtained by the sacrifice of efficiency. It is contended that they follow from 
the adoption of policies and methods developed after many years of experience 
q in a variety of conditions. It is further submitted that unified operations would 
greatly increase opportunities for the more effective utilization of equipment 
than is possible under separate operation. Because of this, costs at least as 
low as those on the Canadian Pacific can be obtained by a unified system. 
_ With respect to locomotive repair costs, specific criticism was made on 
2 the following grounds .(p. 1208): 


First: That because Canadian National locomotives had a greater average 
tractive effort than those of the Canadian Pacific, the cost of repairs would be 
‘correspondingly greater. The Canadian Pacific witness pointed out at page 
808 of the Proceedings that the effect of the increase in average tractive effort 
‘on the Canadian Pacific locomotives has been accompanied by off-setting benefits 
and the cost of maintenance per mile has not increased. The actual increase 
in the average tractive effort on Canadian Pacific locomotives between 1925 
i and 1938 was 16-3 percent. 
og Second: That the unified management would find it more expensive to 
maintain the ereater number of classes. of locomotives which would be contained 
n the unified inventory. It is submitted that the elimination of the least 
desirable classes of locomotives and in the increased opportunity for segrega- 
tion of similar classes in the most suitable territory which would be done under 
unification would be sufficient to discount any such tendency. 


‘g Third: That Canadian National locomotives had been modernized to a 
“greater extent than those of the Canadian Pacific, and that, while modern 
‘devices increase efficiency, they add to maintenance costs. Canadian Pacific 
experience has been that it is impossible to maintain a uniform cost level despite 
nodernization because of the resulting increase in utility and efficiency. 


Py Fourth: That the proportion of locomotive mileage on the Prairies was 
‘greater on the Canadian Pacific than on the Canadian National, and, there- 

‘fore, the former’s costs might be expected to be lower than those of the latter. 

~The answer of the Canadian Pacific is that bad water conditions of the Prairie 

_ Provinces have increased repair costs with the result that these costs are only 
Be ponally different from those in other sections of the country. 
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Transportation—Rail Line 

The following main criticisms were made by Mr. N. B. Walton, beginning — 
at page 1167 of the Proceedings: ; 

Savings indicated were impossible because savings to the extent indicated ‘ 
would produce a ratio of transportation expense to revenue for the unified — 
system of 33-9 per cent as compared with transportation ratios of United 
States railroads varying from 36-2 per cent to 37-5 per cent. ; 

In this connection it is pointed out that Mr. Walton’s criticism is based 
on a miscalculation since the revenues and transportation expenses for the 
unified system in 1930 should have been taken as $450,230,364 and $166,562 217 
respectively, which is a transportation ratio of 37 per cent, 


Station Service 

Criticism under this heading was confined to— 

(a) Casting doubt on the validity of the Canadian Pacific estimate by — 
drawing attention to alleged errors in assumed Canadian National expenses for 
station services at Winnipeg and Montreal. 

The Canadian Pacific admits that there may be errors in some of the figures — 
owing to lack of detailed information, but does not agree that small differences — 
of this kind invalidate its estimate of savings. It should be noted that the 
critical witness does not say whether the assumed expenses at these points were — 
too high or too low, or whether the errors claimed were themselves compensating 
or compensated by differences in other accounts. The basis of the estimate is 
not in any event called into question. 4 

(6) Pointing out that since 1930 station expense had been substantially 
reduced by the two systems. As has been previously said, these reductions do- 
not invalidate the estimate based on 1930 conditions nor do they indicate that 
these economies are deductible in total from the savings. 


i 


Yard Services 


The criticism under this heading was devoted chiefly to casting doubt on the 
reliability of the Canadian Pacific estimate which the critical witness suggested — 
had been calculated on the basis of the reduction in locomotive miles amounting — 
to 12-2 per cent, which percentage was the same as that derived from the cal-_ 
culation of savings in yard service expenses. The fact is that the savings were 
derived by detailed study and analysis at specified points where duplicate facili-— 
ties were maintained by the two systems, and with full regard to actual operating 
and physical conditions. These savings at these points were then expressed as 
a percentage of system costs. The percentage thus found happens to coincide 
with the percentage saving developed for road locomotive miles, but there is no 
necessary relationship between them. 

A further criticism was directed to errors in assumed yard costs of the 
Canadian National at Montreal and Winnipeg. As in the case of station service, 
the critical witness gave no indication as to whether these costs were too high” 
or too low, or whether the differences mentioned were compensating. 3 


Train Services iP 


The criticism under this heading was chiefly confined to casting doubt upon — 
the possibility of reducing train and car miles to the extent estimated by the 
Canadian Pacific. Specifically, the various items were criticized as follows: 

(a) Train Service—Abandoned Lines and Consolidation of Merchandise 
Traffic. 

This was criticized on tthe ground that no details were furnished and thal 
reductions were wholly speculative. While it is easy to criticize any estimate on 
such a ground, no alternative figures were given by the Canadian National. The 
Canadian Pacific’s position is that the estimate was made after careful study of — 
all the ascertainable facts. 2 
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. (b) Heavier Loading of Carload Traffic. Reductions due to this were criti- 
cized on the ground that in order to get substantial reductions in train and car 
miles the situation would have to be carried to such an extreme as to impair 
service to the public. The Canadian Pacific estimated only 1 per cent reduction 
for each of the two factors which is conservative when compared with the estimate 
of 5 per cent increase in car loadings included in the Canadian National estimate 

(p. 509). 

(c) Re-routing of Empty Cars. This was criticized on the ground that all 

possible savings have been made under co- operation. The Canadian Pacific 
admits that at certain points co-operative effort has eliminated a small portion 
of the duplication in this respect. The total savings cannot, however, be ob- 
tained until the practice is made to apply throughout the two systems, and that 
would only be possible under unification. 
(d) Re-routing of Freight Traffic. Reductions from this source were criti- 
cized on the ground that there was insufficient detail furnished to enable these 
reductions to be verified, and that any savings possible under unification could 
equally well be accomplished under co-operation (pp. 1174-5). 

As to the first point, the Canadian Pacific draws attention to the evidence 
of Mr. O’Brien (pp. 763-74) and to Exhibit 57 which, while not printed, was 
filed and available to Canadian National witnesses (p. 774), As to the second 
point, the Canadian Pacific submits it is no criticism of an estimate of savings 
under unification that equal savings can be made under co-operation. In 
addition, Canadian Pacific points out that it has been made very clear.in the 
discussion on co-operative economies that these necessarily do not go as far as 
those under unification. 

(e) The reduction of 24 per cent in the cost of fuel was criticized on the 

ground that such a saving was a remote possibility. It is submitted that this 
is a matter of opinion, although Mr. Vaughan, Vice-President of the Canadian 
National (p. 1249), admitted that some savings could be made by consolidating 
purchases. 
: (f) Other Transportation Expenses. Three items, namely, Clearing Wrecks, 
Damage to Property, and Damage to Livestock on Right-of-Way were reduced 
by 12-38 per cent, the derivation of which percentage was not, apparently, made 
clear. The Canadian Pacific points out that these accounts will obviously 
reflect the reductions in all classes of train miles, and the percentage used was 
that of the combined reductions in freight, passenger and mixed train miles. 

The only major criticism under the heading of Other Transportation 
Expenses was related to the economies effected by the separate systems since 
. in aepInE car services. The effect of such economies has already been 
dealt with. 


Increased Operating Revenues 


The critical. witness (pp. 1231-36) expressed the view that the Canadian 
Pacific estimate under this heading was in error because the traffic being “over- 
head” was enjoyed by the Canadian railways in competition with the United 
States railroads only because— 
| (a) New England business desired to retain as many competitive routes 
as possible, and 
m= (b) the differential rates which permitted such traffic to move on Canadian 
lines are “grudgingly” agreed to by United States railroads. 

It was suggested (p. 1231) that if the Canadian railroads “were lining up 
together” that traffic might disappear. The answer of the Canadian Pacific 
is that if New England business supports the routes in question in order to add 
to the number of competitive routes, it is illogical to suppose that the removal 
of one by unification would cause them to withdraw support from the remaining 
one. It is further submitted, on the second point, that competition alone 
mfluences the United States railroads, and that the competitive position of the 
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Canadian railways would be eirene mcive under unification because of the 
improved service thereunder. ; 

The critical witness objected to ys estimate on various other grounds. Hel 
insisted that it would be impossible for the unified system to compel connecting 
United States railways to interchange traffic moving to and from New England 
so as to give the unified system the advantage of a longer haul on its own lines. 
Yet, the same witness objected also to the amount of savings which might be made — 
by substituting Portland, Me., for North Stratford, N.H., and St. Johnsbury, 
Vt., on the ground that the Canadian National had already, since the date 
of the 1930 estimate, made a re-arrangement, for this precise purpose. It is” 
submitted that these two objections destroy each other. That is, where it was 
necessary to his criticism to argue that the United States lines could retain their 
long haul, he did so. q 

The critical witness also offered the objection that the lease of the Boston 
and Maine line between Newport, Vt., and Wells River, Vt., to the Canadian 
Pacific meant that the rental of $246, 000 per annum could not be saved by 
substituting the Central Vermont for this line for interchange purposes. 
Obviously, the question of whether the lease exists or not is not pertinent to the 
amount of savings which could be made by not using the line in question. The 
only effect of the lease is to make it certain that, at its termination in 1956, the t 
annual rental can be added to the savings from unification. 

The critical witness also objected to certain items which were not included — 
in the original estimate but which were suggested as proper additions thereto by 
the Canadian Pacific (p. 984), and which were included in the Canadian National” 
estimate (p. 486). The Canadian Pacific suggested that $1,500,000 could be 
gained by readjustment of interline divisions of freight revenue. This item” 
was estimated by the Canadian National (p. 476—Proceedings) at $2,500,000. 

No criticism was offered of the estimated savings of $1,136,000 per annum 
to be obtained by re-routing traffic passing through the Detroit Gateway—_ 
although this would seem to be open to the same objections as erroneously 
offered concerning the New England Gateways. 

The Canadian Pacific total estimate for increase of revenue by rerouting 
of freight and redivision of interline freight revenues even after amendment 
showed a gross increase of only $4,771,000. The estimate of these savings 
offered by the Canadian. National (p. 489—Proceedings) showed increased 
revenues from these sources of $5,385,800—which is evidence that the Canadian 
Pacific original estimate of $2,135 000 was conservative. . 


Traffic E ooo 


cussing ihe economies effected by the heals meer since 1930, was confine 
to casting doubt on the comparability of the expenses of the two systems. The 


expenses of Colonization, Agriculture and Natural Resources. The Canadian 
Pacific pointed out that this difference was provided for in its estimate by a 
separate calculation (Exhibit 67, p. 941). % 


All Other and General Expenses 


The only criticism under these headings related to the reduction i im 
expenses since 1980, and this has already been dealt with. & 


British Columbia Coast Steamships 
The critical witness directed his attention chiefly to two points, namely—_ 
(a) the Canadian Pacific suggestion that two ships could be dispensed with; 
and, 
(b) the ‘suggestion that the Canadian Pacific estimate involved eliminatio 
of the Canadian National barge fleet (pp. 1108-09). a 
[Mr. EH. P. Flintoft.] 


ArT A Y CONDITIONS 361 


4 The answer of the Canadian Bache to the first item is that the witness, not 

having investigated the matter, was quite unable to say whether or not. the 
saving in question could be made (p. 1107). As to the second point, the Cana- 
dian Pacific witness was wrongly reported both on page 968 and by the 
Canadian National witness. It was said that savings of $104,000 were predi- 
cated on “elimination of the extra services and the elimination of one barge 
fleet.” The evidence clearly indicates and the fact is that the reference was to 
the consolidation of the barge fleets and the elimination of one barge slip. 
(See page 968.) 


“Interest on Reduced Investment in Equipment and 
Stores and Track Material 


" The criticism of the Canadian Pacific estimate under this heading was 
directed, first, to the effect of the reduction in inventory since 1930, and, second, 
as many other critical witnesses had done without giving a basis for their 
suggestion, that the estimated reductions in train and car miles could not be 
achieved. 

. As to the first pomt; the reduction in inventory since 1930 is not a valid 
i periticism of an estimate based on conditions in 1930 any more than is the argu- 
‘ment that economies made by the two railways since that time are deductible 
‘in total from the 1930 estimate of savings. 

As to the second point; the Canadian Pacific submits that while it was 
admitted that reductions in passenger train and car miles were too high, the 
‘increase in the savings in freight train and car miles more than counter- 
balanced this (pp. 983-4). 


‘Summary 

The criticism was summarized by Mr. Hungerford (pp. 1047-1052) and 
divided into two parts which involved fifty-five million dollars and twenty 
‘million dollars of the total estimate respectively. As to the first, he listed the 
alleged assumptions on which the estimate was based (p. 1050), ‘which, it was 
‘said, would “raise doubts in thoughtful minds” as to the reliability of the 
‘estimate. These alleged assumptions may be listed individually with Canadian 
‘Pacific answers to the criticisms which result:— 


1. That Canada shas entirely too much railway mileage and that 
5,000 miles “should be torn up regardless of the pioneering service” it 
performs. 


iy 


Answer: No such assumption was made. The effect of line 
abandonments or no line abandonments on the estimate is unim- 
portant for the reasons before stated. 


2. That the quality of service in Canada is too high—it clearly 
being inferred that unification savings will be at the sacrifice of this 
quality. 

Answer: The estimate makes no such assumption. It does 
contemplate that service will, in many cases, be improved and, as 
improved, will cost less than ‘under separate operation. 

3. That traffic can be “ forced to move over specified routes.” 

Answer: Economies from re-routing of traffic are not based on 
forcing anyone or anything, but rather on a choice of the more 
economical routes. 


4, That stations, terminals, etc., can be abandoned without regard 
to the effect on the community ‘and the country as a whole. 


Answer: No such assumption was made. 
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5. That Canadian Pacific costs are applicable to Canadian National | 
operations notwithstanding geographical and other differences in condi-— 
tions. 


Answer: Unit costs of the Canadian Pacific were not applied — 
to Canadian National operations, but to a new unified system neither — 
Canadian National nor Canadian Pacific (Mr. Coleman, p. 1370). 
6. That the savings are net savings without providing for capital — 

expenditures and compensation to displaced labour. 

Answer: The Canadian Pacific admitted that there was no — 
specific allowance for capital expenditures required, but it was — 
pointed out in the original estimate (p. 416) and in the introductory — 
statement (p. 529) that the annual interest charges on capital — 
required would be more than counterbalanced by savings not included — 
in the estimate, attributable to the fact that the unified system — 
would not require as much capital outlay in the future as the © 
separately operated systems. Compensation to displaced labour ~ 
is not a permanent expenditure and will not affect the ultimate © 
economies under unification. 
7. That disturbance to labour and markets are of no consequence. 

Answer: Disturbance to labour will be prevented by temporary — 
compensation allowances which are an essential part of the Cana- 
dian Pacific plan. As to the alleged disturbance of markets, it is — 
submitted that unification will be of great benefit to industry. § 


As to the second division, namely, that involving twenty million dollars of — 
~ the estimate, it was said that these were matters of statistical conjecture, a — 
statement which is apparently based on the argument that differences in opera- 
ting and maintenance problems between the two systems render the estimate 
invalid to this extent. The Canadian Pacific contends that it has made allow- ~ 
ance for differences in conditions where they exist but that these differences 
between two nation-wide systems are compensating or in total are unimportant. — 

In conclusion, it may be said that where the criticisms were, in some degree, — 
valid, the effect of these on the estimate of savings was not substantial. As — 
indicated on pages 983 and 984, the Canadian Pacific had, prior to any criticism — 
being offered by the Canadian National, made adjustments which involve deduc- — 
tions of $4,000,000, largely to reflect permanent economies made since 1930, — 
and additions of $9,000,000, arising from items, which, while they might properly — 
have been included, were omitted from the original estimate. The net effect of — 
these adjustments more than adequately meets any valid criticism. G 


MontTreEAu, Que., April 25, 1939. 


Hon. Mr. Danpuranp: The chairmen have asked Mr. Biggar to prepare 7 
a commentary on the evidence adduced before this committee since its incep- — 
tion. Now the Canadian Pacific presents its commentary upon that evidence 


under the title: Memorandum in Rebuttal of the Evidence given by Officers — 
of Canadian National Railways in Criticism of the Canadian Pacific Estimate | 
of Savings based on Operations in the Year 1930. & 

I do not intend to discuss the memorandum, but I suggest that the Canadian 
National Railways representatives prepare its commentary on that evidence, — 
so that we shall have the full picture. This would relieve our counsel, Mr. 
Biggar, of the obligation imposed upon him of preparing just such a commen- 
tary or summary of the evidence. tS 

I would ask the counsel for the Canadian National Railways to file their 
commentary of the evidence to supplement the commentary now filed by Mr. — 
Flintoft on behalf of the Canadian Pacific. or 


[Mr. E. P. Flintoft.] 
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a How long, Mr. Fairweather, woul it take the Canadian National Railway 
_to produce its review of the evidence from its point of view? 


b Hon. Mr. Brack: You mean a summary of their evidence? 


a ae Mr. DanpuraNpb: Similar to what we have had from the Canadian 
Pacific 
Mr. Fuinrorr: I think there may be a misunderstanding, sir. The memor- 
_andum I have submitted is not a summary of our evidence. We gave evidence 
as to savings in support of our estimates. The Cenadian National officers were 
_ called to criticize that evidence, and they did so. _We had no opportunity last 
June on account of the close of the session to call witnesses to reply to their 
criticism though we offered to do so. Now, this is simply a summary of the 
evidence. We have witnesses here if you ‘wish to hear them, but I took it 
that you had not the time to give to that. This is a summary of our answers 
to these criticisms; it is not a summary of our evidence as a whole. It is simply 
on the question of their criticisms and the estimates that were supported by our 
own evidence. Now, I would say that if the Canadian National is to be allowed 
_to answer our reply, we must have some sort of sur-rebuttal in regard to their 
_ answer—and we would be going on ad infinitum. In the ordinary course of 
litigation one side gives its evidence, the other side makes its answer; then 
_ the first side heard has a chance to make a reply. This is only a reply. "T can 
give it in the form of viva voce evidence, if you wish; but I thought, to save 
time, this would be the preferable way. 
| He Mr. Danpuranp: Yes, but I have read the document which my 
friend Mr. Flintoft was kind enough to hand to me last week, and there is 
“no question about it containing argument in support of the figures the Cana- 
‘dian Pacific has given. Now, surely in order to have the whole picture, we 
must have a statement as to the figures given by the Canadian National. 
Right Hon. Mr. MricHren: A reply to the reply. 
, Hon. Mr. Danpuranp: A statement as to the Canadian National’s view 
of the evidence. 
i It was felt by my right honourable friend (Right Hon. Mr. Meighen) 
and by the members of the Committee, that we should get the meat of this 
pevidence in summary form, with references to the pages where figures were 
given and statements were made by the Canadian National. Well, here is the 
point of view, and the conclusions, of the Canadian Pacific as to the whole 
“inquiry. Surely the Canadian National will not be deprived of the oppor- 
_ tunity of placing before us its point of view. That is why I say we must allow 
at least forty-eight hours to the Canadian National to bring in a general review 
of the whole evidenve, such as we have had from the Canadian Pacific. Shall 
‘we stand here with only the statement of the Canadian Pacific, saying, 
« These are the things we said; these are the answers,” and so forth? I should 
‘like to have the Canadian National give its views along the very same line, so 
‘that we may have the whole picture. 
Right Hon. Mr. Mrtcuen: There is a regular procedure in these things. 
In every hearing, whether it is before a commission, a court or any other body, 
one side is called on first—usually it is an advantage to go first—and then 
eplies to the reply, and that ends it. 
This is not evidence; it is rebuttal to the reply, and is in accordance with 
the usual procedure. But if the leader of the Government says the Canadian 
National must have the last word—and in some things the only word—I sup- 
pose he has a majority. 
- Hon. Mr. Danpuranp: But my honourable friend must not forget that 
we closed the evidence last session. We ended it. 


_ Right Hon. Mr. Mricuen: No, we didn’t. 
é 77662—2 
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Hon. Mr. Danpuranp: What we were to do when we 6 reopened i is stated | in 
the resolution. 
We have heard the evidence of the Canadian National Railways and of th 1€ 
Canadian Pacific Railway, and since we are allowing the Canadian Pacific to 
strengthen its evidence— 
‘Right Hon. Mr. Mricuen: It is just the usual reply. 


Hon. Mr. Danpuranp: It is a strengthening of the evidence. I do not know 
whether my right honourable friend has read the statement or not. I have, and_ 
I say it would be most unfair for the Canadian National to have to stand thig 
statement of the Canadian Pacific if it were to be declared the finality as to 
real position of the facts brought before this Committee. What objection 
there— 


Right Hon. Mr. Mrienen: It is never done. There is always an end. 


Hon. Mr. DAanpuRAND: But we never said, in closing, the Canadian Pacifie | 
should come in with a reply. 


Right Hon. Mr. Meiaumn: Why shouldn't they? 
Hon. Mr. Danpuranp: Because they had been heard. 


Right Hon. Mr. MrtcHmn: We hadn’t time to conclude, and we said we 
would resume this session. If it is more than a reply to the Canadian National 
evidence—I have not had time to read it, I admit—it should not be so; but if i# 
is only reply it should close the matter, ‘according to all that I have ever seen 
in the courts. 


Hon. Mr. Danpuranp: As I say it is not a reply as to some statement made 
by the Canadian National Railways. — 


Right Hon. Mr. Mricuen: What is there in it which goes beyond rep y 
and brings in new evidence? 

Hon. Mr. DanpurANnp: I would need to read the document to show th 
is a ee of the whole evidence in support of the contentions of the Cana 
Pacific. . 
Right Hon. Mr. MricHren: No, it is not. Criticisms are made one by one, | 
under the headings, and there is the answer to the criticisms. That is only replys 

Hon. Mr. DanpurAND: It is a review of the whole evidence of the Canadian } 
Pacific. 

Right Hon. Mr. Mrieuren: It could not be reviewed in that space. It is 
just rebuttal. = 

Hon. Mr. Danpuranp: Then, if we are to allow the Canadian Pacifie t 
a its statement, the Canadian National should be entitled to do the same 
thing. 

Right Hon. Mr. MzicHrmn: To make rebuttal to rebuttal? 


Hon. Mr. DANpDuRAND: We will see. Then when we have the statement of 
the Canadian National, I will leave it to the Committee to read the two state- 
ments and say if they cover the positions of the two railways. 


Hon. Mr. Hara: In any proceeding in the Senate a person who introdueel a 
bill makes his speech of introduction. Then anybody who is fighting that bill 
ean get up and speak against it, and so on through the whole gamut. Wh 
that is ended, the introducer of the bill gets up and-says, “‘I will now close 
debate,’ and in doing so he reviews all the evidence which has been given abo 
the bill. But he is not allowed to introduce any new material. 

If this is only a reply to what the Canadian National said, that ought to 
end it. I know that if it were in the House, and I had the final word, the Spea 
would not allow me to introduce new matter. We all-saw what happened in tl 
House the other day. The honourable leader of the Government and the r 
honourable leader of the other side each spoke two or three times, back and} 


forth: but it was in disobedience of all rules. ‘ 
[Mr. E. P. Flintoft.]  . | a 
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; Hon. Mr. DanpuRAND: We closed the evidence last session. 
4 pe tent Hon. Mr. MricuHen: No, we didn’t. 


Hon. Mr. Danpuranp: If we didn’t, then the Canadian National will con- 
tinue its evidence. But we closed the ‘evidence. Does my right honourable 
riend tell me that only one side is to be allowed to rise and comment upon the 
evidence given by it? 


Right Hon. Mr. Meicuen:. Has not the Camadian National been giving 
‘new evidence this session? 

~ Hon. Mr. Danpuranp: But surely the Canadian National and the Canadian 
cific have been heard; and now, in closing, the Canadian Pacific say, “Here 
s our commentary upon that evidence”. Is it to be allowed to do that when 
he other railway is not? 
Hon. Mr. Hate: Let us get this matter clear, Mr. Chairman. In any court 
n this country, or in any other country, the plaintiff states his case; the 
lefendant states his defence, and the plaintiff is then allowed to recall wit- . 
esses to rebut the evidence of the defendant. He cannot introduce any new 
natter. 
Hon. Mr. Hucussen: But he can be cross-examined. 


Hon. Mr. Hata: We-can cross-examine on this statement. The C.P.R. have 
ffered the evidence, and are willing to be cross-examined. They say, “Here 
the evidence. We will submit the witnesses, and you can cross-examine them 
mauch as you like.’”’ But my honourable friend (Hon. Mr. Hugessen) who is 
awyer, knows they cannot put in more evidence then. We should not allow 
rebuttal any new evidence that was not made in chief. It is not good practice. 
Phat is not the. practice of the Senate Committee. 

Hon. Mr. Sincuaimr: On the motion for second or third reading you can 
repeat what has been said. 


Hon. Mr. Hata: Oh, that is another stage. 
Hon. Mr. Sincuair: This is the second stage. We closed the evidence last 


ron. Mr. Hata: Then you should not let in aye this year. 
Hon. Mr. Srncuair: But we have. 


’ Hon. Mr. Hara: If this statement covers only the rebuttal by the C.P.R. 

1 what was said by the C.N.R., that should end the matter. We had the C.P.R. 
Statement, and it was criticized by the Canadian National. This is the answer 
he criticism—or whether it is an answer or not is for the Committee to 


— Hon. Mr. Danpuranp: It is a commentary of the C.P.R. on its own 
svidence and on the evidence given by the Canadian National. 

- Hon. Mr. Hate: Which is proper procedure. 

- Hon. Mr. Danpuranp: The Canadian Pacific, having filed a statement of 
‘views as to the nature of the evidence, it is just that the Canadian National 
Id do likewise. I would leave it to the Committee to judge, after reading 
two documents, whether we should continue the discussion between the 
adian National and the Canadian Pacific. But surely we will not accept 
ommentary from one side, which is practically a statement made by the 
wyers in the case after the evidence is in, and refuse such a commentary 
m the other side. This is the first time I have heard of such a thing. We have 
the evidence. Here is a commentary on that evidence by one of the parties. 
we to say we will not receive the commentary of the other party? That is 
most extraordinary proposal I ever heard. 

Right Hon. Mr. Metcuen: It is not a commentary at all. The honourable: 
man describes it wrongly in order to make his case plausible. This is: 
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Hon. Mr. Danpuranp: It is a reply I would like the other side to see— 

Right Hon. Mr. Mreighmn: You want a reply to the reply—something yo u 
never saw in your life. 

Hon. Mr. Danpuranp: I have read Saas statement and think it is the faires 
thing in the world to ask the Canadian National to produce its statement a 
to the evidence. 

Right ‘Hon. Mr. MzigHmn: Do you guarantee you won’t have anything 
more after that? 


Mr. Furntorr: Mr. Chairman, may I draw your attention to a few factors 
in connection with this matter that may help to clear it up? You will remembe 
that last spring we gave evidence in support of our estimates. We were directe 
to produce our estimates in detail, and gave viva voce evidence in support 0 
it. Then the Committee adjourned for something over two weeks to enable thi 
Canadian National Railways to make their criticism of our evidence. T 
Committee then met and continued till practically the last day of the sessi 
In Mr. D. C. Coleman’s statement we said that we were in a position, as wi 
thought, to refute certain of the statements of fact made by the Canadian 
National in respect of our evidence, but the Committee did not have time t 
hear us. g 
Now, with all respect to the leader of the Government (Hon. Mr. Dan: 
durand), ‘this is not a commentary on the evidence. At least, it is not g 
designed. If we have erred, you are entitled to strike out anything in it which 
is a breach of the well-known rule. We have not, I submit, introduced i into 
this memorandum any new evidence whatever. We have gone through th 
Canadian National evidence, and where we thought it was in error we hav ve 
pointed out the errors, referring to the evidence by its pages in the proceedings. 
This is not in any sense an argument, and if the Canadian National were A 
be allowed at this time to make an argument on our rebuttal, I would ask 
that we be given a similar opportunity after they have made “their argument 
As you know, if you are submitting arguments, the universal practice is 
submit them concurrently, without either party being given the advantage 
having the last say. So I would respectfully urge that if you are going to accept) 
argument, it be submitted in that way. But that would take a lot of time.) 
This statement was submitted to avoid the necessity of calling a lot of witnes 
again, and I suggest it is the close of the matter in so far as the evidence 
concerned. 

Hon. Mr. Danpuranp: I have read this statement, and I find that some) 
of the pages are a commentary on the evidence on both sides. — 

Hon. Mr. Cauprer: Give us an example from the document itself to show 
where it is a commentary. . 

Right Hon. Mr. MrtcHen: It is a commentary by way of a reply. It h 
to be a commentary. 

Hon. Mr. Danpuranp: I could read two or three pages. 

Hon. Mr. Catprr: Read one example. 

Hon. Mr. Danpuranp: It will be found to be a criticism of the s 
taken by the Canadian National, and an emphasis upon the figures given 
the Canadian Pacific. . 

Right Hon. Mr. Meiauen: Certainly. es 

Hon. Mr, Danpuranp: I have no objection to the production by the Cana- 
dian, Pacific of a statement as to the views they hold on the whole evidene 
so long as the Canadian National produce a similar statement of their view 
if they want to. Then with the two documents before us we would ha 
statement of the stand taken by the two railways. Surely we are not g 
to accept the statement of the Canadian Pacific as being the final word in re: 


[Mr. E. P. Flintoft.] 
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to the weight of the evidence we have heard. I said at the outset of my 
emarks a few moments ago that it had been felt that Mr. Biggar could 
haps give us a statement which would direct us to the meat of the evidence. 
nstead of that, the Canadian Pacific come along and say, “Here is the meat, 
is we want you to eat it.” 

Right Hon. Mr. MrtcHen: No, no. 

Hon. Mr. Danpuranp: I have read the statement. 

Right Hon. Mr. MrIcHEN: It is a reply. " 


: Hon. Mr. DanpuRAND: Surely the Canadian National could give us their 
view of the evidence too, and we could bring the two documents together for 
consideration. 

| Hon. Mr. Cort: The Canadian National gave a statement last year. 
Hon. Mr. DANDURAND: Both sides. 


_ Hon. Mr. Cork: ‘No. Last year the Canadian Pacific propounded a plan 
ind gave evidence in support of it. They made an estimate of savings under 
mification, and called witness after witness. They were not replying to any- 
ody ; they were offering something constructive to this Committee. I was 
the hope that witnesses from the Canadian National would analyze what 
e Canadian Pacific had said and bring before us some original ideas on the 
juestion of the railway burden. But they did not have anything constructive 
o offer. One witness after the other came along to destroy the Canadian 
Pacific evidence; their whole endeavour was to show that what had been said 
sy Canadian Pacific witnesses was not reliable. Mr. Biggar asked Canadian 
National representatives if they had any personal views as to what savings 
ould be made. They had not any; all they knew. was that the Canadian Pacific 
gures were wrong. 


Hon. Mr. Danpuranp: I beg your pardon. 

Hon. Mr. Horsry: They had their estimates. 

Hon. Mr. Cort: They had what they described as an intelligent guess. 
Hon. Mr. Danpuranp: Both sides were making estimates. 


. Hon. Mr. Cort: Somebody—lI think it was Mr. Fairweather—described it 
aS an intelligent guess. He had a series of so-called intelligent guesses as to 
vings, ranging from $56,000,000. As Mr. Flintoft said a moment ago, we had 
adjournment after the Canadian Pacific evidence was in, so that the Canadian 
ational could prepare their reply. They worked on it and brought it along, 
but it was nothing constructive; it was simply an attempt to destroy the Cana- 
dian Pacific evidence. Do they ‘find themselves in this position now, that having 
‘forgotten to say something last year in reply to the evidence in chief— 


_ Hon. Mr. Danpuranp: Oh, no. They can give a statement of their views 
on the evidence, just as the Canadian Pacific can. 
Hon. Mr. Cort: After they replied to the Canadian Pacific last year, the 
Canadian Pacific said: ‘ These witnesses have said things with which we do 
not agree. Hither they have taken a wrong inference from our evidence, or 
| they have made some other error, and we want a chance to rebut their reply.” 
| Now the Canadian Pacific want to put in their reply. I have not read it, but I 
think they are entitled to put it in. But if the Canadian National were to be 
allowed to reply to this reply, it would be a most. unusual procedure. On the 
ther hand, if the Canadian National admit candidly that they forgot something 
portant last year, I should say that even though it is irregular to allow it in 
w, I am willing to listen to it, because I do not want to close out facts. Just 
be fair, although I do not want to be a party to the admission of a reply 
to a reply, I would rather accept a statement from the Canadian National too, 
on the assumption that they forgot something last year. 
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Hon. Mr. Cauper: Mr, Chairman, may I place another view before the 
Committee? The lawyers have had a pretty good whack at this. 
Right Hon. Mr. Mricoen: Are you not a lawyer? | 
Hon. Mr. Catper: I never practised. I assume we are dealing with the 
estimates made by the Canadian Pacific of possible savings under unification 
and the counter evidence given by the Canadian National on that point. If 
that is all we are dealing with, of what importance is it to this Committee? 
We are all agreed that the Committee is not equipped to weigh the evidence 
given by either side, because we know very little about it. As I have said 
before, this matter is a highly technical one, and the Committee is not capable 
of weighing the evidence. Only an expert could do that. Of course, I am~ 
speaking generally. There may be some phases of it that we can understand — 
and reach proper conclusions upon, but in the main this Committee is not in 
a position to decide as to whether, under the evidence, sayings of $70,000,000 
or $60,000,000 or $50,000,000 or $40,000,000 can be made. 
Right Hon. Mr. MricHmn: That is, as to the amount? bi 
Hon. Mr. Catper: As to the amount. And if we go on, day after day, © 
we shall be in exactly the same position at the end as we are now. So I say 
we should wind up as soon as possible; otherwise I am going to quit. I am 
not going to stay here day after day wasting my time. i 
Hon. Mr. Danpuranp: I do not intend to extend this examination. 
Hon. Mr. Buack: Could we not meet the situation by having Mr, Bi egar 
make a summary of the evidence for us? 3 
Hon. Mr. Danpuranp: And reject this document? 4 
Hon. Mr. Buacx: I would not reject that. We have heard the evidence 
of the Canadian National. 
Right Hon. Mr. Mricurn: You cannot reject that reply, in fairness. 
Hon. Mr. Buacx: I do not think the Canadian National can bring in any © 
more evidence. Do not let us waste time by having further rebuttal by the 
Canadian National. Let Mr. Biggar draw up a summary of the evidence. 
Hon, Mr. Danpuranp: Then I move that the Canadian National produce. i 
a statement, and that their statement and the Canadian Pacific’s statement 
be commented upon by Mr. Biggar. 
Hon. Mr. Brack: If Mr. Biggar is going to make comments upon the 
evidence I should think he would need to cover it from beginning to end, and 
not deal merely with the two statements. ‘= 
Hon. Mr. DanpurANpD: He will do that, but he will have the benefit of the ~ 
two statements. Y 
Hon. Mr. Horsny: It seems to me, Mr. Chairman, that we should not_ 
deal with this matter from a standpoint of strict court procedure, or debating” 
procedure. We have been appointed to get all the information we can from both 
roads. 
Right Hon. Mr. MetcHen: That is right, Senator, but we should like to 
get through. i? 
Hon. Mr. Horsny: As Senator Meighen says, we must get through. 
There must be an end to the procedure. The hearing of evidence having been 
closed last session, and our inquiry having been finished except that we 
had not dealt with our report— 
Hon. Mr. Catprr: That is not correct. 2 
Right Hon. Mr. Mricuen: Have you seen the resolution appolutias us 
this session? . 
Hon. Mr. Horsty: The Committee was re-appointed this session. 
[Mr. E. P. Flintoft.] 
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| a Right Hon. Mr. MeicHen: The resolution says “with a view to complet- 
ing the inquiry.” Surely we would not pass a resolution to complete an inquiry 


which had already been completed. 
as Hon. Mr. Horsry: Let it go at that. We had not made our report. No 
notice was given to us that further evidence was to be taken, or that the Cana- 
‘dian Pacific were to come along with a further commentary. 

- Right Hon. Mr. Mriguren: Yes; they asked last session to be allowed 
‘to do that. - 
* Hon. Mr. Horsey: I did not know that. We find now that we have not 
much time left to do our work. 
_ Hon. Mr. Catprgr: The honourable gentleman seems‘to be forgetting the 
fact that when the Committee’s hearings closed last year there was a pre- 
aie opinion among the members that a body of experts should examine 


all the evidence we had taken. When I left the House at the end of last ses- 
ion I had the hope that experts would weigh the evidence and give us some- 
thing upon which we could act. But that was not done. If we continue to have 
documents put in, I simply will not read them, because they are of no value 


might Hon. Mr. MricuHren: Suppose we take a vote upon the motion. 


Hon. Mr. Horsry: It seems to me that the Canadian National should be 

allowed forty-eight hours within which to prepare a memorandum, and that that 

should close our hearing. I suggest that would be fair. 

4 The CuatrrmaAn (Hon. Mr. Beaubien): I suppose the most practical way 

to proceed now is to take a vote. 

’ Hon. Mr. Hate: Mr. Chairman, I do not think we should vote. The leader 

of the Government says he wants the Canadian National to put in a statement. 

I think it is against all precedent to do that, but I certainly will not vote against 

him. I would let him put in that statement, if he wants it. 

Hon. Mr. Horsry: That would save time. 

Hon. Mr. Hata: All that the leader of the Coenen is trying to do is to 

“see that the Canadian National have the last word on everything. That is an 

“unfair position to take, but if he wants to take it I am not going to vote against 

the admission of a Canadian National statement. 

| Hon. Mr. Danpuranp: That is not my state of mind at all. I am taking 

a this stand in fairness to the two contentions before us. 

I may say that Mr. Biggar has been asked to prepare a statement on the 

evidence submitted to us. He may suggest that the two railways produce their 

. statements. I take it for granted the Canadian Pacific has done so. 

*® Hon. Mr. Hata: No, that is not a statement of their whole case. It is just 
an answer to the Canadian National. 

i= Mr. Fuintort: May I say, sir, this memorandum is wholly on the question 

| of the estimate which we produced, and which the Canadian National had 

| nearly three weeks to criticize. This is not in any sense argument or commentary 

' on the evidence as a whole. It is intended to deal with questions of fact. All 

| we are doing here is to offer what we have witnesses to prove, and what we 

| think would have an important bearing on your inquiry. I would ask the 

| honourable leader, if last June we had insisted, on what was undoubtedly our 

| right, on putting in witnesses to reply to the criticisms of the Canadian National, 

h ay ould he have refused us that right? This memorandum is simply offered as 
a means of shortening the inquiry. 

Hon. Mr. Danpuranp: I ask Mr. Flintoft this question: Are not consider- 

able figures given there by way of comparison between 1930 and 1937? 


Mr. Furntort: No. 
Hon. Mr. DanpurAND: Oh, yes. 
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Mr. Furnrorr: It does not deal with the 1937 situation at all. 
Hon. Mr. DANDURAND: Oh, yes, it bears on that situation. 


Mr. Furntorr: Oh, no. If you will read it carefully, sir, I think you will] 
agree with me. : 
Hon. Mr. Danpuranp: At all events, I move that the Canadian National — 
be allowed to produce a statement concerning the commentary on the evidence. — 
When those two documents are before us we may refer them to Mr. Biggar to — 
see if he cannot base upon them a report which will be satisfactory to the — 
committee. 
Right Hon. Mr. Mriguen: Senator Dandurand, I am quite ready that you — 
should make your motion, but I would rather you would not describe this — 
memorandum in a way which those who put it in say is not justified. Why — 
describe it at all? It speaks for itself. Just move that the Canadian Pacific — 
be allowed to put it in, and then add something about the C.N.R. putting in © 
another. q 
Hon. Mr. Danpuranp: I thought the iieinGeandanl had been received. 
Then I move that the Canadian National prepare a similar statement based on — 
this situation. 
Right Hon. Mr. MrtcHsen: A reply to that statement. 
Hon. Mr. Danpvuranp: I do not like to limit them simply to following the © 
arguments there. That is a running commentary on the evidence based upon © 
1930 and brought up to 1937. Make no mistake as to that. q 
Right Hon. Mr. MreticHen: Put your motion in any way you like. i 
Hon. Mr. Danpuranp: I move that the Canadian National be allowed — 
facilities, similar to those we have given the Canadian Pacific, to bring before 
this committee their views as to the evidence which has been adduced. 


The Cuarrman (Hon. Mr. Beaubien): Will there ever be an end to it then? _ 

Hon. Mr. DANpurAND: We shall see. a 

Hon. Mr. Hata: Before you call for a vote, I desire to say I am paired with © 
Senator Robinson. He is engaged in the Divorce Committee. I promised him — 
that I would not vote. 

The motion was agreed to: Yeas, 6; Nays, 4. 

Right Hon. Mr. MricHmn: What about the terminals? 


The CuarrMan (Hon. Mr. Beaubien): There is a request by Mr. McLeod — 
to be heard on the terminal question. Will you read that? % 
Right Hon. Mr. MrtcHen: Let us vote on that, too. We have already had q 
an application from Mr. Flintoft to be heard in reply to the C.N.R’s contention — 
which is before us with respect to the Montreal terminals. I move that Mr. 
Flintoft be heard. q 


Hon. Mr. Danpuranp: We are discussing opening the ee as to the © 
selection of a location for a union station? 


Right Hon. Mr. Mricuen: No, I am putting my motion. Surely I can put — 
it in my own way. ¥ 
I move that Mr. Flintoft be heard to present his views and those of his com- 4 
pany with respect to the whole question of the Montreal terminals. a 
Hon. Mr. Danpuranp: I object to Mr. Flintoft or anybody else being heard ~ 
on the question of the location of a union station in Montreal, on the ground © 
that it is not before us, and that we are simply providing for the needs of the — 
Canadian National Railways i in Montreal. ae 
- I may as well state briefly the history of the Tunnel terminal of the Canadian ~ 
National Railways. It was originally a Canadian Northern project. Work was — 
started in 1912, it was completed in 1918, and operated in the same year. I am ~ 
_ referring to the Tunnel station. “4 
[Mr. E. P. Flintoft 1 FR 
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__ Between 1918 and 1920 there was a strong movement in Montreal for grade 
separation, and in 1929 the matter came to a head, the Board of Railway Com- 
‘missioners being asked to settle the question. A short statement explaining the 
whole situation was made by Colonel Vien before the Standing Committee on 
Railways and Shipping of the Commons. It will be found at page 58 of that 
committee’s proceedings, and is as follows: 


% I might state in this regard that this question has been studied since 
: 1927. I was deputy chief commissioner of the Board of Railway Commis- 
. sioners in 1927 when we directed the Canadian National Railways to pro- 
f vide plans and specifications for adequate terminal facilities at Montreal. 
f Immediately after that the interested parties were convened before the 


x board and it took two years from 1927 to 1929, for the interested parties 
bs to file their suggestions, their individual suggestions, and at that time 
A the Canadian Pacific Railway refused to join in the construction of the 
of terminal and the tunnel, and suggested that we should use Windsor station 
Ns for westbound trains and Place Viger for eastbound trains. The Canadian 
E National Railways went very thoroughly into this question. They had 
( experts from New York and elsewhere and their reports were filed with 
‘ the Board of Railway Commissioners. 
b Then, other interests were also consulted, the Montreal tramways, the 
i city of Montreal and other interests who retained the services of Mr. 
‘ Williamson and the old Armstrong plan as improved by Mr. Williamson 
was also submitted, involving some 20 miles of subways, a subway from 
Montreal south to Montreal north, from a certain point west on Atwater 
street to a certain point east on St. Denis or something of that kind. It 
was at that juncture that Mr. Dunning, who was Minister of Railways, 
invited Sir Frederick Palmer, who was on his way back from the Hudson 
bay to study all the suggestions that were filed, and I recall that. Sir 
Frederick Palmer consulted the Board of Railway Commissioners in that 
respect, and finally you have Palmer’s report and the presentation of 1929 
authorizing the Canadian National Railways to go on with this scheme 
that had been approved after a very thorough study of all the plans that 
had been suggested. 
Then, in 1929 and 1930 the land was acquired and the various build- 
ings that were in the way were demolished and the big hole was dug. Due 
to the depression the work was suspended for a time and there was a 
clamour of public opinion for the construction of these terminal facilities 
as much in the interest of the Canadian National Railway system which 
was at a great disadvantage in operating in Montreal, the metropolitan 
area, as in the interest of the general public using the terminal facilities 
at Montreal. I believe that there is no gainsaying the fact that adequate 
terminal facilities for the Canadian National Railways were much overdue 
and the merits or demerits of the various schemes that were suggested 
have been exhaustively gone into, to my knowledge, by the most eminent 
experts that could be invited to offer a suggestion. 


am 1929. 
| Hon. Mr. Coré: What business man to-day would extend his plant on 
the basis of something that he thought was advisable in 1929? If we all 
endeavoured to do that in the spending spirit of 1929, it would be a very sorry 
| thing for the country. 
Hon. Mr, Danpuranp: But the plan was adopted and the work was carried 
n to the tune of some $16,000,000 or $17,000,000, and then operations were 
| suspended. In 1937 the board was studying the desirability of proceeding with 
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the work because of the absolute need of the Canadian National to have its own 
terminal at the Tunnel. They examined the situation thoroughly, and in 1938 | 
found that the Government would be ready to subscribe for relief work some 
40 per cent of the cost, to be spread over the two or three following years. — 
This represented money spent constructively. It was decided to proceed. The © 
board, composed of strong business men, decided unanimously to ask the Gov- 
ernment to pass an Order in Council to furnish the cost of labour to the extent : 
of 40 per cent. ' 
When Mr. Murdock resigned from the Canadian National board it was © 
thought by the C.P.R. interests, their newspapers and their mouthpieces, that | 
his action was prompted by disagreement with the board as to the desirability — 
of proceeding with the work. When, however, the correspondence was published — 
_they were very much surprised to find that Mr. Murdock was complaining of © 
President Hungerford’s lack of zeal in publicly defending action which Mr. © 
Murdock himself had moved the board should take to continuefwork on the 
terminal. The proposal was accepted unanimously by all interested in the 
activities of the Canadian National terminal. 4 
That is the situation to-day. Are we now to try to retrace our steps and — 
have this committee decide as to whether the Windsor station or the terminal 
is the proper union station for Montreal? . 
Sir Frederick Palmer in his report emphasized the fact that if there was to” 
be a union station in Montreal it could not be the Windsor station. He dis-~ 
missed it absolutely from the picture. He saw only the terminal station as. 
being suitable for the purpose. His report is printed in our evidence. 
Hon. Mr. Hate: What was to be the cost of Sir Frederick Palmer’s com- ~ 
plete scheme? 2 
Hon. Mr. Danpuranp: It all depended on the Canadian Pacific coming in. — 
Hon. Mr. Hata: Suppose they did not come in? 
Hon. Mr. DanpurAND: Mr. Fairweather, what would be the cost? x 
Right Hon. Mr. Mrighmn: We shall have his evidence, but no one will be 
allowed to reply. . a 
Hon. Mr. Danpuranp: Mr. Fairweather, what would be the cost of the , 
larger scheme, leaving aside whatever would have to be expended for the 
Canadian Pacific to come in? 4 
Mr. FarrwuatHer: The estimate of cost prepared by Sir Frederick Palmem 
of the central terminal and all the other changes he foresaw as being necessary — 
in Montreal for Canadian National Railway requirements was, I think, 
$45,000,000. That encompassed a good deal more than is encompassed in what ~ 
the Canadian National are now doing. < 
Hon. Mr. Brack: I suggest we have a vote on it. 
Hon. Mr. Danpuranp: Yes. I want to close with this statement. I have 
looked at the report of the Royal Commission to inquire into Railways and 
Transportation in Canada. It will be remembered that this work was going on 
‘from 1929 to 1931, and that the Duff Commission was appointed in 19381. oe ‘2 
had before, them that situation, they knew what was going on in Montreal and 
what was planned. I have tried to find out if they touched upon the questi iq 
of terminals. I find their only allusion to the subject is at page 66, touching 
“ Jurisdiction of Arbitral Tribunal.” Section 215 reads:— a 


The Arbitral Tribunal ought not to have jurisdiction to order the 
construction of extensions and additions to existing lines and facilities, — 
except in such minor matters as connections to give access to existing 
tracks and terminals which by order of the Arbitral Tribunal or other- 
wise are used, or are to be used, in common. Subject to the provision 
of any statute relating to any particular railway, the Arbitral Tribunal 
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will have full jurisdiction as to measures, plans and arrangements for 
the joint use of tracks and facilities. 


| ; This was given effect by the Bennett Government in the Canadian National- 
Canadian Pacific Act of 1933. What does subsection 4 of section 17 concerning 
arbitration in case of disagreement say? Let me read the subsection: 


No Tribunal shall have power or jurisdiction to settle, determine or 
order that any measure, plan or arrangenfent should or shall consist of 
or include any agreement for the construction of extensions and addi- 
tions to existing railway lines, terminals or facilities except in such 
minor matters as connections to give access to existing lines, terminals 
or facilities which, as the result of the settlement or determination of any 
dispute by any Tribunal or otherwise, are used or are intended to be 
used in common. 


‘That is the law to-day and governs the C.P.R. as well as the Canadian National. : 
_ This Act, which was sponsored by the Bennett Government and submitted to 
the Senate by Right Hon. Senator Meighen, declares that no Arbitral Tribunal 
4 shall have anything to do with the question of terminals. 
_ As I say, the Duff Commission was fully aware of the whole situation in 
' Montreal, and recommended that such questions as those dealing with terminals 
should be excluded from the jurisdiction of the proposed arbitral board. Con- 
| sequently we are back to the plan of 1929, approved by Parliament. 
| Under these conditions I submit that in the short time at our disposal 
we should not attempt to re-open the question of a union station at Montreal, 
‘and hear engineers from the Canadian Pacific and from the Canadian National 
| in respect to it. The evidence presented in 1929 on the plan of the Canadian 
National, based upon a study by its engineers, is still before us, and if we 
| decided to hear further engineering evidence, how much more advanced should 
“we be after listening to it? It would merely afford further opportunity to the 
“Canadian Pacific to continue its propaganda throughout the country against 
the policy and administration of the Canadian National Railways. 
Last week we had that very question before us, and the chief engineer of © 
“the C.P.R. was to be heard. He was not heard. But already the publicity de- 
partment of the C.P.R. had a commentary distributed to the press of the 
evidence of Mr. Armstrong. It just happened— 
| Mr. Furntorr: Senator Dandurand, before you go further on that, may I 
“say that I am in a position to state positively that that information was not 
furnished to the press by the Canadian Pacific. I know what you are going 
i) ta refer to. It was, as Mr. Fairweather described, a very intelligent guess as — 
_ to what our evidence was going to be. We have not distributed our memorandum 
‘to a soul. I think I am entitled to ask you to accept my statement. 
|= Hon. Mr. Danpurann: I have in my hand a statement that was to go to 
| the press. I do not say it was from the C.P.R. 
Mr. Fuintort: Then is it fair to say it came from the C.P.R.? 
| ¥ Hon. Mr. Danpuranp: My friend says it does not, so I will refrain from 
submitting it to the committee. If, however, the committee decides to reopen 
the door and discuss the question of a union station at Montreal then, of 
course, I would see if the statement I have in my pocket is comment on ‘the 
evidence that Mr. Armstrong was expected to present. 
I intend to oppose the suggestion of my honourable friend. 
_ Hon. Mr. Horsry: It seems to me we are making an unprecedented move 
in deciding to reopen the question of the Montreal terminal. 
®: Hon. Mr. Buacx: I move that we adjourn. 


“374 : SPECIAL COMMITTEE 


Hon. Mr. Danpuranp: Is not the committee ready to dispose of this — 
question? F 


Right Hon. Mr. Mreteuen: No. I shall have something to say with regard ; 
to it, but I shall not take more than one-fifth of the time my honourable friend 
took. f 


Hon. Mr. Danpuranp: But I had to explain the situation. 


The committee adjourned, to meet again after the Senate rises this afternoon. - 


The committee resumed at 5.35 p.m. 


Mr. Biacar: Mr. Chairman, Senator Haig asked Mr. Fairweather for some — 
figures with regard to the lines that had been acquired since 1921. 


Hon. Mr. Hate: Acquired or built. 


Mr. Biaear: Yes; acquired or built. Also the difference between the earn= = 4 
ings on those lines and the returns from them. 


Mr. Fairweather has sent me a statement showing that the mileage ncquitedl 
or constructed since January 1, 1921, 2,272 miles. The cost of construction © 
or acquisition is $85,483,300. The net income results, after interest and taxes — 
are deducted, is a deficiency of $3,577,700. Of the total of 2,272 miles, 36 , 
earned enough to pay operating expenses, taxes and interest; 58 more paid 
operating expenses but failed to earn taxes and interest, and the remaining 2,178 3 
miles failed to pay operating expenses by $3,550,700. It j is for one year only. 

This will be Exhibit No. 104. 


-Hon, Mr. Danpuranp: Honourable senators, there is an error in the report 
of our proceedings at page 120 of No. 3. We were discussing the attitude of 
the Duff Commission towards unification. I said:— 4 


The Duff Commission rejected unified management and amalgama- — 
tion, and the reasons why they did so are quite apparent. 9 


ne so forth. 


Right Hon. Mr. MrtcHen: They did not mention any reason. : 

Hon. Mr. Danpuranp: In their questions put to Sir Edward Beatty, 
Sir Joseph Flavelle and Mr. Loree said they did not believe the country 
would stand for such an octopus. a 

Right Hon. Mr. Mrtauen: They asked a question about that. They. 4 
gave no reasons. I got the idea that maybe they had been reading a ~ 
speech about ‘‘ Amalgamation Never.” q 


Then comes the error in the report in a remark attributed to me:— 


Hon. Mr. Danpuranp: Sir Edward Beatty said that if there was _ 
unification there would come a time when the country would say, “Let 
us break it up.” - 

Sir Edward Beatty’s name should be replaced by Sir Joseph Flavelle’s, for — 
the comment was made by Sir Joseph. Sir Edward did not express any opinion — 
himself. I suppose that is satisfactory, Mr. Flintoft? 7 


Mr. Fuintort: Yes, sir. 


The CHaIRMAN ion. Mr. Beaubien): Gentlemen, when we adjourned this” 
afternoon a motion had been made by Senator Meighen to the effect that Mr. 
Flintoft, an officer of the Canadian Pacific Railway Company, be heard with 
respect to the Montreal terminal station. 4 

Do you want to speak to that, Senator? 
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Right Hon. Mr. Mricuen: I do want to say a word to it, though I cannot 
| express any hope of being able to add anything to what I said before. 

p The leader of the Government devoted half his time to one argument and 
' half to another. To his first argument I will make no reply. In that he 
attempted to uphold the wisdom of the selection by the Canadian National of 
their Montreal terminal. His second argument was that a discussion of that 
| subject was not within the purview of this Committee. If that is so, one 
' wonders why he made his first argument. I ecntend that the subject is as 
_ distinctly within our purview as anything could be. I am not expressing an 
~ opinion on the Montreal terminal. I should like to hear evidence on it, but if 
_ we cannot hear it let us so decide and get on with our work. To argue that we 
' cannot report on whether savings could be made in the Montreal terminal 
_ situation is to my mind unsound. 

} Hon. Mr. Danpuranp: But the question would be the choice of a location 
- of a union terminal. 

Right Hon. Mr. Mriagnen: We know that several proposals have been under 
_ review in the press and other quarters as to what should be done in Montreal 
_ and as to what could have been done there in the past. We are here to inquire 
' into the cause of our railway deficits and to seek a remedy for them. Those 
_ supporting one point of view say that a vast amount of money could be saved, 
_ or, if things have gone too far already, that vast amounts of money could have 
_ been saved. In either event, it is for us to report upon that. Imagine our 
_ taking the stand that we can accept evidence here to show that a single 
_ terminal should be built at that point where the hole is— 

Hon. Mr. Danpuranp: At the tunnel. 


Right Hon. Mr. MrigHrn: Imagine our accepting a long brief on that, 
and a still longer argument in support of it, and then saying, when anyone 
comes to advance anything to the contrary, that we are sorry, but the subject 
~ is not within our purview at all and we cannot hear any further proposals. How 
can we argue that? It passes my comprehension. If we have nothing to do 
~ with this subject we should not have heard any evidence on it. But we did 
- hear a vast amount of evidence on it, and quite properly, in my judgment. If 
| we can save money at Montreal or anywhere else we ought to do it. To say | 
' that a certain course would mean a change in the Canadian National’s plans 
- is no argument, because every saving changes the plans of one road or the other, 
or of both. For instance, if we recommend further pooling, that would be 
recommending a change in the plans of the roads. And it is no reply to say 
_ that Parliament decided upon the Montreal terminal in 1929. In 1933 Parlia- 
- ment decided upon a policy of co-operation. We are here to inquire if the 
_ railways did co-operate. It is alleged that in Montreal they did not, but now 
~ we are told that we can hear only one side of the story and not the other. 

| Hon. Mr. Murpocx: Would you please touch upon the Act of 1933? 

a Right Hon. Mr. MetcHen: I was not going to go into that, because it 
has nothing to do with the subject. The leader of the Government says that 
a section of the Act of 1933 provides that if a case concerning a co-operative 
' proposal came before the tribunal, an order could not be made requiring one of 
_ the railways to go to large capital expense in connection with, say, a terminal; 
_ that the tribunal could only order one company to admit another to its terminal 
or order that certain changes be made to allow the other company to come in. 
_ In other words, that it could only order minor expenditures involving a scheme 
of co-operation. Of course, we did not empower the tribunal to order a company 
_ to go to the expense of $10,000,000 for a terminal. We never dreamed of such 
a thing. 

if Hon. Mr. Cauper: Pardon me a second, Senator Meighen. What would 
have been the situation if, years ago, the Canadian Pacific and the Canadian 
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National had considered co-operatively a question of saving large economies on 
a terminal in Montreal and had applied to the tribunal? Would the tribunal 
not have had the right to make an order then? . 
Right Hon. Mr. MrtcHen: I was just coming to that. 7 
Hon. Mr. Danpuranp: The thing is that the tribunal could not have 
settled it. 
Hon. Mr. Catprer: No; it could have. 


Right Hon. Mr. Ne Suppose, for example, the Canadian Paci 
had formulated a plan for the modification and extension of its terminal, so as to. 
admit the Canadian National into it, on certain terms, and had said: “We are 
ready to go to this expense for a joint terminal, on certain conditions. It does 
not involve construction by the Canadian National, but it does involve certain 
line adjustments and: so on, covered by the section.” They could go to the 
tribunal and the tribunal could order it done, under the section which the leader 
read. 


Hon. Mr. Danpuranp: And force the Canadian Pacific to spend $10,000,000 — 
to admit the Canadian National to their station? 7 


Right Hon. Mr. MetcHen: No. You do not follow me. The Canadian — 
Pacific could say, “We are ready to make certain expenditures—maybe two or 
three or four or five or six millions—to our terminal, to provide for admission — 
of the Canadian National, on such and such conditions, which we think are 
fair. .The Canadian National would have to build their lines in.” The tribunal © 
could order that done. 7 

Hon. Mr. Danpuranp: No. If my right honourable friend will read the ~ 
section he will see that that could not be done. 4 

Right Hon. Mr. MretcHen: I will read it now: 


No tribunal shall have power or jurisdiction to settle, determine or~ 
order that any measure, plan or arrangement should or shall consist of 
or include any agreement for the construction of extensions and additions 
to existing railway lines, terminals or facilities except in such minor ~ 
matters as connections to give access to existing lines, terminals or © 
facilities which, as the result of the settlement or determination of any — 
dispute by any tribunal or otherwise, are used or are intended to be 5 
used in common. | 


So the tribunal could make such an order as I have said. One railroad might : 
say “We will make these extensions now and permit the other road to come in.” ~ 
And the tribunal could enforce that. The tribunal could not order the expendi- | ‘ 
tures to be made, but the railroad might say it is ready to make them. nt 

But aside from that, the railroads are called on generally to co-operate. © 
Now, if it was the duty ‘of the Canadian National, on the one hand, and the ~ 
Canadian Pacific, on the other, to get together and seek the most inexpensive - 
terminal that would facilitate the giving of essential public services in Montreal, — 
ought we not to report on it? Can anybody say we should not? If the Cana-_ | 
dian National and the Canadian Pacific should have got together and saved ~ 
money, and still provided essential services, but did not do so, does the leader 
stand here and tell us that is none of our business? 


Hon. Mr. Danpuranp: The question is far more simple. The Canadian 
National say, and Sir Frederick Palmer said, that all the plans we have seen ~ 
show that a union station can only be built at the tunnel. But the Canadian 
Pacific say that it should be at the Windsor station. And there they are. = 

Right Hon. Mr. MricHen: Very good, and the leader says that we should 
hear what Mr. Palmer and others say, but that we cannot hear what the C.P.R. 
says. He did not always take that stand. I invite him to look at page 59 of the 
Debates of the Senate of this Session, where in reply to Hon. Mr. Coté, he wee — 
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. They hee not raised their voices, but we know the Publicity Bureau 

be of he Canadian Pacific Railway and Sir Edward Beatty are constantly 
on the job and constantly ee the fact that the Canadian National 

is losing large sums of money. I think the Canadian Pacific Railway 
representatives would appear in a better light if they were candid about 

| their campaign and spoke of their own needs. We shall discuss these 
4 matters when we go into Committee. 


He is more specific at page 12 of our own Comimittee proceedings, where the 
following appears :— 


Right Hon. Mr. Mricurmn: We could hear from the two railways if 
we have asked them to do that. 

Hon. Mr., DANpuRAND: We have asked them todo that. 

Hon. Mr. Cort: Are they going to deal with the matter of joint 
terminal facilities in Montreal? 

Hon. Mr. DanpurAnp: In asking them to tell us what they have 
done since last July towards co-operation we shall very likely strike the 
terminal situation. 


Hon. Mr. DaNpuRAND: Yes. 

Right Hon. Mr. Mricurn: But when we have struck it, the donkey engine 
turns off, and the leader of the Government comes and takes charge of the engine. 
(= Hon. Mr. Danpuranp: When I said we would examine it I did not say the 
Canadian Pacific would come and butt into this problem of the terminal of the 
| Canadian National Railways. 

| Right Hon. Mr. Mrtcuun: What the leader meant was that we would 
Ine amine what one side would say, but not what the other would say. I could 
read right on. Time and again that took place. 

_ The Government is in a pretty difficult position in relation to this terminal 
situation. I want to submit this to the followers of the Government—I am sorry 
to see them lined up in that way; we are not lined up over here; we are trying 
to. earry out the mandate given this Committee—two members of this Govern- 
0 ent promised the people of Canada that this terminal would be built months 
| before any board of directors decided on it at all. I have here quotations from 
"speeches of two members of the Government, taken from the Montreal Gazette 
of January 17 and from La Presse—one in French and one in English—and it 
was not until eleven months later that any action was taken by the board. 


Hon. Mr. Murpocx: What year? 7 
~ Right Hon. Mr. Meicuen: 1938. The board first took action in December, 


National has decided the whole thing. 

(= Hon. Mr. Danpuranp: They have. 

Right Hon. Mr. Mxicren: That is a very easy way to shut off this Com- 
mittee. All the Canadian National, has to do, apparently, is to decide that it 
Will not co-operate at Woodstock, that it will not co-operate at Winnipeg, or 
Toronto, or Montreal, and the leader of the Government will say, “That ends 
the subject. We will not go into it.” 

Hon. Mr. Danpuranp: Oh, no. 

4 Right Hon. Mr. Mrrcuen: That is fine service. 


Biation and the Terminal. 

; Right Hon. Mr. Mriguen: Why hear one side and not the other? 

~ Hon. Mr. Danpuranp: Because I do aot suppose we want to go into the 
0 tter of a Union Station and decide on the location as between the Windsor 
tion and the Terminal. 


1938, after the direction had been given by the members of the Government. -— 
Then the leader comes here and says, “Don’t you dare go into this; the Canadian 


Hon. Mr. DanpurAND: There is a clear-cut division as between the Windsor 


378 SPECIAL COMMITTEE 


Right Hon. Mr. MricHen: I know the leader is so inclined, and fromm 
indications I anticipate he is going to be supported, so I am going ‘to put him m 
on record, and ask for a vote of the Committee. 

Hon. Mr. Horsny: Mr. Chairman, when the Caines rose at noon I was 
about to observe that I felt we were going rather far afield, and in a discrimin- 
atory manner, in specially and specifically taking up this matter of the Momg 
real Terminal and in proceeding to make an investigation of it. 

Right Hon. Mr. Mriauen: Why? 


Hon. Mr. Horsey: We have had a good many co-operative matters laidl 
before us, and whenever we found the co-operative committee could not reach 
a solution of the matters before them we invariably decided not to make any 
special investigation with regard to them. Take, for instance, the line abandon- 
ments. When one road came along and said they could make abandonments 
of 5,000 miles, and the other road differed, we never thought of making an 
investigation. As the honourable senator from Saltcoats (Hon. Mr. Calder) 
said a number of times, we did not feel qualified by reason of not having the 
necessary technical knowledge, to decide what line should be abandoned or what 
economies could be made. But here we come to the Montreal Terminai, which 
would seem to be very different from all the other matters respecting which 
economies could be made, and I feel that this Committee is not technically 
qualified to make an investigation and decide where the Union Station should be, 

Right Hon. Mr. MutcHen: Is there any other subject on which we have 
heard from only one side? 5 

Hon. Mr. Buacx: I was going to ask that. Certainly the Committee i 
entitled to hear any and every side on every subject. 

Hon. Mr. Horsry: But in all the other co-operative matters where there 
was disagreement there was no suggestion that we should hear the other side. | 


Hon. Mr. Danpuranp: We know what is the other side. 
Right Hon. Mr. Mrigomn: Why should we not ‘hear it? 4 
Hon. Mr. DanpuRAND: Shall we go into this matter and decide what is t 
be the location of the Union Station in the years to come? 
Right Hon. Mr. MriacHpn: If it is too big we should not have had the 
first half of it. 
Hon. Mr. Danpuranp: The Canadian National was spending this mone 
to develop its own system for its own needs, and that is why I said the Cana: 
dian Pacific had no Ren to proceed ‘in this matter. 
Hon. Mr. Horsey: And Mr. Flintoft, I think, said the need was great am 
that something ought to be done to co-ordinate the Canadian National. ‘| 
Hon. Mr. Ropinson: I was not here this morning, but I have been wond 
ing considerably about the wisdom of going into an examination of the differer 
projects. If you start in on one you have to go all over the line and go througl 
them one by one and attempt to decide upon each separate project of amal a. 
mation or whatever you call it. If you start that I do not know where you 
going to land. We will either be here all summer or we will get nowhere at. 
It seems to me that we are going into a phase of this matter that takes us 
far afield that the work of the Committee will not accomplish anything at all 
There is another feature that appeals to me. This is something which, 
far as the Canadian National Railways is concerned, with the approval of t 
Government, had been decided upon. 
Hon. Mr. Danpuranp: And they passed an Order in Council. 

i Hon. Mr. Ropinson: And it is a matter of Government policy. That 
think, is the point Mr. Meighen made, and he said the Government woul 
in a ridiculous position, although those are not the words he used. But ar 

[Mr, E. P. Flintoft.] 


RAILWAY CONDITIONS 379 
going to constitute ourselves a fault-finding committee with respect to Govern- 
‘ment policies, or are we going to try to find some solution? 


_ Right Hon. Mr. Metcuen: I thought the Canadian National was inde- 
pendently operated. 

. Hon. Mr. Rosinson: I am taking the right honourable gentleman’s words. 
I understood him to intimate that the Government was behind this. And no 
doubt it is. Not only is it a matter connected with railway. It goes further 
and deals with unemployment. Forty per cent of the cost, I understand, is for 
Bp oymen’, and that makes it a matter of Government policy if nothing 
else does. 

I feel that if we go into this we will have to hear all sides, and then if any 
‘questions arise I suppose we will have to adjudicate on every question that 
comes up from one end of the road to the other. That does not seem to me to 
be a matter for the Senate Committee. I may be all wrong, but it does seem 
to me to be a great mistake to attempt to reopen the question. No doubt the 
‘argument pro and con would be very interesting, but I do not think we should 
proceed further in that direction. 

; Right Hon. Mr. Mricguen: You have it all pro already. 


Hon. Mr. Rosrnson: Oh, no. I think the con has had something to say in 
the newspapers. I have seen quite a lot in the Montreal newspapers and in 
reports of meetings of boards of trade on the con side. 


Right Hon. Mr. MeicHen: That is not here. 


_ Hon. Mr. Rosrnson: There has been more con than pro. However, that 
is my viewpoint. I should be very reluctant to go into the matter again. 


Hon. Mr. Cauprer: Mr. Chairman, I have already dealt with this question 
and I do not propose to take up much further time discussing it. To me, the 
uestion resolves itself into this: whether this committee has ‘any right to in- 
uire into the Montreal terminals. It is a matter of settled Government policy. 
tom the time I have been on the committee I have taken an entirely different 
new ef the whole situation. This committee was appointed for a specific pur- 
pose, that of ascertaining whether or not any means could be found—and there 
was no limitation—whereby economies could be affected. 

: The situation to-day is not at all as it was in 1929. It is entirely different 
economically and in many other respects. We have, in a sense, nothing to do 
with what happened in 1929. All we were authorized to do was to make an 
inquiry along the lines I have indicated. Because a man by the name of 
Palmer came here in 1929 under conditions then existing and recommended a 
certain thing which, not jong afterwards, was adopted, is to me no reason at 
all why this committee is not clothed with power to inquire into everything 
that might attain the object which we have in view. Even the fact that the 
Government themselves have adopted a certain terminal as a matter of policy— 


- Right Hon. Mr. MrtcHen: The Government? 


- Hon. Mr. Cauper: It is the same. I do not separate them for the purpose 
of my argument. I mean, even if the C.N.R. and the Minister of Railways, 
and those associated with him, reached the conclusion that that terminal should 
be proceeded with, that does not in any sense curtail our powers. 

» The duty passed upon us is to ascertain where economies may be effected. 
[ am taking ‘only a newspaper statement, but some newspaper at some time, if 
ay ‘recollection is correct, has intimated the possibility of a saving of $12,000 000 
on ‘this question alone. But surely we have the right to inquire into that as a 
uw As to the expediency of doing so, as referred to by Senator Robinson, 
that is an entirely different thing. If we open it up we may be here a long 
ime; we may never complete our work. That aspect we must consider. But 
take i issue on the question of what is our duty and our right in this inquiry. 
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I have all along held the view that wherever it is possible for this committe 
to ascertain where in any respect large economies can be effected, then, it i is 
our duty to make the necessary inquiry. ; 
Now, are we going to do our duty in so far as this terminal is ‘concer 
if we leave the question where it is? You know what has been put before us. 
It may not be part of our record, I do not know, but there has been submitted 
to us—we all got copies and were asked to read them—there has, I say, been 
submitted to us a statement made by the C.N.R. officials respecting this whole 
terminal station. That statement was made somewhere else, not here. 
I think our duty and responsibility are quite plain. Notwithstanding 
the fact that the C.N.R. have taken a certain decision, and that Parliament 
itself has approved that decision and passed the necessary vote— 
Right Hon. Mr. MrtcHen: Not this Parliament. 
Hon. Mr. Cauprr: How are they proceeding with this work, then? 


Right Hon. Mr. Mrichmn: The Commons has, but the Renate of Canaal 
has never yet approved of any vote applying to that terminal. ; 

Hon. Mr. CauprEr: It is in the estimates this year. 

Right Hon. Mr. MreticHen: That may be, but it is not approved. 


Hon. Mr. Cauprer: I say that notwithstanding those facts, notwithstanding 
that there has been. Government policy up to a certain point in the past, tha’ 


in order to discharge the responsibility that has been cast upon us. 
Hon. Mr. Danpuranp: When we have heard experts on both sides where 
shall we be at as between the Windsor station or the terminal? 
Hon. Mr. Caper: That argument does not apply at all. The same argu. 
ment can be applied to all evidence. We have had lengthy argument as to th 
routing of traffic from Winnipeg to Port Arthur. What do we know about it 
Of what use was it to us? 
Hon. Mr. Danpuranp: But we made no report upon it. 
Right Hon. Mr. Mrtcuen: We have not reported on anything yet. 


Hon. Mr. Caper: As Senator Meighen says, we have not reported on any- 
thing yet. We may not report on this terminal. We do not know at all. ; 


Hon. Mr. Danpuranp: But Senator Horsey has said that where the parties 
disagreed on a certain improvement, there it stopped. The two railways were ir 
disagreement. 

Hon. Mr. Brack: Mr. Chairman, I feel we are making a mistake. I aul 
pose we have to abide by that mistake. So far we have not refused to h 
anybody, and as a result we have had a repetition of evidence from time to time 
We have had a multiplicity of evidence on the same subject. 

I do not think if we hear what may be said by the C.P.R. it will change 
our attitude very much. Evidently the Government have decided, in conjune 
tion with the railway authorities, to go on with this new terminal. But | 
accepted and put on the record—correct me if I am wrong—the evidence given 
before a parliamentary committee in another place on the why and wherefor 
of building a new Tunnel station. Personally I did not object to that evidence 
going on the record; in fact I was quite in accord with the proposal that it be: 30 
dealt with. But it leaves a bad taste in my mouth to think that this Committee 
is going to say, “Yes, we will hear one side of the case, indeed we have / 


* 


that, but we will not hear the other side.” ak 
i’ want to see this committee deal fairly with all parties, but I do not thil k 
we shall be doing so if we adopt the attitude expressed by the honourable leade 
of the House. If this is insisted on, I shall go from this Committee with a ve 
dissatisfied feeling. I do not expect the two railways will come together im 
[Mr. E. P. Flintoft.] a 
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ard to the terminal at Montreal, and I am not advocating that they should, 
ut I do say we should at least hear what the other side have to present to us. 
I do not desire to enter into any further discussion about the matter. 


Hon. Mr. Catprr: You do not expect this Committee to decide? 

Hon. Mr. Buacx: Not at all. But when we say we will not hear the other 
side, we take an attitude that is to my mind very unfair. It gives me a feeling 
of distress that we should refuse to hear one side of an argument. 

Hon. Mr. Danpuranp: The question of the location of a future union 
terminal i in Montreal is not before us, and we cannot settle it. 


ie The CuarrmAn (Hon. Mr. Beaubien): Gentlemen are you ready to vote 
on the motion? 


_ Hon. Mr. Hueessen: Will you read the motion again, please? 


— The CHatrmAn (Hon. Mr. Beaubien): That Mr. Flintoft, an officer of the 
Canadian Pacific Railway Company, be heard with respect to the Montreal 
terminal station. 


Hon. Mr, Hucessen: Mr. Chairman, I think that motion is altogether too 
Iadequate. If we are going to enter into this question of the Montreal terminals, 
we should hear representations from more than two parties. I suggest that if 
the right honourable gentleman is eager to have every phase of the Montreal 
terminal situation discussed, his motion should read something like this:— 

a That all parties interested in the Montreal terminal be invited to 
present their views to the Committee. 


We have heard too much about two sides. 

- Right Hon. Mr. MricuHen: There is only one party now before us asking to 
be heard. We are dealing with that. . 

| Hon. Mr. Hucsssen: I have received communications from individuals and 
societies interested in this matter from the point of view of Montreal. If we 
listen to Mr. Flintoft I see no reason why we should not. listen also to Mr. 
Searphin Ouimet, the City of Montreal, the Montreal Civic Improvement League, 
and other bodies who are vitally interested in this matter. 

Hon. Mr. Hae: Bring them on. 

' Hon. Mr. Hucessen: All that I want to point out is that I think the 
notion before the Committee is not adequate to achieve what apparently is 
tl he object, or at least what is the only object I should vote for. 

- The CuHatirman (Hon. Mr. Beaubien): Have you an amendment? 

| Hon. Mr. Hucessen: No. 

i The motion was then negatived, on the following vote, by show of hands: 
or, 


six; against, seven. 

He The CuHamRMAN (Hon. Mr. Beaubien): Gentlemen, I have a letter here 

addressed to my colleague (Right Hon. Senator Graham) and myself, from 

Mr. G. R. MacLeod, who for a good many years was chief engineer for the 

ety of Montreal, offering to appear before the Committee, particularly with 

spect to the Montreal terminal. Is it your desire to hear him? 

' Hon. Mr. Danpuranp: No. 

_ Right Hon. Mr. Metcuen: I move that he be heard. Will you please read 

the letter? 

~The Cuarrman (Hon. Mr. Beaubien): The letter, which is addressed to 

my colleague and myself, reads:— 

A few weeks ago I wrote you gentlemen offering to appear before 
your Committee to give evidence which certain important citizens of 
Montreal and myself considered would be of value to your Committee 
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in studying the Canadian National Railway situation, and particularly 
the question of the Montreal railway terminals. 

I would respectfully enquire whether I am likely to be called by youl 
Committee, and if possible, the approximate date. 

I have been in Ottawa for the past few days on business, and can 
be reached, if required, at the Chateau until Friday. 


Yours respectfully, 
_G. R. MacLexop. 


Right Hon. Mr. Mricuen: I move that he be heard. He has been in a 
position to study the subject thoroughly, and I think he would be able to Biv 
the Committee some information. 

Hon. Mr. Parent: Surely no better than Mr. Flintoft himself. 

The CHairMAN (Hon. Mr. Beaubien): This is from a different point o 
view. Since Mr. MacLeod has ceased to be the engineer for the city o 
Montreal he has been retained, I understand, by the Montreal Planning Com- 
mission, and has made a special study of that portion of the city which woul 
be developed by the central terminal. 

Hon. Mr. Buacx: I fail to see any advantage in hearing Mr. MacLeod 
We have decided not to hear Mr. Flintoft. Why go any further? 

Hon. Mr. Dannurann: If the Committee follow Senator Black’s sugges 
tion that will save me the trouble of explaining anything further in thi 
connection. 

Hon. Mr. Rosinson: I presume Mr. MacLeod has placed his views before 
the Canadian National and the Government 

The CHatrMAN (Hon. Mr. Beaubien): I cannot tell you whether that ha 
been done or not. 

The motion was then negatived, on the following vote, by show of handll 
for, five, against, seven. 3 

The Cuarman (Hon. Mr. Beaubien): I have a letter here from anothe 
gentleman who wishes to be heard, Mr. Seraphin Ouimet. He would like ti 
address us not only with respect to the Montreal terminal, but on the whol 
subject-matter which is before us. He was told that he should send in 
synopsis of the evidence he wanted to give. He did send one, but it was found 
to be insufficient, so he was written to again and asked for another. Here i 
his second brief, which I am passing over to the leader. ‘ 

Hon. Mr. Hare: If we do not intend to go into this, why have a long 
discussion over it? 

Hon. Mr. Brack: I do not think we should hear any more witnesses. T! 
evidence has been shut off, and we should stop. We are just wasting our time 

Hon. Mr. DanpuraNnp: I am not in favour of hearing Mr. Ouimet, becaus 
I know the ground he intends to cover, and it would not be helpful to th 
Committee. 

The Cuatrrman (Hon. Mr. Beaubien): What is your wish, gentlemen 
Should Mr. Ouimet be heard? | oD) 

Some Hon. Senators: No. ae 

Hon. Mr. Danpuranp: Here is what Mr. Ouimet wrote on March 16: ag 

In resumé I am going to prove that the revenues of our railw. 

could be augmented by more than 50 millions annually with the aid o 
the Imperial Government, with co-operation, with or without fusion; 2 
this without repudiation of debt, or diminution of salaries. 

{Mr. E. P. Flintoft.] 
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This method is presently before the Imperial Government, the Bank 
of England and British finance. The legislation is also in the hands of 
the Procurer General of the Province of Quebec— 


Hon. Mr. Cort: May I interrupt and move that he should not be heard? 
The CuatrMan (Hon. Mr. Beaubien): Is that your wish, gentlemen? 
Some Hon. Senator:: Yes. 

Right Hon. Mr. Mreteuen: Mr. Chairman, I have another motion. 


_ The Cuairman (Hon. Mr. Beaubien): Gentlemen, Senator Meighen has 
nother man to be knocked down. 

Right Hon. Mr. MriaHen: Mr. Chairman, I wish to move:— 

That the evidence before this Committee be submitted to a firm of railway 
engineers and accountants of high standing, free from all interest in either 
railway system, to the end that such firm may study such evidence and especi- 
ally its practical railway engineering and accounting features, and make such 
physical examination as it may deem necessary, with a view to making a full 
‘eport before this Committee as to what in the judgment of such firm would be 
the amount of savings which could be effected by a system of unified manage- 
ment, and to what extent, if any, such savings would entail an impairment of 
services to the Canadian people. 


Hon. Mr. Parent: That would be deciding on our report. 
Right Hon. Mr. MricHen: It is a motion to submit the evidence to an 


+ 


Impartial firm of railway engineers and accountants. I am ready, if the motion 
carries, to discuss a plan by which such a firm could be selected. I have no 
firm whatever in mind, and I should be agreeable to any fair plan of selection. 
If the motion is not accepted, there will be no use in discussing the matter. 
But I would emphasize this point. In my view this Committee, having had the 
advantage of hearing and examining witnesses this session and last, and of 
making a prolonged and special study of the subject, can come to a pretty 
ntelligent opinion as to where the merit is and what is the best thing to do. 
do not dispute that we can; but as we are in no sense railway men we have 
not any expert knowledge of the subject, and the public would be better satis- 
fied to have a report from such a firm as I have suggested. Furthermore, what 
have suggested would advance the whole study of the subject by the public 
f Canada, which is essential. My own view is that nothing is much more 
essential. It is important that the public have these views put before them 
from an authoritative source. I think such a firm in rendering its report would 
decide issues which have phases of technical railway importance and relevance, 
and that such a report would be satisfying to the country and well worth while. 
I do not say we cannot come to a fairly intelligent view—we cannot decide 

s to figures—but I do not think a report would be accepted by the public 
nless the person who made it was in a position to speak with authority. There, 
a few words, is the reason for the motion. 


Hon. Mr. Buacx: And the report would be made to this Committee. 


Hon. Mr. Cauper: My own view is that this Committee at the present 
time, even after all the evidence we have heard, is not in a position to report 
much more than the facts which have come before us. I doubt very much if 
we are in a position to report our judgment upon these facts. I doubt if we are 
able to report on what should be done if these facts are proven to be untrue 
or if others do not agree with them. 


__ Mr. Meighen, I think, has put his finger on the real purpose of the Com- 
mittee. No matter what view we may take personally regarding this railway 
Situation, we all now realize, I think, that the railway as a transportation facility 
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is on the down-grade; and if I am not mistaken, as years roll by it will be more 
and more on the down-grade, and some day the people of Canada will have 
to solve this question. I am strongly inclined to the view, however, that they 
still have in their heads certain ideas as to the necessity for competition, and 
a certain fear of monopoly. 

Hon. Mr. Danpuranp: That is the first hurdle to make. 


Hon. Mr. Cauprer: Exactly. 

Now, in Great Britain the public, who had ie, same fear as our peopl 
have, to A ereat extent have got rid of it. Nothwithstanding that Great Britain 
iis 02 ‘small country and they had all kinds of competitive services, they have 
completely dropped their fear of monopoly and their desire for competitive ser- 
vice. We are a long way from reaching that point in Canada, and my view 
is that the principal duty of this Committee is to inform public opinion from the 
evidence which has been submitted to us. The people of Canada are going to 
have this question before them for many years to come and our chief work in 
all that we have done in two sessions has been to transmit to the public mind 
of Canada certain facts as regards the situation. 

Now, the main fact, or the main series of facts, that the public of this” 
country are entitled to have are those relating to the possible economies that 
can be effected if certain courses of action are pursued. We have figures, it ig 
true, but we have no authoritative figures, no figures from independent. people 
who are removed from likes and dislikes. As a ‘matter of fact, what have we 
witnessed here all along? We have had two sets of officials, each vieing with 
the other to substantiate their own viewpoint. That is all we have had; nothing 
more; and in so far as the work of this Committee is concerned we are left high 
and dry as to the chief purpose we should have in mind all the time, namely, 
to get as far as we can absolute facts as to what economies are actually to be 
effected and as to how they can be effected. So I say our work cannot and will 
not be done until the public get these facts, and that they will not have that 
information to which they are entitled unless a real body of experts takes the 
figures submitted to us and digests and adjusts them so that the people of 
Canada can understand what the situation really is. Y 


Hon. Mr. DanpurANnp: I think the motion of my right honourable iniendll 
Hon. Mr. Cor: It is 6.30, and I have to leave. ; 


Hon. Mr. DanpuraAND: I simply wanted to say that while I have an opinion 
upon this proposition of my right honourable friend, ih am not at the moment 
ready to voice it. i 


The Committee adjourned until Thursday, May 4, at 11 a.m. 
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EXHIBIT No. 103 


“STATEMENT SUBMITTED BY THE CO-OPERATIVE LEGISLATIVE 

F COMMITTEE OF THE STANDARD RAILWAY LABOUR ORGANI- 

ZATIONS TO THE SPECIAL RAILWAY COMMITTEE OF THE 
SENATE APPOINTED TO INQUIRE INTO AND REPORT UPON 
THE BEST MEANS OF RELIEVING THE.COUNTRY FROM ITS 
EXTREMELY SERIOUS CONDITION AND FINANCIAL BURDEN 
CONSEQUENT THERETO. 


Orrawa, Ont., April 25th, 1939. 


_Honourable Gentlemen: 

On behalf of the Co-Operative Legislative Committee of the Standard Rail- 
way Labour Organizations representing substantially all employees engaged in 
the steam railway industry in Canada, we desire to express our sincere apprecia- 
‘tion for the opportunity to appear before your Committee to make a reply to 
certain allegations which have been made with reference to the wages and work- 
‘ing conditions of the employees we represent. 

_ We submit that these attacks on our wages and working conditions are 
wholly unfair and unwarranted, and designed primarily to influence public 
opinion against labour unions and the railway brotherhoods. We refer speci- 
fically to the testimony of Professor John L. McDougall of Queen’s University, 
who appeared before your Committee on March 21, 1939, and to a somewhat 
similar line of testimony by Mr. C. W. Peterson, Editor of the Farm and Ranch 
| Review, who appeared before your Committee on March 28. 

Before going into the question of wages and working conditions of railway 
employees, we desire to comment briefly on certain statements which were made 
by Mr. Peterson with regard to our international railway labour organizations. 
_ _ At page 99 of the Proceedings under the caption “Foreign Control of Railway 
‘Labour,’ Mr. Peterson made reference to the international character of our 
“organizations and conveys the impression that they are a menace to Canada 
| and are subject to dictation, from a foreign country even to the extent of being 
| ‘influenced to go out on strike for higher pay in the interests of uniformity of 
| compensation on both sides of the line, and at page 100 he states: “I cannot 
‘Imagine a weaker or more vulnerable instrument for dealing with labour dis- 
\putes of large dimensions than a democratic government.” At page 104 Mr. 
| Peterson states: “Successful control and socialization of business necessitates 
| a political dictatorship, able to restrain the unionization of labour for bar- 
gaining purposes. That has been demonstrated over and over again in Europe 
| since the War. es 
In reply to Mr. Peterson’s statements, which we consider are of an irre- 
sponsible nature, uttered without mature thought, and without knowledge or 
| regard for the true facts, we would first say that the international railway 
labour organizations have been in existence for as many as seventy-five years, 
ave an enviable record of constructive service to their credit and are con- 
idered by sane thinking people as responsible organizations capable of carry- 
/Ing out any agreements into which they may enter. We challenge Mr. Peter- 
‘gon, or any other person, to prove a case where these organizations have not 
been law-abiding or have violated any of their agreements with the railways. 
The Canadian railways themselves are international, in that they cross 
international boundaries and hold membership in an international organization 
mown as the Association of American Railways. Financial institutions know 
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no boundary lines, nor do Fraternal societies, service clubs, insurance com- 
panies, the Church and countless business firms. Yet Mr. Peterson seems to 
think that it is improper for railway employees to belong to international organi- 
zations and even suggests that our democratic form of government should be 
abandoned in favour of a political dictatorship such as is now im existence in — 
some European countries in order to restrain the unionization of labour for bar- 
gaining purposes. Perhaps Mr. Peterson would prefer to live in one of those — 
countries where he might find conditions more to his liking. 2 

It may interest you to know that our organizations are the most demo- — 
cratic institutions in the world and one of our strongest bulwarks against the — 
forces of communism, fascism or any other ism which is opposed to our. demo- — 
cratic form of government. We not only preach democratic ideals, but we prac-— 
tise them. f 

The control of these organizations is vested in the membership and not in © 
the officers as Mr. Peterson suggests. The membership elects the officers of the © 
organization, and formulates the policies which those officers must follow. Could — 
anything be more democratic? | 

With regard to Mr. Peterson’s charge that these organizations are sub- 
ject to foreign domination even to the extent that the Canadian membership 
could be influenced to go on strike, we wish to make it clear that the mem- 
bership of the international railway organizations in Canada elect their officers 
and committees from among their own ranks, have complete autonomy over 
their own affairs, conduct their own negotiations with management with regard 
to wages and ‘working conditions and cannot under any circumstances be 
ordered to go out on strike by anyone domiciled in a foreign country. A strike 
can only be called after the Canadian membership concerned has voted in~ 
favour thereof of their own free will and accord and without coercion of any — 
kind. The authority of the Chief Executives to call or veto the calling of a~ 
strike is predicated solely on the result of the vote of the membership involved. 

At page 99 of the Proceedings, Mr. Peterson indicates that the international 
railway organizations are so powerful that they have been able to coerce their. 
employers and the public into acquiescing in an excessive wage scale. We 
appreciate the compliment which he pays to the strength of our organizations, 
but unfortunately his statement is not a fact. The officers of the railways 
are astute business men who are forever watchful of guarding the interests of 
the railways under their jurisdiction and it has been our experience that they 
are fully capable of protecting those interests. We take pride in the industrial | 
statesmanship which has been displayed by our organizations and the fine 
relations which have existed with the railway managements for many years. 

Mr. Peterson has also made a great many other charges but we do not 
desire to take up the time of the Committee to answer them in detail. A careful 
examination of his testimony will show that not only is he grossly uninformed 
with regard to the international railway labour organizations and their wages — 
and working conditions, but his statements for the most part were wholly unsup- © 
ported by proof of any ‘kind. The words “I think” and “I believe” run through-— 
out his testimony, which consists of many opinions but very few facts. In our 
opinion, it is not worthy of being called evidence—and we cannot see where 
it contributes anything constructive to your investigation of the railway problem. 

Up to this time no adequate picture of railway wages and related factors 
has been presented to this Committee. Both Professor McDougall and Mr. 
Peterson have indicated that the wages of railway employees constituted a 
burden on the industry and, therefore, were an important element to be con-. 
sidered in seeking a solution of the railway problem. But in attempting t 
support that conclusion only fragmentary evidence has been offered. On th 
one hand, Professor McDougall considered only extreme cases affecting | 
relatively ‘small proportion of all railway employees, while Mr. Peterson sp 
based his conclusion on “belief” without any proof whatsoever. 4 
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We have made a careful analysis of wages as a cost factor in the production 
of railway transportation which in the last analysis is the fundamental issue 
involved here and while constituting a reply to Professor McDougall and 
Mr. Peterson, we feel that in presenting this study we can make a real con- 
tribution to the work of your Committee. Unlike Professor McDougall and 
Mr. Peterson, we have embraced the wages paid to all railway employees in our 
study and we are prepared to offer the necessary proof to support our contention 
that railway wages are not a burden on the industry and, therefore, do not 
constitute an obstacle to the solution of the railway problem. We will confine 
our reply for the most part to this proposition, inasmuch as Mr. Chase has 
_ already discussed the agreements governing the wages and working conditions 
of locomotive engineers which were subject to particular criticism by Professor 
McDougall. 

< While the public is perhaps familiar in a general way with the work per- 
formed by the railway employees with whom they may come in contact when 
using railway service, it has been our experience that very few people know 
or appreciate the intricate “machine” or “plant” which they must operate to 
‘provide railway transportation service and the high degree of skill, training, 
‘responsibility and experience required. 


_ CxHaracteristics, DuTIns aND REQUIREMENTS or RaiLwAy EMPLOYMENT 


hi We have in the railway industry of Canada, a huge plant consisting of 
56, 835 miles of road; 4,667 locomotives; 6,395 passenger cars; 172,773 freight 
cars and an investment in road and equipment of more than $3, 000 000,000. 

{ The railway industry reaches into every province in Canada and as part 
of this essential public service, the industry likewise consists of approximately 
130,000 trained and skilled workers who perform the highly specialized character 
of service essential to safe and economical operations. 

All the foregoing elements of the railway industry combine to make a vast 
transportation machine as far-reaching as the nation itself, indispensable from 
an economic point of view in times of peace, and likewise indispensable in 
emergencies, disasters, and wars. 

The railway industry operates 365 days in the year and 24 hours a day, 
‘rain or shine, fair weather or foul, on regular days, holidays and Sundays; in 
the middle of the night and in the middle of the day. In short, it is continuous 
-and constant operation. 

Me While vast and far-reaching in its scope, and tremendous in its size, the rail- 
“way industry and railway employment are interlocking and interdependent in 
‘character, so much so, in fact, as to necessitate the perfect functioning equal to 
‘a delicately constructed watch. It does in fact function by the watch since 
‘minutes may mean the difference between safety and disaster. 

‘ Specialized skill and training, not obtainable in other industries or employ- 
ment, and not usable in other employment, are essential to railway service. 
There is also a pronounced and continuous responsibility not found in outside 
employment and in addition to this, railway work stands near the top in hazard- 
‘ous occupations. 

There is probably no other industry where the employees, in the public 
viewpoint, so fully represent the industry itself. For the overwhelming portion 
of the public, the railways are the employees and the minor officials, whom the 
public knows, and with whom the public deals and has direct contact. A 
courteous or a grouchy ticket agent, conductor, freight clerk, station agent, or 
‘trainman means a courteous or grouchy railway in the eyes of the public. The 
treatment received from these representatives of the railways to-day goes a long 
Ay in determining what form of transportation the public will choose to-morrow. 
is is a factor of growing importance, since there is no longer a monopoly of 
Be tcpoptation by the railways as was once the case. 
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Notwithstanding any and all investments in road and equipment, the ulti-. 
mate achievement of safety rests upon the co-ordinated function of the railway 
employees as a whole, who in the final analysis actually run the railways. Boards 
of Directors may assemble in solemn conferences, bankers may weigh seriously — 
the financial wisdom of this and that investment, managers may issue many and — 
far-reaching orders, factories may produce longer lasting and more durable 4 
materials and equipment, but in the final analysis, railway men operate the rail- | 
ways. 

To begin with, track and bridge men build and maintain the tracks and 
bridges; shop men build, service and maintain the equipment; dispatchers and 
telegraphers transmit, transcribe and deliver train orders; trainmen and engine- 
men operate the trains; signalmen maintain the signals; station agents, ticket — 
agents and freight clerks see that persons and property are correctly routed; — 
clerical forces keep and maintain the records and accounts; and in short, rail- — 
way workers do the actual railway work. : 

All this may properly be said and is said without detracting from the — 
managerial or professional contributions of others, which contributions are, of — 
course, essential to the far-reaching functions of the railways. | 

The safety and security of every passenger, as well as every dollar repre- — 

“sented in freight and equipment, depend on the efficient co-ordination of effort — 
put forth by railway employees as a whole. a 

We desire to emphasize here the interdependence of the industry in its — 
entirely. Failure of shopmen properly to service the locomotives and cars, — 
failure of dispatchers and telegraphers to transmit, transcribe and deliver orders, — 
failure of trackmen properly to build and maintaain the tracks and bridges in- 
safe and suitable running order, failure of signalmen to keep block signal and 
electrical devices in proper working order, or failure of the train and engine — 
service men to observe train orders, speed limits, time card provisions, block — 
signals and other operating restrictions and regulations—in short, human failure ~ 
on the part of any one of the various classes of railway workers may mean loss — 
of life and property. , 

: It is not enough that one class or group be capable of meeting its responsi- — 
bilities. Railways are not, and cannot be run that way. It is not enough that — 
some of the workers be efficient all the time, or that all the workers be efficient 
some of the time. The interdependence of functions, requirements and responsi- — 
bilities, makes it absolutely necessary that each and every cog in the entire — 
machine must work smoothly and in perfect co-ordination every minute and all © 
the 365 days in the year. y 
As long as the human element constitutes such a major and important part 
of the railway transportation industry it will, therefore, be vitally essential to — 
safe and efficient operation that a high and specialized degree of skill, character, — 
intelligence, and responsibility to be possessed by these employees. & 
Railway workers cannot be subject to constant and continuous supervision — 
under the immediate observance of railway officials. They must be able to 
think straight in emergencies, to stand on their own feet and reach sound and 
rational conclusions, and must be relied upon as trustworthy, dependable, — 
clear-headed workers at all times. Of 
If this description of railway work sounds like romance, let it be recalled 
that tragedy lurks in the background as the penalty for incompetence, inex- — 
perience, or indifference; and we venture to assert that no one will challenge — 
the accuracy of this outline of duties, requirements and responsibilities, nor — 
call it an exaggeration. ae 
Here we have an industry operated on wheels, moving at ever increasing 
speed, closely interlocked and highly interdependent, kept in continuous o opera- — 
tion under all conditions, serving the social and economic needs of 11 million 
of our citizens, the backbone of our industrial life in time of peace, absolutely: q 
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essential to our national defense in time of war, always dependent upon the 
_ efficiency of the employees, and always subject to the disastrous consequences 
_ of human failure. 

__. Having regard for the character of work performed by railway employees 
_ and the skill, training, responsibility and experience which it requires, we turn 
_ now to a consideration of railway wages and related factors. 


' Waces as a Cost Factor IN THE PropuctIon 6+ Ratway TRANSPORTATION 
IN THE DoMINION or CANADA 

(ae 

: We have prepared a series of tables, which we desire to introduce at this 
_ time as an exhibit, showing that the average earnings of all railway employees 
_ in Canada are not high, but greater efficiency, productivity and economy have 
_ been realized and that wages as a factor in the operation of the railways in 
_ Canada have not been and are not now a burden. 

i The basic statistical data here used have been taken from Statistics of 
_ Steam Railways of Canada as published annually by the Transportation and 
Public Utilities Branch of the Dominion Bureau of Statistics. This annual 
_ report of statistics is compiled by the Bureau from returns made by the railways 
in Canada in accordance with provisions of the Railway Act, 1919, and the 
Statistics Act, 1918, certified by the responsible officers of the railway companies. 
From time to time changes are made by the Bureau in the method or 
_ nature of the data published and comparisons made over a period of eighteen 
_ years may be subject to some error. It is not insisted that this compilation is 
_ entirely free from technical errors or defects of this kind, but an effort has been 
made to compile the basic figures as accurately as possible and to show the 
_ year-to-year trend in a reliable way. Such defects as may be discovered, how- 
| ever, in the use of these available statistics will not materially affect the trends 
_ shown nor lead to misrepresentation of the basic facts. 

We hold that no criticism should be found justified in the consideration 
of this Exhibit which might arise out of the complaint that the Canadian 
_ National and Canadian Pacific Railways have not been used exclusively. The 
_ other railways, while representing a very insignificant portion of the railway 
_ mileage in Canada do, nevertheless, have their proportionate bearing upon 
_ the economic and social welfare of the Dominion. 

In addition thereto it will be understood that several classes of employees 
hold agreements which might be termed of national scope in that they include 
| other small lines in addition to the Canadian Pacific and Canadian National 
i Railways. 

y These tables will be discussed under the following general headings: 
‘ 1. Employees, Hours of Service and Compensation. 
2. Increased Efficiency and Productivity of Railway Employees. 


2 
:] 
\ 3. Distribution of Railway Revenues. 


' An effort will be made to discuss in some detail the facts developed by 
each table and to indicate the conclusions that appear to be just and reason- 


| able. 
|) EmPpLoyYeEes’ Hours oF SERVICE AND COMPENSATION 


‘s 

oto! Employees (Tables 1 and 2): 

Ee In 1920 there were 175,702 employees engaged in actual railway service 
in Canada. In the years immediately following there was a decrease, but in 
1928, when the Canadian railways handled their greatest volume of business, 
_ the number of employees stood at 172,946 which was 1-6 per cent under the 
1920 employment figure. 
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From 1928 to 19338, inclusive, employment on Canadian railways was on a 
steady downward trend, thousands of workers being thrown out of employment | 
in each subsequent year until, in 1933, the number of employees had dropped 
to 110,864. As compared with 1920, this was a loss in employment of 64,838, — 
or 36-9 per cent, and likewise a drop of 62,082, or 35-9 per cent, as compared © 
to 1928. i 
In 1937 there were 121,541 employees engaged in actual railway service in | 
Canada. This was an increase of 10,677, as compared to 1933, but a decrease — 
of 54,161, or 30-8 per cent, under 1920 and a drop of 51,405, or 29-7 per cent, 
as compared to 1928. In other words, one out of every three employees in 1920 — 
was unemployed in 1937. 


Total Hours (Tables 1 and 2): . 

In 1920 the total hours worked by the foregoing employees amounted to — 
440,840,768; thereafter there was a decline in the total hours worked, followed | 
by a subsequent increase in hours, with the result that in 1928, when Canadian ~ 
railways handled their greatest volume of business, the total hours worked was — 
substantially the same as that for 1920, being only one-tenth of one per cent © 
below 1920. 

Following 1928 there was a steady decline in the total hours worked until, 
in 1933, the total hours worked were 43-6 per cent below 1920 and likewise 43-5 | 
per cent below 1928. ; 

In 1937 there was an increase in hours, as compared to 1933, but in 1937 © 
the total hours worked were approximately 35 per cent under both 1920 and 1928. 
It will be noted here that the decrease in the total hours worked was greater than ~ 
was the decrease in the number of employees. As compared to the decrease of — 
31 per cent in the number of employees, there was a decrease of about 35 per — 
cent in the total hours worked. 


Total Compensation (Tables 1 and 2): ! 

In 1920 the total compensation received by the foregoing Canadian railway — 
workers amounted to $280,353,910. By 1925 there was a decrease of 20 per cent — 
in the total compensation received, but in 1928 the total compensation had ~ 
again increased to slightly more than $270,000,000. This was a drop of a little — 
more than $10,000,000, or 3-7 per cent as compared with 1920. 

In 1937 the total compensation received by the Canadian railway employees — 


amounted to $179,110,674. This was a decrease of $101,243,236, or 36-1 per 
cent, as compared with 1920 and a decrease of $90,991 885, or 33-7 per cent, as — 
compared with 1929. e 

Here again it is seen that the decline in total compensation was greater: 4 
than the decline in the number of employees or in the total hours worked. As_ 
compared with a drop of about 31 per cent in the number of employees and 
about 35 per cent in the total hours worked, there was a decrease of approx- — 
imately 36 per cent in the total compensation received by Canadian sy 
workers. . 

It is apparent that the employees have suffered severe losses in employ- — 
ment, and that the total wage bill of the railways has been consequently reduced. — 

In Table No. 1, the total number of employees engaged in actual railway 
operation is shown together with their total hours and total compensation. In 
that table three groups of employees are omitted, namely, those in the Radio — 
Department, those in the Express Department, and those engaged in outside 
operations. 

In order that the total number of employees, total hours and total com- 
pensation, including these three groups that were omitted from Table No. 1 
might be shown, Table No. 2 is included to embrace the full figure. 

The downward trend of employment, hours and compensation for the total 


employees, including the three groups here named, is found to be substantial 
the same as is the trend when the three groups are omitted. is 
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In all of the tables to follow, where ratios, or comparisons, are made with 
the employees, their hours and compensation, the employees engaged in actual 
_ railway operation have been used and those in the Radio Department, Express 
_ Department and outside operations have been omitted, because the other factors 
used are for railway operations only and, therefore, do not include these other 
i operations. Table No. 2 has been presented for comparative purposes only. 


Average Monthly Earnings for 1937 (Tables 3 and 4): 
i A study of the average monthly earnings received by Canadian railway 
_ workers will immediately explode the fallacy of high railway wages in Canada. 
_ These official data will definitely establish the fact that the majority of the 
_ Canadian railway employees receive average monthly earnings substantially 
below that necessary for a proper, comfortable and healthful standard of 
_ living. 
I There were 6,670 Canadian railway employees, who in the year 1987, 
M4 received average monthly earnings of less than $60 per month. This group 
embraced chiefly Maintenance of Way labourers who engaged in hard manual 
_ labour, who are exposed to all types of weather conditions and who likewise 
are the victims of irregular and uncertain employment due to the seasonal 
character of the work performed by them. 
Wh There was a total of 12,229 employees representing 10-1 per cent of the 
entire group who received $75 per month or less. In this group will be found 
oe Switchboard operators, Regular apprentices, Station Agents, non- 
_ telegraphers (small station) and others. 
; There were 34,369 employees, representing 28-3 per cent of the total who 
_teceived less than $85 per month. In this group, ranging between $75 and 
$85, were Sectionmen, Car Cleaners, Signalmen or ‘Watchmen at crossings and 
" - others. 
Almost two-thirds of the Canadian railway employees received average 
vy “monthly earnings of less than $125 in 1937. In other words, 76,235, or 62-7 
' per cent of the total, earned less than $125. In this group will be found Car- 
_ penters and Bridgemen, Masons, Bricklayers, Plasterers and Painters, Section 
_ Foremen, Carmen and ‘Stationary Engineers, Firemen and Oilers, and others. 
F More than four-fifths earned less than $150 per month in 1937. Below 
_ this figure were 101,984 employees, or 83-9 per cent of the total. In this group 
will be found many skilled mechanics who must serve apprenticeship or engage 
in their work for years before being qualified or possessed of sufficient skill 
_for the performance of the service required of them. This group includes 
_ Blacksmiths, Boilermakers, Electrical Workers, Machinists, Moulders, Pipe 
Fitters, Sheet Metal Workers, Road Freight Brakemen, Yard Brakemen, Yard 
_ Firemen, and others. 
Only 16-1 per cent of the total employees earned more than $150 per 
2 month. In the group with earnings ranging from $150 to $200 per month are 
” Assistant Engineers and Draftsmen, Foremen—Linemen, Inspectors and 
"Sergeants of Police, Supervisory Agents and Assistants, Yard Conductors and 
_ Engineers, Road Freight Firemen, and others. 
: Only 8-2 per cent of the total employees, including the officials, earned 
more than $200 per month. Out of the total of 121,541 employees, there were 
| 111,601, or 91-8 per cent of the total who fell below $200 per month. Those 
earning from $200 to $250 per month embraced miscellaneous officials, Train 
Despatchers and Traffic Supervisors, Yardmasters, Road Passenger and Road 
_ Freight Conductors and Road Freight Engineers, and Road Passenger Firemen. 
There were 2,448 whose earnings were over $250 per month. Of this 
number 617 were Executives, General Officers and Assistants; 920 were Division 
' Officers, 45 were General Foremen, and 866 were Road Passenger Engineers 
~and Motormen who had devoted a major part of their working lives to the 
service prior to accumulating sufficient seniority to enable them to hold this 
limited number of preferred positions. 
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When it is found that only 2 per cent of those engaged in actual vailweel 
service, including the officials, earn in excess of $250 per month, and that 
almost. two-thirds of the railway employees earn less than $125 ‘per month 
and that 38-9 per cent earn less than $100 per month and that 10-1 per cent 
earn less than $75 per month and that 6-3 per cent earn less than $60 per 
month, it will readily be observed that the impression held by many with 
respect to high railway wages is the result of a vivid imagination based upon 
inaccurate rumours, rather than upon reliable and official statistical facts. s 


INCREASED EFFICIENCY AND PRODUCTIVITY OF RAILWAY EMPLOYEES. 


The following facts, all of which have been based upon official records — 
published by the Dominion Bureau of Statistics lead to the incontrovertible — 
conclusion that there has been a remarkable increase in the efficiency of . 
Canadian railway operation and in the productivity of Canadian railway em- — 
ployees. Considering the steam railways of Canada as a whole, more revenue — 
traffic is being handled per dollar of employees’ compensation than ever before : 
in Canadian railway history. The public is receiving the highest type of — 
service ever offered, Train schedules are faster. Trains are longer. Freight 
shipments are quicker and more reliable than ever before. Never in a 
history have people been able to travel with a greater degree of safety and ~ 
comfort. 

No one class, group or factor in Canadian railway operation can claim ; 
exclusive credit for this remarkable increase in efficiency and productivity. It 
has resulted from the application of money, management and labour. Railway ; 
investment, railway management and railway employees all have contributed to 
iy The difficulty of placing a set yard stick on any one of these three con- 3 
tributing elements is recognized. Any effort to distinguish specifically the con- © 
tribution of any one group or factor would be exceedingly difficult, if not — 
impossible. The interdependence of the various departments, the necessity for 
- co-ordinated effort on the part of the different groups of railway officials and 

employees make it difficult, if not impossible, to measure the part played by te 

human element alone. A highly efficient engineer in the latest and most modern 
locomotive, directed by the most competent dispatcher and supervised by the — 
most highly qualified superintendent can make only such speed as the condition i 
of engine, cars, track and bridges will permit him to make in safety. Train- — 
masters, superintendents and general managers in determining the maximum ~ 
speed, length or tonnage of a train must consider many things: the type of — 
engine available, the condition of tracks, bridges and rolling stock, and the 
capacity of the employees to meet their responsibility and fulfill their duties, . 
all combine to bring investment, management and labour into the picture. ‘: 

The investment of millions of dollars in new rolling stock, equipment, labour- 
saving machines and devices results in improved efficiency and greater pro- 
ductivity, if the men engaged in the actual operation of steam railways prove — 
themselves capable of using them to good advantage, and, on the other hand, — 
prove economic losses if the men are unable to measure up to the new condi- — 
tions, increased responsibility and greater requirements. Perhaps in no other 
industry are the various factors and duties so closely interwoven and so highly 
interdependent as in steam railway transportation. Canadian railway can 

; 


ment and railway employees may well be proud of their achievements in the 
past decade or so, and both should be rewarded financially for their valuabl 
contribution to the essential transportation necessities of the Dominion. 

The growth and development of the steam railways in Canada and the 
efficiency of the operation has an important influence on the social and indus= 
trial life of the entire Dominion. Canada is a country of far-reaching dimen- — 
sions, being near 4,000. miles in width from its eastern to its western borders. 
Considering its size, the population of approximately 11 million is relatively 
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small. In the east lies its industrial region and to the west lie the prairies 
with their vast agricultural areas. Such a country finds efficient transporta- 
_ tion, produced at reasonable cost, to be an absolute necessity of life and a vital 
_ factor to its further industrial and agricultural development. 

_ The efficiency with which the railway lines are operated and the pro- 
_ ductivity of the railway employees, both represent factors that substantially 
_ influence the general welfare. This being true, the facts developed in this study 
relative to railway employees’ efficiency and productivity would appear to be of 
direct importance not only to railway workers and railway management, but 
likewise to the Canadian people as a whole. 


i Total Mileage of Track Operated and Number 
of Employees, Number of Hours Worked, and 
Total Compensation of Employees Per Mile 
_ of Track Operated (Table No. 5): 
be! Table No. 5 presents the total mileage of all tracks operated for the years 
1920 to 1937 and the ratio of the employees, their hours of work and their total 
- compensation per mile. 
st In 1920 the total mileage of all tracks operated was 51,005. There were 
_ 3:44 employees per mile of track. For each mile the employees worked 8,643 
hours. For each mile operated the employees received $5,497 in compensation. 
In 1928, when the Canadian railways handled their greatest volume of business, 
the total mileage operated was 55,455 miles. This was an increase in mileage 
of 8-7 per cent over 1920. The employees per mile of track, however, had 
decreased 9-3 per cent. The hours worked per mile had decreased 8 per cent 
_and the compensation per mile of track operated had declined by 11-4 per cent. 
In 1937 the mileage had increased to 56,835, an increase of 11-4 per cent 
as compared with 1920. The number of employees, however, per mile of track, 
which stood at 3-44 in 1920, had dropped to 2-14 in 1937. This was a decrease 
in employees per mile of track of 37-8 per cent. The hours worked per mile of 
track dropped from 8,643 in 1920 to 5,076 in 1937, a decrease of 41-3 per cent. 
' The total compensation per mile of track fell from $5,497 in 1920 to $3,151 in 
1937, representing a decrease in total employee compensation per mile of track 
of 42-7 per cent. 


| Revenue and Non-Revenue Freight Ton Miles 

Per Employee, Per Hour of Service and Per 

Dollar of Compensation (Table No. 6): 

a The primary purpose or function of a railway is the movement of revenue | 
freight and passengers. By far the greatest income derived from the operation 
of railways is that received from the movement of revenue freight. Perhaps 
| i of the best factors for determining efficiency and productivity in railway 
‘operation will be found in the movement of revenue and non-revenue freight 
a er employee, per hour of employees’ service and per dollar of employees’ com- 
pensation. 

Statistical data for the combined revenue and non-revenue ton miles are 


not available for years prior to 1923. In this year, however, Canadian railways 
Betcled approximately 384 billion revenue and non-revenue freight ton miles. 
For each employee in service the railways handled 231,654 ton miles. For each 
| hour of employee service the railways handled 93-7 ton miles. For each dollar 
of employee compensation the railways handled 159-9 ton miles. 

; In 1928, when the railways handled their peak volume of business, revenue 
and non-revenue freight ton miles had increased 20-6 per cent over 1923. The 
ton miles per employee had increased 15-7 per cent. The increase per hour of 
service was 12-3 per cent and the increase per dollar of employees’ compensa- 
lon was 7-4 per cent. In 1937 revenue and non-revenue freight ton miles were 
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21-7 per cent less than in 1923. There was an increase in ton miles per 
employee, however, of 6:9 per cent. There was an increase in ton miles per 
hour of employees’ service in 1937 of 11-3 per cent and an increase per dollar 
of employees’ compensation of 5-1 per cent. 

Notwitstanding the drop of 21-7 per cent in ton miles in the year 1937, 
there was an increase in ton miles per dollar of employee compensation of 
5-1 per cent. q 


Revenue Freight Ton Miles Per Employee, 
Per Hour of Service and Per Dollar of 
Compensation (Table No. 7): 

The preceding table dealt with both revenue and non-revenue ten miles. 
Table No. 7 eliminates the ton miles for which no revenue was received and 
presents a comparison of the revenue freight ton miles with the employees, 
their hours of service and their total compensation commencing with the year 
1920. In that year, Canadian railways handled a little less than 32 billion 
revenue freight ton miles. For each employee in service the railways handled 
181,525 revenue freight ton miles. For each hour of employees’ service there 
were 72:3 revenue ton miles and for each dollar of employees’ compensation — 
113-8 revenue ton miles. In 1928, the revenue freight ton miles handled were 
30-5 per cent greater than in 1920. The increase per employee in 1928 was 
32-5 per cent greater, the increase per hour of employees’ service was 30-6 per 
cent greater and the increase per dollar of employees’ compensation was 35:4 per i 
cent greater. q 

In 1937, revenue freight ton miles were 15-6 per cent under those of 1920. 
The revenue ton miles per employee in 1937 were, however, 22-0 per cent 
greater than in 1920, The increase in revenue ton miles per hour of employees’ 
service in 1937 was 29-0 per cent over 1920, and the revenue ton miles per 
dollar of employees’ compensation was 32-1 per cent greater than in 1920. It 
is seen here that for each dollar invested by the railways in employee compen- 
sation the railways are now receiving 32-1 per cent more in revenue service 
from their employees. ‘ 


Total Operating Revenue for Rail Line 
Only Per Employee Per Hour of Service 
and Per Dollar of Compensation (Table No. 8): 
In 1920 the total operating revenue of Canadian railways was slightly 
under $475,000,000. This represented an operating revenue per employee of 
$2,703. The revenue per ‘hour of employees’ service was $1.08 and per dollait 
of employees’ compensation $1.69. In 1928 total operating revenues reached 
their peak, being a little under $541,000,000, an increase of 13-9 per cent over 
1920. In 1928, the revenue per employee was $3,127, or 15-7 per cent ereater 
than that of 1920. The revenue per hour of employees’ service had increased 
to $1.23, an increase over 1920 of 13-9 per cent. The revenue per dollar of 
employees’ compensation had increased to $2, which was an increase of 18:3 
per cent over 1920. In 1937 total operating revenues had dropped to 
$337,872,263. This was a decrease of 28-9 per cent as compared with 1920 _ 
and a decrease of 37-5 per cent as compared with 1928. It will be noted, 
however, that the total operating revenue per employee increased to $2,78 
or 2-8 per cent over 1920. 
Notwithstanding the decrease in total operating revenues in 1937 as com-) 
pared with 1920, there was an increase in such revenues per hour of employee: 
service during this period. In 1920 the total operating revenue per hour of 
service was $1.08 and in 1937, $1.17, an increase of 8-3 per cent over 1920. 
The total operating revenue per dollar of employees’ compensation was 


$1.69 per dollar of employees’ compensation in 1920 to $1.89 in 1937. Th 
increase in 1937 over 1920 was 11-8 per cent. in 
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It is seen here that, notwithstanding the decline in total operating revenues, 
he railways in 1937 received a higher investment on their money put into 
employees’ compensation in 1937 than in 1920. Their investment of this nature 
in 1937 was worth 11-8 per cent more to the railways than was the same invest- 
oul in 1920. 


Total Operating Revenue Per Employee, Per Hour of Service, and 
Per Dollar of Compensation on Canadian Railways for Specified Years 
“(Table No. 9): 


In the table immediately preceding, we have seen the ratio of the employees 
‘in actual railway service, their hours and their total compensation to the total 
operating revenue for rail lines. In order that these same ratios, or comparisons, 
‘may be made with total operating revenues from all sources, Table No. 9 is 
presented. 
| The total revenues from all sources per employee, per hour of service and 
-per dollar of compensation follow very substantially the same trend as is found 
‘in the comparison with operating revenues from rail line service, there being 
only a small fraction of one per cent difference in each instance. For this reason 
‘no detailed analysis is deemed necessary. 


Net Operating Revenues Per Employee, Per Hour of Service, 
And Per Dollar of Compensation (Table No. 10): 


The net operating revenues of Canadian railways, that is to say, the total 
operating revenues less the total operating expenses, were slightly under 14 
illion dollars in 1920, increasing thereafter to a high peak of slightly more than 
121 million dollars in 1928 and declining thereafter to a little less than 37 million 
dollars i in 1932. Since 1932 net operating revenues have increased, and stood at 
54,450,723 in 1937. 
_ For each employee in 1920 the Canadian railways had a net operating 
‘Tevenue of $78.80. For each employee in service in 1937 they had a net operat- 
ing revenue of $448, which was an increase in net operating revenue per em- 
‘ployee as compared with 1920 of 468-5 per cent. In 1937 the net operating 
Tevenue per hour of employees’ service was 509-7 per cent greater than that of 
1920 and the net operating revenue per dollar of employees’ compensation 
increased during this same period by 520-4 per cent. 
Revenue Freight Ton Miles Per Dollar of 


¢ Operating Expense (Table No. 11): 


Total operating expenses in 1920 amounted to a little over $478,000,000. 

Vhen the peak volume of business was handled in 1928 it would naturally be 
Benected that operating expenses would increase. This, however, was not the 
‘ase and operating expenses during the peak business of 1928 were $35,546,884, 
jor 7-4 per cent under those of 1920. In 1937 operating expenses had declined to 
japproximately $300,000,000, being 37-1 per cent less than in 1920. 
| For each dollar of operating expense in 1920 the Canadian railways handled 
(66:7 revenue freight ton miles. In 1928 the revenue freight ton miles per dollar 
of operating expense had increased to 94-0 an increase of 40-9 per cent over 
1920. In 1937, and notwithstanding the decline in revenue freight ton miles, it 
is found that the revenue freight ton miles per dollar of operating expense were 
4-3 per cent greater than in 1920. The efficiency of railway operation and the 
productivity of railway employees are both clearly reflected in these official 
‘statistical facts. 
- Even though credit for the increased productivity, efficiency and economy 
Which has been realized in the railway industry during the past few decades 
is difficult to assign to any one factor in production, the fact remains that this 
increase in productivity, efficiency and economy does place the railway manage- 
| 77662—4 
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ments in a better position to pay wages. In other words, the capacity of the 
railway industry to increase wages has been materially increased by virtue of 
the increased efficiency. It has been shown, however, that the wage bill of the 
railways has been declining, and that the average earnings of railway employees: 
at the present time are low —too low for the efficient service they are producing,” 
and, therefore, in the light of this increased efficiency, do not present any problem | 
with regard to railway costs and expenses. ‘ i 
DIsTRIBUTION OF RaiLbwAy REVENUES a 

An analysis of the proportion of railway revenues going to railway labour’ 
also shows that Labour cost as a factor in the production of transportation” 
service has not been and is not now a burden on the industry. In fact, the pro-7 
portion which has gone to other factors in production—stock and bond holders 
for example—would suggest that relief for the railways should be sought else 
where. 


Earnings of Railway Stockholders and a 
Employees (Table No. 12): i 
In 1920 Canadian railway dividend payments amounted to $29,942,557." 
In that year the cash dividend rate was 8-28. Incidentally, the net operating 
revenues for that year amounted to only about $14,000,000. The total employee 
compensation was $280,353,910. By 1922 dividend payments increased -7 per 
cent and total employee compensation decreased 20-1 per cent. The cash divi- 
dend rate remained, however, at the high figure of 8-27. In 1928 dividend pay- 
ments were $33,729,273, or 12-6 per cent greater than in 1920, but total employee 
compensation was $270,102,559, or 3:7 per cent less. The cash dividend rate 
still stood at 8-15 per cent, which was within 1-6 per cent of the high 1920 rate! 
For 1930, after more than a year of depression, dividend payments soared to $38,- 
890,927, this new high peak of dividend payments being 29-9 per cent higher 
than in 1920. Total employee compensation in 1930 had decreased, however, by- 
$31,187,661, or 11°1 per cent. The cash dividend rate for this depression year 
still stood at 8-02, or within 3-1 per cent of the high 1920 dividend rate. In 1931 
dividend payments decreased 9 per cent as compared with 1920, but employees’ 
total compensation was reduced approximately one-fourth, or 24-5 per cent.) 
Following this two years of depression the cash dividend rate still stood at 
9:65. \ 
Here again we see reflected the disproportionate use of the railways’ oper- 
ating income in 1930 when employees had already suffered substantial losses” 
and when it was generally recognized that a serious depression was being faced 
by Canada along with the United States and the rest of the industrial nations” 
of the world. Dividend payments were made in an amount that established 
a new all-time peak record for Canadian railways. Had the dividend rates fol-” 
lowed the same trend that total employee compensation took during the years — 
subsequent to 1920, it is seen here that the railways would have been in much 
better position to meet their problems during the past few years. 


Interest on Funded and Unfunded Debt and 
Compensation of Employees (Table No. 18): ‘” 
In 1920 interest on funded and unfunded debt amounted to $59,270,289. 2 
previously stated, employees’ total compensation in that year stood at $2 
353,910. In 1921 interest on funded and unfunded debt went up to 26-1 
cent and employee compensation went down 15:4 per cent. In 1922 inte 
went up 32-2 per cent as compared with 1920 and employee compensation w 
down 20-1 per cent as compared with 1920. 
In 1928, the year of peak business, interest was 62-5 per cent greater the 
in 1920, while employee compensation was 3-7 per cent less than in 1920. Di 
ing the depression year of 1930 interest reached a new high level, being $1 
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936 797, or 83° 8 per cent above 1920, while employee compensation had dropped 
1i- 1 per cent. In 1931, after two years of depression, interest reached another 


new high level, being 90-2 per cent greater than in 1920, while employee com- 
‘pensation was 24: 5 per cent less. th 1932, interest reached another new high 


had dropped 40-6 per cent. 


» In 1983 still another new peak was set for interest payments, when they 
were 100-5 per cent greater than in 1920, while*employee compensation still 
continued downward, being 48-1 per cent under 1920. Nothwithstanding the fact 
that the interest on the debt of the Canadian National Railways was substanti- 
tally reduced by the Canadian National Railways Capital Revision Act, 1937, 
‘mn that year the total interest on the debt of all Canadian railways was $77,- 
819, 294, or 31-3 per cent greater than in 1920, while the compensation of em- 
ployees declined 36-1 per cent in that period. 
f In these figures we see the paradoxical or contrasting situation wherein the 
wages of the bond holders practically doubled in depression years, when the 
compensation of the employees who engage in the actual operation of the rail- 
‘ways was reduced almost one-half. 
_ The earlier tables clearly reflected the increased efficiency and the greater 
‘productivity of railway operation, to which the employees made a valuable and 
‘highly essential contribution. This table and Table No. 12 show in large 
measure where the profits went that were derived from this greater efficiency 
nd produetivity. The stock holders and the bond holders received more, while 
the employees who actually produced this greater efficiency and productivity 
¥ received less. 


VE Por tion of Total Operating Revenues Required to Pay Total Employees’ Com- 
ia pensation. (Table 14): 


| The total operating revenues of Canadian railways in 1920 amounted to a 
little nfore than 492 million dollars. In that year total employee compensation 
amounted to $280,353,910. It, therefore, required 57 per cent of the total 
‘operating revenues to pay the total employees’ compensation. In other words, 
out of each dollar of total operating revenue, 57 cents was required for employee 
sompensation. This compensation, of course, embraced the officials, as well 
as those commonly referred to as employees. 

- It should be borne in mind that the railways are essentially a service 
industry—that is, “service” is the only thing which the railways have to sell— 
and consequently the principle item of expense must necessarily be for the labour 
which produces that service. 

In 1937, total operating revenues declined to approximately 355 million 
llars, a decrease of 27-8 per cent as compared with 1920. Total employee 
mpensation decreased to a little over 179 million dollars, representing a decline 
36-1 per cent. 


than was the decrease in the total operating revenues. As a result of this, the 
reentage of revenues required to pay employee compensation was less in 1937 
than in 1920. Instead of using 57 cents out of each dollar of total operating 
evenue is wey employee lanai as was done in 1920, only on “4 cents 


it is es from Table No. 14 that labour cost as a ene: in the pro- 
duction of transportation service cannot be said to be a burden on the industry 
n view of the declining proportion of the revenues which it consumes. 


peak, being, 98-6 per cent greater than in 1920, while employee compensation 


‘In other words, the decrease in total employee compensation was greater 
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Portion of Gneraine Revenues from Rail Line Required to pay Employees’ 
; Compensation (Table No. 15): ’ 


In this table, total operating revenues from rail lines are compared with th 2 
total compensation received by employees engaged in railway operation. This: 
table differs from Table No. 14 in that the figures contained in Table No. 14 
embrace total operating revenues from all sources, whereas this table deals 
only with revenues from rail line operation. ; 

In 1920 the operating revenues from rail line operation were slightly undem 
475 million dollars. The compensation received by the employees was a little” 
more than 280 million dollars. Therefore, out of each dollar of rail line eae 
revenues 59 cents was required to pay the compensation of the employees. 

In 1937 this compensation had decreased in greater measure than had thell 
rail line operating revenues, with the result that only 53 cents out of each rail 
line operating revenue dollar was required for employee compensation. The 
percentage of rail line operating revenues required to pay the employees’ com-— 
pensation was, therefore, 10-2 per cent less in 1937 than in 1920. ; 
Percentage a Total Operating Revenues eee to Pay Interest (Table e 

No:.16):: ; 

In the tables immediately preceding we have shown that the percentage of | 
total operating revenues required to pay total employee compensation in 1937. 
was 11-6 per cent less than that required in 1920, and that the percentage of rail 
line operating revenues required to pay the compensation of employees engaged 
in railway service decreased 10:2 per cent. a 

No such unhappy circumstances were experienced, however, by those receiv- 
ing the interest paid on funded and unfunded debt. This interest, or the wages 
of the bond-holders, increased during the same period by 31:3 per cent. In 
other words, while ‘the total employee compensation fell 33-4 per cent, the 
interest on funded and unfunded debt rose 31-3 per cent. 4 

In 1920, out of each dollar operating revenue 12 cents was used to pay 
interest on funded and unfunded debt. In 1937 out of each dollar of a 
operating revenues 21-9 cents was required for such interest payments. The 
result was that the percentage of operating revenues required to pay — 
in 1987 was 82:5 per cent greater than that of 1920. 


nee of ais Revenue from Rail Line required for Interest rable 
0) i 

Table No. 17 presents in vivid fashion the disproportionate burden of ind 
railway debt and interest charges to railway revenue. ‘ 

Canadian railways, of course, receive some revenues from outside opera- 
tions and from sources of income other than the gross earnings from operation. 
These outside, or other, sources of income, however, are relatively small aa 
compared with gross earnings from operation and represent but a small part 
of the railways’ total earnings. It does not necessarily follow that the money 
required for interest payments is all taken from that received by the railways 
in gross earnings from actual railway operation, but the major portion of the 
interest payments is taken from this source, since it is the source of the over: 
whelming portion of railway income. i 

In 1920, total operating revenue amounted to a little less than 475 million 
dollars; interest on funded and unfunded debt amounted to a little over 59 
million dollars. The percentage of the total operating revenue required t0 
pay interest on funded and unfunded debt (and assuming that the debt pay- 
ments' were taken entirely from operating revenues) amounted to 12-5 pe: 
cent. Thereafter the percentage of operating revenues required to pay interest 
showed a steady and almost consistent increase. In 1928, total operating rev- 
enue reached a high peak of slightly less than 541 million dollars, an increas 
of 13-9 per cent over 1920. Interest charges increased more rapidly and wert 
62-5 per cent greater than in 1920. . 
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As a result “ this disproportionate increase in interest, the percentage of 
} operating revenues required for interest payments was 17-8 per cent. In other 
words, disregarding the other smaller sources of income, out of each $100 in 
total operating revenues in 1920, $12.50 was required for interest payments and 
n 1928, $17.80 was required for interest. 

From 1928 to 1933 there was a marked decline in total operating revenues 
with a rapid increase in interest on funded and unfunded debt. The result 
was that in 1933, $44 out of each $100 of operating revenues was required for 
interest payments. The 1933 percentage of operating revenves required to 
meet interest was 252 per cent greater than that required in 1920. 

_ After 1933, operating revenues increased so that. by 1937 they were only 
28-9 per cent below what they were in 1920. Interest on funded and unfunded 
debt, however, continued to increase through 1934, after which it declined 
slightly in 1935 and 1936. In 1937, it was reduced materially as a result of 
the Canadian National Railways Capital Revision Act, 1937. Nevertheless, 
in that year 23 per cent of the total operating revenue was still required to 
meet interest which was an increase of 84 per cent over 1920. 


Ratio of Interest Payments to Employee Compensation (Table No. 18): 


_ As indicated more than once in the analysis of the foregoing tables, 

employee compensation in 1937 was 36-1 per cent less than in 1920. 

| It has also been shown that in 1937 interest on funded and unfunded debt 
was 31-3 per cent more than it was in 1920, notwithstanding the adjustments 

resulting from the Canadian National Railways Capital Revision Act, 1937. 

We see in these two facts that while the amount required for employee com- 


e amount required to meet interest payments was practically one-third more 
than in 1920. 

b In 1920 the employees received $4.73 in compensation for each dollar paid 
in interest on funded and unfunded debt. The ratio of employee compensation 
interest was almost 5 to 1. In 1937 the employees received $2.30 in com- 
nsation for each dollar paid out in interest on debt. The ratio of employee 
compensation to interest payments had dropped from almost 5 to 1 in 1920 to 
/one and one-half in 1936. Because of the adjustments made under the Cana- 
dian National Railways Capital Revision Act, 1937, this ratio increased to a 
little over two to one. 

This last table, as well as the five previous tables, show that the wages 
hi lave not been a burden on the railway industry. The total wage bill has 
d leclined substantially, as well as the relative proportion of revenues required 
to ‘pay wages. 

_ The relative burden of interest payments, however, has been increasing and 
Bexibly suggests at least one avenue of inquiry looking to the solution of the 
ailway problem. 


SUMMARY AND CONCLUSIONS 


_ The railway industry consists of a large and far-reaching plant requiring 
| clock-work precision and an unusually high degree of training, skill responsibility 
and experience on the part of the employees to operate. It is an industry which 
‘has only service to sell, and from the standpoint of the public which uses the 
Iways, the employees are the railways. On them depends their safe and 
cient operation. 

The wages of railway employees which have been subject to criticism are 
a burden on the industry, and in fact increasing efficiency has made it pos- 
to produce better transportation at lower cost, particularly lower labour 
per unit of service, to which the railway employees hav2 contributed no 


Oi 00 0 SSP ROTAL COM MERTMEE 2°) 0 tek nea 
We may conclude, therefore, that the criticism of railway wages and work 
oe ing conditions is wholly unjustified, and that these factors do not present any 
it difficulty to your consideration of the railway problem. In fact, the operation of 
ii the railways as a whole is conducted efficiently and cannot be criticized. Declin- 
x ing traffic and revenues due to competition, and the drain on revenues from other 
Hy sources, principally the capital structure, appear to suggest more fruitful fields 
fe of inquiry for a solution of the railway problem. 4 
: While the purpose of this statement is primarily to reply to the unwar- 
i ranted attacks which have been made upon the railway employees of Canada 
P before this Committee, we ask that it also be accepted.¢s supplementing and 
i, supporting the recommendations which we have previously submitted to your 
i Committee. = 
i Respectfully submitted, 
| A. J. KELLY, 
te Chairman. 
4 R. J. TALLON, 
Vice-Chairman 

. _ WM. L. BEST, 5 

4 Secretary. y 
@ 

| a 
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ee nocd of Locomotive Engineers .. 

R Brotherhood of Locomotive Firemen and 
Enginemen . 

Birder of Railway Conductors. ty a 
Beerrethood of Railroad Trainmen ,, 


01 ‘der of Railroad Telegraphers .. . 
Brotherhood of Maintenance of ikea Em- 
ployees ice : : : 
Division No. 4, Shop Trades se 
Brotherhood of "Railway and Steamship Clerks, 
_ Freight Handlers, Express and Station Em- 
: ployees .. . BE Bie 
International ‘Association of “Machinists 34 
Brotherhood Railway Carmen of America . 


Brotherhood of Boilermakers, Iron PPO 
ers and Helpers of America .. 
-. 

Br otherhood of Electrical Workers .. 
United Association of Plumbers and Steam- 
m fitters .. . ve 
Association of Sheet “Metal “Workers a, 
Brotherhood of Firemen, Oilers and Shop 
4 Labourers .. ie 
_ Signalmen of America .. ae 
uC Commercial Telegraphers Union oe 


Distribution of Railway Revenues. 
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- ORGANIZATIONS REPRESENTED BY CO-OPERATIVE LEGISLATIVE 
COMMITTEE, NAMES OF MEMBERS AND OFFICERS OF 
SAID COMMITTEE 


H. B. Chase, Assistant Grand Chief. 


Wm. L. Best, Vice-President. 

Thos. Todd, Vice-President. 

A. J. Kelly, Dominion Legislative Repre- 
sentative. 

W. H. Phillips, Vice-President. 


W. V. Turnbull, Vice-President. 
R. J. Tallon, President. 


F, H. Hall, Vice-President: 

Jas. Somerville, Vice-President. 

L. A. Beaudry and/or Robert. Hewitt, 
Vice-President. 


W. J. Coyle, Vice-President and/or J. 
Thompson, Grand Lodge Repvesenta- 
tive. 

E. Ingles, Vice-President. 


W. J. Bruce, Grand Lodge Representative. 
A. Crawford, Grand Lodge Representative. 


Jas. C. Gascoyne, Vice-President. 
D. Guigue, Grand Lodge Representative. 
G. R. Pawson, Grand Lodge Representa- 


; tive. 
A. J. KELLY, R. J. TALLON, 
Chairman. Vice-Chairman. 
WM. L. BEST, 
Secretary. 
CANADIAN RAILWAYS 
1920 - 1937 


STATISTICAL ANALYSIS OF 


1. Employees’ Hours of Service and Compensation. 
Increased Efficiency and Productivity of Railway Employees. 


mpiled from Information Contained in Annual Reports of STATISTICS OF 
TEAM RAILWAYS OF CANADA, Published by the Transportation and 
Utilities Branch of the Department of "Trade and Commerce, Dominion Bureau 
of Statistics. 


BER SUBJECT 


in Outside Operations’). 


Groups. 


Total Number of Employees, Total Hours Worked, Total Compensation Received 
(Excluding “Express Peper eneNt, » “Radio Department” and Employees Engaged 


Total Number of Employees, Total Hours Worked, Total Compensation Received. 
Average Monthly Earnings of Employees for Year 1937, Arranged in Specified 


Recapitulation of Employees in Occupations Averaging Less Than SOS 
Monthly pois For The Year 1937. 


on 
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‘Total Operating Revenue per Employee, per Hour of Service and per Dollar of 


Interest on Funded and Unfunded Debt and Compensation of Employees. 
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Total Mileage of Track Operated and Number of Employees, Number of Hour 
Worked, and Total Compensation of Employees per Mile of Track Operated. 


Revenue and Non-Revenue Freight Ton-Miles per Employee, per Hour of Ser 
vice and per Dollar of Campensation. 


Revenue Freight Ton-Miles per Employee, per Hour of ya and ber Dollar of 
Compensation. a 


Total Operating Revenue for Rail Line Only per Employee, per Hour of. Service 
and per Dollar of Compensation. 


Compensation. 4 


Net Operating Revenues per Employee, per Hour of Service and per Dollar of 
Compensation. 4 


Revenue Freight Ton-Miles per Dollar of Total Operating Expense. 
Earnings of Railway Stockholders and Employees. 


Portion of Total Operating Revenues Required to Pay Total Employees’ Compen- 
sation. 


Portion of Operating Revenues from Rail Line Required to Pay Employees! 
Compensation. 


Percentage of Total Operating Revenue Required to Pay Interest. a 
Percentage of Operating Revenue from Rail Line used to Pay Intrest. M 
Ratio of Interest Payments to Employee Compensation. 
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4! , Taste No, 1 

TOTAL NUMBER OF EMPLOYEES, TOTAL HOURS WORKED, TOTAL COMPENSATION 
= RECEIVED ON CANADIAN RAILWAYS FOR SPECIFIED YEARS 


Employees* Total Hours* Total Compensation* 
Year Index Index Index 
Number No. Number No. Amount No. 
1920=100 % 1920=100 1920 =100 
% % $ % 

7 code SAP So ee aE ee 175, 702 100-0 440,840, 768 100-0 280, 353,910 100-0 
«bey pete Bae Sheem ene eas 157, 285 89-5 367,956, 281 83-5 237, 287,547 84-6 
MEAS AYN cee che ier ole wi'b.ce o! she: Here 156, 001 88-7 377,270,311 85-6 223,998, 597 79-9 
BRR MA) Sar ea Wo lat Jalil ySet o> Grate 165, 975 94-5 410,371,170 93-1 240, 395, 813 85-7 
MPM ote Tew ec nite bie eas) ok ante 159, 126 90-6 386,572,976 87-7 227, 346, 868 81-1 
BE css hcaderat arace tile t casts) steas 154, 088 87-7 380, 256, 982 86-3 224, 380,563 80-0 
ici hCG RIO EIEN O eee eee 162,423 92-4 408,171,210 92-6 240, 162, 249 85-7 
Re Anes ctbulas adicukec.. 164, 672 93-7 418, 558,404 94-9 253,805,373 90-5 
BE ies tec ateteds whe a) nah 172,946 98-4 440,792,781 99-9 270,102,559 96-3 
| Sb OStae H SE aes ue 171,316 97-5 434,858, 069 98-6 270,495, 594 96-5 
2 Lag Hla eRe ott) Sci Cee aRCR Nas egpaees 158, 509 90-2 389, 733, 711 88-4 249, 166, 249 88-9 
«Cin SOR ome ane Eee eee 139, 974 79-7 326, 177,006 74-0 211,739,598 75-5 
< bth clive AIBN eraerene Nt ey RoR OnA Ia ergs 120,026 68-3 271, 634, 228 61-6 166, 528,418 59-4 
YS eR aie ste Aca ntact 110, 864 63-1 248 421, 274 56-4 145, 639, 649 51-9 
PREM e ee eaten sey ay Sb Girne 116,076 66-1 265,651,977 60-3 150, 808,396 53°8 
«CEASE ae ia ae A RA a 116, 269 66-2 267,818,431 60-8 160, 004, 927 57-1 
PN PRMD ete ols ies gntbereas 121,447 69-1 283,812,062 64-4 169,415, 709 60-4 
+5 BEE SATE P AS Maas SE aA Io 121,541 69-2 288,496, 147 65-4 179, 110, 674 63-9 


a nd Wages’’). 
y 


Source: Sraristics or SrsaM Raiwways or Canapa for years 1920-1937, incl. (‘‘Employees and Salaries 


_ *Figures covering employees, total hours and total compensation represent grand totals, excluding 
Express Department, Radio Department and Employees Engaged in Outside Operations. 


Taste No. 2 


TOTAL NUMBER OF EMPLOYEES, TOTAL HOURS WORKED, TOTAL COMPENSATION 
| RECEIVED ON CANADIAN RAILWAYS FOR SPECIFIED YEARS 


Wages’’). 


Figures covering employees, total hours and total compensation represent Grand Totals. 


Employees Total Hours Total Compensation 
Index No. + _ JIndex No. Index No. 
Number [4999-100] Number i929 =100} “Amount 11920 =100 
$ 

TSS Ue 100-0 465, 466, 482 100-0 290, 510, 518 100-0 
167, 627 90-5 394,778,197 84-8 247, 756, 138 85-3 
165, 635 89-4 401,995,411 86-4 233, 294, 040 80-3 
178, 052 96-2 442,051,515 95-0 253, 320, 005 87-2 
169,970 91-8 415,773, 205 89-3 239,864, 265 82-6 
166, 027 89-7 411, 209, 522 88-3 237,755,752 81-8 
174, 266 94-1 437,927, 249 94-1 253,412,424 87-2 
176, 338 95-2 449, 887, 049 96-7 267, 067, 048 91-9 
187,710 101-4 482,685,474 103-7 287,775,316 99-1 
187,846 101-4 478, 743, 301 102-9 290, 732, 501 100-1 
174,485 94-2 431, 629,401 92-7 268 , 347, 374 92-4 
154, 569 83-5 364, 211, 642 078-2 229,499, 505 79-0 
132,678 71-6 303, 443, 246 65-2 181, 113, 588 62-3 
121,923 65-8 276, 312, 787 59-4 158, 326, 445 54-5 
127, 326 68-8 293, 563, 103 63-1 163, 336, 635 56-2 
127, 526 68-9 296, 744, 680 63-8 172,956, 218 59-5 
132,781 71-7 313, 291, 604 67-3 182, 638, 365 62-9 
133, 467 72-1 319,191,097 68-6 193,355, 584 66-6 


Source: Statistics or Steam Rawways or Canapa for 1920-1937, incl. (‘‘Employees and Salaries and 


404 - SPECIAL COMMITTEE - oe ej, 
Tasre No. 


AVERAGE MONTHLY EARNINGS OF EMPLOYEES ON CANADIAN RAILWAYS “a 
FOR YEAR 1937, ARRANGED IN SPECIFIED GROUPS. 


Average Average Total 
Reporting Division numbe of | monthly imBer 
employees earnings case 
Less than 860 per month— 
QV AMILORStanc. CLEAMETS sce perishes nie san Retin gs ers yore rea 1,119 $58 
OAT EADI IGEEN SYOX | HEUTE IC Nea ere RRR TUNES OIL Tears aN AA ey LVaTIt Ce bee aa Pedy 1 5,379 59 
STING SONG CHIES! Let ae ee ne ta YD nn ee RUG RN RG ane ea 172 56 
Number of employees earning less than $60 per month.............].......-----}e.. cee eee eee 6, 670 
Between $60 and 865— 
7 Office boys, messengers, attendants and miscellaneous 
APACS IV OTICER Suet hoses aa enya ae LO RRA RD Aen ponte) AUCH MOE id 962 $62 
Number of employees earning between $60 and $65 per month.....]............J..........-- 962 
Between 866 and $75— 
6 Telephone switchboard operators.........0.........000000s 243 $73 
SOT RElaAm Apprentices sn iyie ices Ue. mew ei Romy Bhima ene IE 25K 72 
AJENI CIA SSE LADOUBCES Ae cd ante Pie oe aeeraeP ate ae 2,457 71 
50 Station agents, non-telegraphers (small station)............ 163 70 
POAT OUTOTS Ay ety oceak Bt Aa ae ei Makan ay PUMA OLn MMW.” “lea selhtive Rg Wen De aie 483 74 
Number of employees earnings between $66 and $75 per month....]............]...........- 4,597 
Between 876 and $85— 
DP SOCULOMUA SIA: MTL a Reitad, hr, crcl nen een aN Oene Bata hs EL eeteek a Napa we, aes 15, 343 $81 
DSi PTEIPEr A POLEMtICES | ive Ntatna.< Nenteees Hume IE II Meme wr Sette dae eee 12 | 83 
ZOMG Arce leAMeT Sate i.) dma abet co wn ei te Koycrs SLC MeC HR Bate atic tela 1,319 77 
AMG) Ger NSKINeCLeMIplO ViEeSnl: on ie tee alee hacks nila a Aaole 2,842 81 
57 Dining car and restaurant helpers and attendants yin yah 1,158 | 78 
Hlioleepmercnad parlourican POTtEESs «lis. nes wen cere tae 858 84 
63 Signalmen or watchmen at crossings (non-interlocked)...... 608 81 ¥ 
Number of employes earning between $76 and $85 per month...]............J..........0-- 22,140 
Between $86 and $100— 
13 Helpers, Bridge and Building Department................. 184 $93 
GERRY pe neti ys HT ne Agi, A Miata oe Ae me ee Santen een es te, 388 97 
CTO DELS COMNECHANICS As 2.5, kaos lem arya ele Seen Plena 6, 259 94 
AAS COVETIMENM MYL Riki Ulta go ke OW Wr A are ee Spat envi 8 encase ip ie 1, 527 86 
54 Freight handlers and other station employees.............. 4,021 89 
DN loatineveq Mipment cmployeesin..  selste ee em. ce tee ee 527 |- 100 F 
Number of employes earning between $86 and $100 per month..]............]............ 12,906 
_ Between $101 and $110:— 
23 Telegraph and telephone linemen and groundmen.......... 136 $107 os 
Number of employes earning between $101 and 110 permonth..}.........5..J............ 1365aae 
Between $111 and $125— 
(CHET Sh SOME b, SAGRERIRR EON SPEAR Us, TR RR Rn RRR A Ra et oles SRR Pa SR a 13, 741 $119 
1QnGarpentersiand-pridgemen a. fais Wa whee enedee bo neous 1,906. 115 
12 Masons, bricklayers, plasterers and painters................ 272 116 
NOUISSetLOnurOEeMNen ly) eWeek po ae aA nen ny: eed Oy sy Ae og Ae enue, 5, 746 119 
BIMO ATA ME CODE Me de ha NK: ae UNGAR. ae AAR ed Rte ea Re 5,444 119 
BOUNEATEM EMH Giclee Ftp meta e: Le O OUR ane eld, VARIN ge. 10. eee 232 115 
43 Stationary engineers, firemen and oilers................... 795 113 
52 Signalmen (non-telegraphers) at interlockers.............. 270 113 
GOO rawiMGee ODCTA LOLS i.) 26 2M ahaa Abie, svi teen ashen biaee 2 88 115 
Gop wat Chien chanses Ct waa coub. Limos Uke Dinghy a ea mo ae ain te ee 330 120 mir 
Number of employees earning between $111 and $125 per month|............].........--- 28,824 
- Between $126 and $150— 
Bridge and building department foremen. 385 $141 
11 Blacksmiths, pipe fitters, plumbers, tinsmiths ‘and ‘pump 
HE MALE TIS ry MOM Lae AL AEN ee ORL Pa NED aera ee oo Heatn Sanl ese Ch 259 148 
15 Pile driver, ditching, hoist and steam shovel employees. ... 251 139 
24 Signal and interlocker maintainers and repairmen.......... 447 138 
bi Se ABH YCI asc OSG CRIN ay all AT PME Aah MANET Mepis Veteanet a an TAA eDea 1D ge 595 126 
DRM GILES NANKET Sr lee ie ee Mice Ad Uti ott de ohare ane La eee 1,159 129 
OM aerator iG venous bday, Aeteu A Men Wea BUM he ahs dee hac Sha cat al Me AS Quoee 129 
ON Carta On Oye haleae Maite de cig Laat taht eee = None ee ec er a eta 496 129 
So MEMOCERICA WON KeTsy Mu) thrid Nkiy UN REO he) ter RENE Ueiet Rieete 790 131 
BERN COIMISTS Watts tele Tm Se Rien Rec 2 0i coe Ua CNEL AR ge er ace NS 3,798 128 
SOMNLOWIC ESP LS Catt banat C ee tet ieee us SL gina Aet Rae crate eee 93 126 
36 Pipe fitters and sheet metal workers..............2......:: 1,065 128 


4p 4Constablesiandmpolicemenicnit-. ose seer ean eee Gee 586 134 
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Taste No. 3 


AVERAGE MONTHLY EARNINGS OF EMPLOYEES ON CANADIAN RAILWAYS 
FOR YEAR 1937, ARRANGED IN SPECIFIED GROUPS—Concluded 


‘ Average Average 
Reporting Division number of | monthly Total 


employees | earnings number 


- Between $126 and $150—Continued a 
51 Station agents—Telegraphers and. telephoners. fase eee 5,045 $145 
Dae HOreImenenirelrM th SECS se cee at feels secs od uke Watcha clebve phone 380 132 
56 Dining car and restaurant inspectors, conductors and 
SUNGANAETAGISS, bclefeybbtcho ls a eit Ole UCRARIG TELA EER IER KOTn Hae nr eee ee 231 143 
60 Sleeping and parlour car inspectors and conductors......... 156 148 
CO) LE MOSES 3, 0g), Ae [a JET eu See a oe A 388 139 
70 Road Freight brakemen and flagmen...................... 3,926 150 
fe ancapra komen and Melpers deceive § sink c snvoone eles rate etd a 2,330 145 
(op Mardetiremencandsltel persis c.<15 02s ae se gle acta elas deltvcto.« 1,047 142 
Number of employees earning between $126 and $150 per month]............}............ 25,749 
_ Between $151 and $200— 
> Assistant engineers and draftsmen.......... 0.00. ecessccaee 510 $172 
17 Extra gang and snow plough foremen..................-.55 188 170 
SMS ATT etOTOIUNC TI MeVeN i ets sive cls kes os. kiere. cardial: apaievelsnooceraerinerare 21 198 
DU OVCIMON-WANGHACI Ma eet ALG iss os) « acaidhe afoltiag ddion awe ae 67 166 
POEDepartinentcand PaneOremven vac... .. sedis b..,atdars ahecinieata 2,081 191 
44 Inspectors and sergeants of police.................00 eee e eee 131 176 
AGES DOL KCQDORS ne ewN meee Seroe LCE ical. cs cic, auts aieate urns She ero 140 161 
49 Supervisory agents and assistants.............0.0.ee cece ees 568 173 
_ 69 Road passenger brakemen, baggagemen and flagmen....... 1, 539 157 
(ie ard conductorsand yard foremen: .. 3). ..6..8.. 40 eee ee 1, 035 174 
75 Yard engineers and motormen.. A St ies RNs Ae eae ok 972 197 
x 77 Road freight firemen and helpers Ae Ta aN AR TR sete to des oc) Ae 2,365 165 
~ Number of employees earning between $151 and) $200 spenimonthine: Hhvya aia see set tne eee 9,617 
ven $201 and $250— 
5 AOtnommisce lancOusiOftelals) 9. Ace Ta. caw se clbis pa bless 4 1,359 $210 
Fy 48 Train despatchers and traffic supervisors................... 435 248 
i OAMVALCIM Asters ANG ASSISUAMUS 4.2 ,.c:cctos..- . cisiee vee stolen oo 303 240 
MO LOAaG passenger CONGUCLOLS. a... cee eee ene es aes 682 223 
F Beer ACn rome CONGUCTOTE.) (Pe. 5 . «22 dais ee Phe edhe gees fee es 1,703 217 
* 74 Road freight engineers and motormen...............2.2++5. 2,172 237 
| ae 76 Road passenger ‘firemen and helpers. ; 838 202 
| § Number of employees earning between $201 and $250 per months. |ehie tae dae Deke Pea 7,492 
fa Over $250— 
lee 1 Executives, general officers and assistants................0.. 617 $514 
S ae DIN ODEO COLA terre eric ec Sue o tne canine moans taal 920 280 
Meee zo Generalsforemen! ity. tcc. altace fb fe echt Mee eee age othe 45 255 
iz 73 Road passenger engineers ghee lsimeonnonnmalssleyaerhy gous bd ecto eclo ¢ 866 267 
e MomberoL employees earning over $250 per month...........50 ce) cece cng eye ious ees 2,448 
PROuAleMINY DEMOLEM PlOVESS-.. cc c/-kc cate ys Aoowe ge teeth eller saenie i atra ate eee eee 121, 541 
Source: Statistics or SrHaM Raitbways or Canapa, 1937 (‘‘Employees and Salaries and Wages’’). 
a Note:—Above figures represent all classes, excluding ‘“Wixpress Department’’, ‘‘Radio Department’’ 
a “Employees engaged in Outside Operations”. 
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Hatt 
TABLE No. 


RECAPITULATION OF EMPLOYEES IN OCCUPATIONS AVERAGING LESS THAN 
SPECIFIED MONTHLY AMOUNTS ON CANADIAN RAILWAYS FOR THE YEAR 1937 


Accumulate 
Number of | Per Cent |— 


Groups. Employees| of Total | Number of] Per Cent — 
Employees| of Total 
Employees earning less than $60 per month.......... 6, 670 5-5 
Employees earning between $60 and $65 per month..... 962 0-8 7,632 
’ Employees earning between $66 and $75 per month... 4,597 3-8 12,229 
Employees earning between $76 and $85 per month... 22,140 18-2 34, 369 
Employees earning between $86 and $100 per month .. 12, 906 10-6 47,275 
Employees earning between $101 and $110 per month. 136 0-1 47,411 
Employees earning between $111 and $125 per month.. 28,824 23-7 76, 235 
Employees earning between $126 and $150 per month. . 25,749 21-2 101, 984 
Employees earning between $151 and $200 per month. 9,617 7-9 111, 601 
Employees earning between $201 and $250 per month. 7,492 6-2 119,093 
Employees earning over $250 per month.............. 2,448 2-0 121, 541 
va Bo ee URE Sy ee eae REN ULP AERA ENR A Kus AeA CES 121, 541 100-0 


Source: Statistics or Srsam Ratwways or Canapa, 1937. (‘‘Employees and Salaries and Wages.’’) 


Nore: Figures represent all classes, excluding ‘Express Department,’’ ‘‘Radio Department’’ and 
“Employees Engaged in Outside Operations.”’ 


opt ele ieee le aa IR fees han 
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’ 


Tasit No. 5 


f AL MILEAGE OF TRACK OPERATED BY CANADIAN RAILWAYS AND NUMBER 
OF EMPLOYEES, NUMBER OF HOURS WORKED, AND TOTAL COMPENSATION 
OF EMPLOYEES PER MILE OF TRACK OPERATED FOR SPECIFIED YEARS 


Total Mileage Employees per Hours Worked Total Compensation 
All Tracks Mile of Track Per Mile of Per Mile of 

@ Operated Operated* Track Operated* Track Operated* 
ear $A] 

: Index Index Index Index 

Mileage Nos. Number Nos. Number Nos. Amount Nos. 
1920=100 1920=100 1920=100 1920= 100 
$ 

51,005 100-0 3°44 100-0 8, 643 100-0 5,497 100-0 
51,576 101-1 3-0, 88-7 7,134 82-5 4,601 83-7 
51,860 101-7 83-01 87-5 7,275 84-2 4,319 78-6 
51,936 101-8 3-20 93-0 7,901 91-4 4,629 84-2 
52, 692 103-3 3°02 87-8 7,336 84-9 4,315 78-5 
54, 100 106-1 2-85 82-8 7,029 81-3 4,148 75:5 
54,279 106-4 2-99 86-9 7,520 87-0 4,425 80-5 
54,717 107-3 3°01 87-5 7,650 88-5 4,639 84-4 
55, 455 108-7 3:12 90-7 7,949 92-0 4,871 88-6 
55, 813 109-4 83-07 89-2 7,791 90-1 4,846 88-2 
56, 585 110-9 2-80 81-4 6,888 79-7 4,403 80-1 
+ le Ae Bee 56, 851 111-5 2-46 (ANOS YS TiSiTE 66-4 3,724 67-7 
obo RB Boe 57,004 111-8 2-11 61-3 4,765 55-1 2,921 53-1 
56, 679 j11-1 1-96 57-0 4,383 50-7 2,570 46-8 
oA Eee 56, 519 110-8 2-05 59-6 4,700 54-4 2,668 48-5 
ou Uae ae BYE algal 112-1 2-03 59-0 4,685 54-2 2,799 50-9 
56, 692 111-1 2-14 62-2 5,006 57-9 2,988 |~ 54-4 
~ Sold See 56, 835 111-4 2-14 62-2 5,076 58-7 3,151 57:3 


; Source; ea or STEAM RAILWAYS OF CANADA for 1920-1937, including (‘‘Mileage operated in 
Provinces’ 


_ *Based on Grand Totals, excluding ‘‘Express Dept.’’, ‘‘Radio Dept.’’ and ‘‘Employes Engaged in 
Jutside Operations’’. (See Table Lye 


Tass No. 6 


VENUE AND NON-REVENUE FREIGHT TON MILES PER EMPLOYEE, PER HOUR 
OF SERVICE AND PER DOLLAR OF COMPENSATION—CANADIAN RAILWAYS 
FOR SPECIFIED YEARS 


Revenue and Non- 


Revenue Freight Ton Revenue and Non-Revenue Freight Ton Miles per* 
Miles 
oo Ind Ind Ind Doll Ind 
: ndex ndex ndex ollars ndex 

one Numbers} Employee omens eect Numbers} of Com- | Numbers 
(000) | 1923 =100 923=100| SFY | 1923=100 | pensation | 1923=100 

% % % To % % 
MRT. Sie 38, 448, 798 100-0 231, 654 100-0 93-7 100-0 159-9 100-0 
eee lot, LOO RETO 88-7 214,297 92-5 88-2 94-1 150-0 93-8 
Boas ACs 35, 584,419 92-6 231,011 99-7 93-6 99-9 158-6 99-2 
Bache. disc 38, 300, 645 99-6 235, 808 101-8 93-8 100-1 159-5 99-7 
39, 284,750 102-2 238, 564 103-0 93-9 100-2 154°8 96-8 
Meet. 05% 46,363,755 120-6 268, 082 115-7 105-2 112-3 171-7 107-4 
39,790,501 103-5 232, 264 100-3 91-5 97-7 147-1 92-0 
Soe MBH 30, 209, 010 86-5 209, 826 90-6 85°3 91-0 133-5 83-5 
Wess idtsoe 28,579, 264 74-3 204,176 88-1 87-6 93-5 135-0 84-4 
ad 6 arta 25,453,172 66-2 212,064 91-5 93-7 100-0 152-8 95-6 
BS Xe alse: 23,426,151 60-9 211,305 91-2 94-3 100-6 160-9 100-6 
Beer fanst.|) 20, LOO VOLO 68-0 225, 342 97-3 98-5 105-1 173-4 108-4 
f 27,158, 371 70-6 233, 582 100-8 101-4 108-2 169-7 106-1 
ht ik 29,557,779 76-9 243, 380 105-1 104-1 111-1 174-5 109-1 
30,108, 156 78 +3 247,679 106-9 104-3 111-3 168-1 105-1 


‘ource: Svavistics or SrsAM RAILWAYS or CanaDA. “Operating Statistics’ (p. 22, Item 57 of 1937 
t). 


sed on Grand Totals excluding Express Department, Radio Department and Employees Engaged 
ide Operations. (See Table No. 1.) 
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ae No. 7 

‘ 

REVENUE FREIGHT TON MILES PER EMPLOYEE, PER HOUR OF SERVICE, AND PER. 
DOLLAR OF COMPENSATION, CANADIAN RAILW. (YS FOR SPECIFIED YEARS A 


Revenue Freight 


‘Ton Miles Revenue Freight Ton Miles per* : 
Year Ton Tae Tages Hie paces Doiters tades ; 
Miles 1990 — Employee 1920 — of. 1920— of Com- 1920 
(000) 100-0 100-0 Service 100-0 | Pensation| “s99.9 
1920. v.3.0.5... 1531, 894, 411 100-0 181,525 100-0 72-3 100-0 113-8 100-0 
OA een | 26024001 83-5 169, 257 93-2 72-3 100-0. 112-2 , 98-65 
D2 oa Min MBO 300, O00 95-2 194, 664 107-2 80-5 111-3 135-6 119-2 
NG Pe Pern Ley den 34, 067, 659 106-8 205, 258 113-1 83-0 114-8 141-7 124-5 
1924 eee | o0, 010, L9 95-7 191,758 105-6 78-9 109-1 134-2 117-9 
OD Dhoni Elli Ol; 005.205 100-2 207,515 114-3 84-1 116-3 142-5 125-2 
1926... 65.4...) 34, 153,466 107-1 210,275 115-8 83-7 115-8 142-2 125-0 | 
WOOD at ay Beets 34, 901, 653 109-4 211,946 116-8 83-4 115-4 137-5 120-8 | 
1928...........| 41, 610, 661 130-5 240, 599 132-5 94-4 130-6 154-1 135-4 
NOD Oi aye k ian. 35, 025, 895 109-8 204, 452 112-6 80-5 111-3 _ 129-5 113-8 
1930...........] 29,604, 545 92-8 186, 768 102-9 76-0 105-1 118-8 104-4 
LOST. ee RM AaOL OL iodo 80-6 183, 658 101-2 78-8 109-0 121-4 106:7— 
TOS eM tune pe | 20% OO 060 72-5 192, 764 106-2 85-2 117°8 138-9 122-1) 
LOSS ke cals ends} 002. DOF. 66-1 190, 256 104-8 84-9 117-4 144-8 127-2 
MOBS Are sya] 2d, 020, 40L 73°1 200, 907 110-7 87-8 121-4 154-6 135-9 
HOS OMe viens ye 24, 235, 167 76-0 208, 440 114-8 90-5 125-2 151-5 133-1 
1986...........1 26,414, 114 82-8 217,495 119-8 93-1 128-8 155-9 137-0 
LOS%e0 6 J.) 42.) 26,926, 054 84-4 221,589 122-0 93°3 129-0 150°3 132-1 


4 Source.—Sratistics or STEAM Rat~ways or CanapA—‘‘Operating Statistics’? (p. 22, Item 50, 1937 
eport). F 

* Based on ‘‘Grand Totals,’’ excluding Express Department, Radio Department and Employees | 
Engaged in Outside Operations (See Table No. 1). 


Taste No. 8 | 


TOTAL OPERATING REVENUE FOR RAIL LINE ONLY PER EMPLOYEE PER 
HOUR OF SERVICE AND PER DOLLAR OF COMPENSATION ON 
CANADIAN RAILWAYS FOR SPECIFIED YEARS 


Operating Revenue Total Operating Revenue Per 


Rail Line : 
aoe Index N Index No.| H f |Index No.| Dollar of | Index No. | 
naex Oe * naex oO. our O naex oO. ollar O naex oO. | 
Amount — | 4999—109| Employee* | 1999-1001 Service* | 1920=100 Comps’n* | 1920=100 
$ $ $ $ 7 
10.) amas 474,965, 656 100-0 2,703 100-0 1-08 100-0 1-69 100-0. 
19) he 442, 268, 312 93-1 2,812 104-0 1-20 111-1 1-86 110-1) 
1929 ies oy, 425,821,860 89-7 2,730 101-0 1-13 104-6 1-90 112-4) 
HOR Wa Ac 459, 699, 430 96-8 2,770 102-5 1-12 103+7 1-91 113-0) 
eS: a ae 428, 665,736 90-3 2,694 99-7 Castel 102-8 1-89 111-8 
CD a ae 440, 275, 983 92-7 2,858 105-7 1-16 107-4 1-96 116-0 
cA se 477, 888, 428 100-6 2,942 108-8 117 108-3 1-99 117-8 
BD oy. piles: 483, 041, 680 101-7 2,933 108-5 1-15 106-5 1-90 112-4 
MORRIE 540,815,423 113-9 3,127 115-7 1-23 113-9 2-00 118-3 
TOBE (0s. 509, 962, 339 107-4 2,977 110-1 1-17. 108-3 1-89 11755) 
POSR Pan 430, 449, 076 90-6 2,716 100-5 1-10 101-9 1-78 102-4 
HOSP AT i 3% 340, 490, 669 TAn7 2, 133 90-0 1-04 96-3 1-61 95-3 
Te Ma nk Sata 280, 227,098 59-0 2,335 83-3 1-03 95-4 1-68 99-4 
CSE tons 257,801,856 54-3 2,325 86-0 1-04 96-2 1-70 100-6 
TODAYS u)! 287, 635,796 60-6 2,478 91-7 1-08 100-0 1-91 113. 
FOSRE et 296, 420, 005 62-4 3,549 94-3 1-11 102-8 1-85 109: 
ARGH el Ae 318,979,811 67-2 2, 626 97-2 1-13 104-6 1-88 111-2} 
HOB 11) b 337, 872, 263 (pen 2,780 102-8 t-d7 108-3 1-89 111-8 


Source: Sratistics or Steam Rartways or CanapA, ‘‘Gross Harnings’’ (p. 18, Item 16 of 1937 Report). 


*Based on Grand Totals excluding ‘‘Express Dept.”’, ‘‘Radio Dept.’ and ‘‘Employees Engaged it) 
Outside Operations’. (See Table No. 1.) i 
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TaBieE No. 9 


POTAL OPERATING REVENUE PER EMPLOYEE PER HOUR OF SERVICE AND PER 
ee OLLAR OF COMPENSATION ON CANADIAN RAILWAYS FOR SPECIFIED YEARS 


Sth ‘ 
{ tt Revains Total Operating Revenue Per 
m Year 
Index No. » |Index No.} Honr of |Index No. Dollar of Index No. 
Amount — | 1999 =100 | E™Ployee* |"1999 ~100| Service* | 1920 =100 cance 1920 =100 
$ $ $ $ 
~ a eee 492,101, 104 100-0 2,801 100-0 1.12 100-0 1.76 ‘100-0 
Aaa 458,008, 891 93-1 2,912 104-0 1.24 110-7 1.93 109-7 
Berita tis; 440, 687,128 89-6 2,825 100-9 nla ty 104-5 |, EOF 119-1 
Be Oe, 478, 338, 047 97-2 2, 882 102-9 ale tys 104-5 1.99 113-1 
pee 445, 923,877 90-6 2,802 100-0 eal 102-7 1.96 111-4 
3 See 455, 297, 288 92-5 2,956 105-5 1.20 107-1 2.03 115-3 
eee 493, 599,754 100-3 3,039 108-5 eat 108-0 2.06 117-0 
> Coe 499, 064, 207 101-4 3,031 108-2 LeL9 106-3 1.97 111-9 
563, 732, 260 114-6 3, 260 116-4 1.28 114-3 2.09 118-8 
Bee caie o's 534, 106, 045 108-5 3,118 111-3 1.23 109-8 1.97 111-9 
Ae ae 454, 231, 650 92-3 2,866 102-3 Sly Lie 104-5 1.82 103-4 
1 i 358, 549, 382 72-9 2,562 91-5 1410) 98-2 1.69 96-0 
ee 293,390,415 59-6 2,444 87-3 1.08 96-4 Pet6 100-0 
‘. eGHSee 270,278,276 54-9 2,438 87-0 1.09 97-3 1.86 105-7 
300, 837, 816 61-3 2,592 92-5 els 100-9 1.99 113-1 
| eee 310, 107, 155 63-0 2,667 95-2 1.16 103-6 1.94 110-2 
_ ORAS 334, 768, 557 68-0 2 756 98-4 1.18 105-4 1.98 112-5 
ee 355, 103,271 72-2 2,922 104-3 1.23 109-8 1.98 112-5 


“Gross Earnings’’ (p. 18, Item 41 of 1937 Report). 
“Radio Dept.’’ and ‘‘Employees Engaged in 


_ Source: STATIstTics or STEAM RAILWAYS OF CANADA, 


a * Based on Grand Totals pre ing i: ‘Express Dept.’’, 
Outside Operations.’’ (See Table No. 1). 


a 
‘= 


q Taste No. 10 


NET OPERATING REVENUE PER EMPLOYEE, PER HOUR OF SERVICE AND PER 
DOLLAR OF COMPENSATION ON CANADIAN RAILWAYS FOR SPECIFIED YEARS 


Net Operating Revenue Net Operating Revenue Per* 


Dollar of 
Index No. Index No.} Hours of |Index No. Index No. 
Amount |'1929=100| Employee 1929-100] Service | 1920=100/ CO™PeR- | 1999 = 100 

$ $ g § 

13, 852, 950 100-0 78.80 100-0 031 100-0 049 100-0 
35.427.686 | 255-7 225 20 285-8 096 | 309-7 149 304-1 
46,759,722 | 337-5 299.70 | 380-3 "1241 400-0 "909 426-5 
ie 64.475,299 | 465-4 388.50 | 493-0 Sp 506-5 268 546-9 
ae 63,439,969 | 458-0 398.70 | 506-0 1641 529-0 979 569-4 
83,147,632 | 600-2 539.80 | 685-0 "919 | 706-5 371 757-1 
104/096, 301 751-4 640.90 | 813-3 955 | 822-6 “433 883-7 
92'417.927 | 659-9 555.20| 704-6 "918 | 703-2 "360 734-7 
ee: 121'030/990 | 873-7 699.80 | 888-1 075 | 887-1 “448 914-3 
101,028'932 | 729-3 589.70 | 748-4 932 | 748-3 373 761-2 
73,508,238 | 530-6 463.70 | 588-5 139 | 609-7 995 602-0 
37'593.794 | 270-9 268.10 | 340-2 "115 | 371-0 ‘477 361-2 
36,722'040 | 265-1 306.00 | 388-3 135 | 435-5 ‘991 451-0 
ee 37/145, 168 268-1 335.10 | 425-3 150] 483-9 “955 520-4 
Bie! 48" 838, 149 352-5 490.70 | 533-9 g4 | 59855 "304 661-2 
46,164,256 | 333-2 397.00 | 503-8 172 | 554-8 "989 589-8 
my 51,422,589 | 371-9 493.40 | 537-3 181 583-9 304 620-4 
54,450,723 | 393-1 448.00 | 568-5 "189 | 609-7 "304 620-4 


ort). 


Jutside Operations.” 


ource: Statistics or STEAM RAILWAYS OF CANADA. 


“Operating Statistics’ (p. 24, Item 104 of 1937 


* Based on Grand Totals excluding ‘‘Express Dept.”, ‘‘Radio Dept.”’ and “‘Employees Engaged in 
(See Table No. 1). 


" 
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REVENUE FREIGHT TON MILES PER DOLLAR OF TOTAL OPERATING EXPENSE on 
CANADIAN RAILWAYS FOR SPECIFIED YEARS 


Operating Expense Miles per Dollar of 


% 
Revenue Freight Ton 3 
Operating Expense : 


Year Index Index 
Amount Number Amount Number | 
1920=100 1920=100 © 
$ | ’ 
Det ped ocean ate alt tal taser JS Neg te EL ush SN irate 478,248, 154 100-0 66-7 100-0 
7 Un RRS AY OSE ASO Otte MAC SAUL MURR IE SR 422,581, 205 88-4 63-0 94-5 
1 AUP AY PAO UGE SPST AA TDAP UTR TORR SE) 398, 927,406 82-4 77-1 115-6 
POD SH Pei tenet anced iotbed GC ML Lat GR i | ccna Rea 413,862,818 86-5 82-3 123-4 
MDA WVISULS Ese Mees UIT SAY Lapa fa, cg fe kegel MUO Liggett 382,483, 908 80-0 79-8 119-6 
“AS 2a) OR Hee PE RES A RRA RU CU as PERM An ad eb 372, 149, 656 77-8 85-9 128-8 
TOD ROAR Poe Oks RUG RII Ea RI MODS, TN 389, 503, 452 81-4 87-7 131-5. 
1G DARED CS ela A A eh RU RDU Np By os 407, 646, 280 85-2 85-6 128-3. 
MSS rahi a Wnts) le ee) oa) Sais area yan Vey ARO hl TL 442,701,270 92-6 94-0 140-9 
OM WN 7 RMON ale Al LICE He ei che VIRB li LN pa ed 433,077, 113 90-6 80-9 121-3 
IO SOEs nIPNN ecco Me etait Hegde! AMET EAN CL AU Lt cad) NOUR DN ia 380,723, 412 79-6 77-8 116-6 
1b) BATE LIN CTE SY ARAN oe A ALR Re IEG TU 321, 025, 588 67-1 80-1 120-1 
TSH PRN aR eING) AE net te AMR bleh SCD Gy St Rie ane PSR 256, 668, 375 53-7 90-1 135-1 
BOS cea te CAE A Neen CAE ORL NT MM AEC Ha 8 0 IR a 233, 133, 108 48-7 90-5 135-7. 
GS a erat Wri Meal tH aan ae ed NALS To glk era ia 251, 999, 667 O2au 92-5 138-7 
2 ADS fa ea UN MEAS eT LSS KR GO ETUC Ta 263, 942,899 55-2 91-8 137-6 
AOSON Os IAEA aR SSPE Lal a eRe, AU RSH Rat LE RTE DH 283, 345, 968 59-2 93-2 139-7 
DRE SAA NSE UA UE IE TRS AOC AUS VOR A a tT 300, 652, 548 62-9 89-6 134-3" 


Source: Sratistics or Steam Ramways or CANADA. Operating Expense from ‘‘Operating Statistics’ — 
(p. 24, Item 103 of 1937 Report). 


Revenue Freight Ton Miles from ‘‘Operating Statistics’ (p. 22, Item 50 of 1937 Report). 
Taste No. 12 


ry 


EARNINGS OF RAILWAY STOCKHOLDERS AND EMPLOYEES ON CANADIAN | 
RAILWAYS FOR SPECIFIED YEARS : 


Dividend Employees’ Total Cash Dividend 
Payments Compensation* Rate 


| 


Year Foam ee 
Index No. Index No.| Per | Index No. 
Amount 1920=100} Amount 1920=100} cent | 1920=100 | 
$ $ f 

LATE A/a BEAN oy Rah oe 29,942, 557 100-0 | 280,353,910 100-0 8-28 100-0 
LIED RS aa eval OS ea 30, 157,307 100-7 | 287,287,547 84-6 8-27 99-9 
OZR eM Via Rene venta a (nea a 30, 155, 207 100-7 | 223,998,597 79-9 8:27 99-9 
Dora baie ti pas 82 200s) Dba 30,356, 173 101-4 | 240,395,813 85-7 8-05 97-2 
TARAS PI Os SORE RU A 30,512,155 101-9 | 227,346,868 81-1 8-05 97-2 
HOOD EVM on Omi al, uishine Lira twat 30,409, 773 101-6 | 224,380,563 80-0 8-24 99-5 
ODO AS tr latet cine teal ary' ss Nees es ial 30,552,425 102-0 | 240,162,249 85-7 8-21 99-2 
MOAN leven tenes racett aca ths dlatate suse a) 30, 606, 574 102-2 | 253,805,373 90-5 8-22 99-3 
SSSR A a ae Ne a Rates VATE A aE 33,729, 273 112-6 | 270,102,559 96-3 8-15 98-4, 
MOBO pe Ry sian sh Vartan gst, # Wash ede! vs 35,087, 201 117-2 | 270,495,594 96-5 7:57 91-4 
DOA sie win slate eset) fata eit i 38, 890, 927 129-9 | 249,166,249 88-9 8-02 96-9. 
HORA Mem NODAME N Gal Merete Sela aie 27, 247,990 91:0 | 211,739,598 75:5, 5-65 68-2, 
HO SOON AL onlsae eS aniicl aur LNdeS **2,766, 198 9-2 | 166,528,418 59-4 0-00 00-0. 
MSRM seul sala alaimatests we rant OOR 00-1} 145,639, 649 51-9 0-00 00-0. 
ATT cabs a RS ue re ty DAN LIA Sa AN MB Sd 150, 808, 396 53°8 Data not 4 
LN Ea EA OO 5 Ae a a LER 108, 300 00-4 | 160,004,927 57-1 Available 
PROBUS SUN el Oe INST A SM 199, 624 00-7 | 169,415,709 60-4 
TAS A Ati MRCS) EE ad eA a 1,326, 336 4-4 | 179,110,674 63-9 


Source: Svavistics or Steam Raiwways or Canapa. ‘Income Account’’ (p. 16, Items 24 and oe 
1937 Report). 
Dividend Payments and Cash Dividend Rates from ‘‘Railway Capital’ (p. 16 in 1931 Report). hs 
*Represent Grand Totals excluding Express Dept., Radio Dept. and Employees Engaged in Outi 
Operations (p. 80 in 1931 Report). 
**No Dividends paid on Common Stock—No Cash Dividend Rate Given. 
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Taste No. 13 


INTEREST ON FUNDED AND UNFUNDED DEBT AND COMPENSATION OF EMPLOYEES 
ON STEAM RAILWAYS IN CANADA FOR SPECIFIED YEARS 


Compensation of 


Unfunded Debt Employees* 
Year a 
Amount Index No. Amount Index No. 
#620=100 1920=100 
$ $ 

UM ee ern tee eee tee ey 59,270,279 100-0 280,353,910 100-0 
EEL CaM MES Bi ate ie tN ce ek a a 74,749,828 126-1 237, 287,547 84-6 
op AI AGEL Oe BES OPN SET Sn Ene oie eA En 78,378, 361 132-2 223,998, 597 79-9 
Ae T a Ne 2a Rig) eee ee. 84, 443, 602 142-5 240,395, 813 85-7 
oes aS Oat et eho SR oe 89, 760, 514 151-4 227,346, 868 81-1 
JOR RE LOO Kia eh hae a ane 91,021,514 153-6 224, 380, 563 80-0 
SERIE CiGsch ant Sek aIae OTE ellie Hau ee ee 90,415,279 152-5 240,162,249 85-7 
ETE ara Ate eG aI Se Rb 93,365, 582 157-5 253,805,373 90-5 
2 Se hae lg ek Ua EON Ine tk er 96, 332,027 162-5 270,102,559 96-3 
itt RUE SAB 5 ts allee ree ee lect Pes ae 101,103,644 170-6 270,495, 594 96-5 
Nee aN seer EMCO ARNE A YH! Be ile 1 Sy 108, 936, 797 183-8 249, 166, 249 88-9 
ol a ys Bako te. lage Sn Se Eos Pech ERS ae en 112,732,203 190-2 211,739,598 75-5 
Lota has Sas Be OHI Gn Ca oe RCo Heke me oa 117, 718, 043 198-6 166, 528,418 59-4 
eee, Hein Rad Meee vata tee Se ea 118, 844,920 200-5 145, 639, 649 51-9 
Re ee ae DRE ELT Rydon Aah ebett 118,913,985 200-6 150, 800,396 53-8 
GS SAE Od Aly eas Mees Cn Ata Manan en Bet Ne 116,789, 750 197-0 160, 004, 927 57-1 
«Ct RGA AG EO IE eRe TA ae ie att at an 112,204,371 189-3 169, 415, 709 60-4 
77,819, 294(a) 131-3 179, 110, 674 63-9 


Source: Statistics or StkAM Ramways or CanapDa. ‘“‘Income Account” (p. 16, Item 19 of 1937 Report). 
ha *Based on ‘‘Grand Totals’’ excluding Explore Department, Radio Department and Employees 
Engaged in Outside Operations (See Table No. 1). 
Bs _ (a) Affected by Canadian National ener Capital Revision Act, 1937. 
ol 


TasiEe No. 14 


PORTION OF TOTAL OPERATING REVENUES REQUIRED TO PAY TOTAL EMPLOYEES’ 
COMPENSATION ON CANADIAN RAILWAYS FOR SPECIFIED YEARS 


: Per cent of 
Total 


Total Revenue Required 
Operating Employees to Pay 
Revenue Compensation* Employee 
Year Compensation 
Index Index Per- Index 
Amount Nos. Amount Nos. centage 1920 = 
1920=100 1920=100 Nos. 100 
$ $ 

~ BESOIN ha ect ei 492,101, 104 100-0 280, 353,910 100-0 57-0 100-0 
458,008, 891 93-1 237, 287, 547 84-6 51-8 90-9 
440, 687,128 89-6 223, 998, 597 79-9 50:8 89-1 
478, 338, 047 97-2 240,395, 813 85-7 50-3 88-2 
MR as UR Sys ess 445 , 923,877 90-6 227, 346, 868 81-1 51-0 89-5 
455, 297, 288 92-5 224, 380, 563 80-0 49-3 86-5 
Meth tos becter shctet = 493, 599, 754 100-3 240, 162, 249 85-7 48-7 85-4 
Been at aise eine 499,064,207 |’ 101-4 253, 805, 373 90-5 50-9 89-3 
563, 732, 260 114-6 270, 102, 559 96-3 47-9 84-0 
534, 106, 045 108-5 270, 495, 594 96-5 50-6 88-8 
See ROR ES See 454, 231, 650 92-3 249, 166, 249 88-9 54-9 96°3 
Sao ee See 358, 549, 382 72-9 211,739, 598 75-5 59-1 103-7 
ch Sea aaa EN 293,390,415 59-6 166,528,418 59-4 56:8 99-6 
ARIE Rte SOP ee 270,278, 276 54-9 145, 639, 649 51-9 53-9 94-6 
ae eee Brains eh 300, 837,816 60:5 150, 808, 396 53-8 50-1 87-9 
: 310,107,155 63-0 160, 004, 927 57-1 51-6 90-5 
334, 768, 557 68-0 169,415, 709 60-4 50-6 88-8 
72-2 179, 110, 674 63-9 50-4 88-4 


355, 103, 271 


Source: Sratistics or Steam Rarways or CANADA. ‘‘Income Account”’ (p. 16, Item 1 of 1937 Report). 
_ *Based on Grand Total, excluding Express Dept., Radio Dept., and Employees engaged in Outside 
pe rations (See Table No. 1). 
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Operating Revenues— 


OF OPERATING REVENUES 


Taste No. 15 


FROM RAIL LINE REQUIRED TO PA : 
EMPLOYEES’ COMPENSATION ON CANADIAN RAILWAYS FOR SPECIFIED YEARS ~ 


Percentage of Revenue * 
Employees’ Compensation* |Required to Pay Em- ¥ 


Rail Line 
ployees’ Compensation 
Year 
Index Index ' Index 
Amount No. Amount No. Per Cent. No. 
1920 =100 1920 =100 1920 =100 

1920. $474, 965, 656 100-0 $280, 353, 910 100-0 59-0 100-0 
1 ROA i ein Site 449, 268,312 93-1 237 , 287, 547 84-6 53-7 91-0 
ODO Re: Ane oat Y 425,821, 860 89-7 223,998, 597 79-9 52-6 89- 2 
19238. 459, 699, 430 96-8 240, 395, 813 85-7 52-3 : 
1924. 428, 665, 736 90-3 227, 346, 868 81-1 53-0 
POD emu Re De mes FC 440, 275, 983 92-7 224, 380, 563 80-0 51-0 
HOD. G pts  em Ueig tel 477, 888, 428 100-6 240, 162, 249 85-7 50-3 
Re apd ME Me te ee OU 483, 041, 680 101-7 253, 805,373 90-5 52-5 
1928, 640, 815, 423 113-9 270, 102,559 96-3 49-9 
TSU aR PMN es gc 509, 962,339 107-4 270,495, 594 96-5 53-0 
OBO Rey Seu tyeN eo A 430,449, 076 90-6 249, 166, 249 88-9 57-9 
GS [eae | Ore a, deel atu 340,490, 669 71-7 211, 739,598 75-5 62-2 
TOS De cr erent 280, 227, 098 59-0 166, 528, 418 59-4 59-4 
ROB Sts ect gata ae Na 270, 278,276 56-9 145, 639, 649 51-9 53-9 
Oy Sea ae Comet SANK le tay 287, 635, 796 60-6 150, 808, 396 53-8 52-4 
1935. 296, 420,005 62-4 160, 004, 927 57-1 54-0 
TOSOR Va gece Une esis 318,979,811 67-2 169,415,709 60-4 53-1 
PAE Bape Ace aed oe 337, 872, 263 71-1 179, 110, 674 63-9 53-0 


Source:—SrTatistics or STEAM RAILWAYS OF CANADA. 


Report). 


“Gross Earnings’’ (page 18, Item 16 of 1937 | 


* Based on total employees’ compensation, excluding that of eee Department, Radio Department 
and Employees Engaged in Outside Operations. (See Table No. F 


Taste No. 16 


PERCENTAGE OF TOTAL OPERATING REVENUE REQUIRED TO PAY INTEREST ON 
CANADIAN RAILWAYS FOR SPECIFIED YEARS | 


_| Percentage of Operating 
Revenue Required to | 
pay Interest ; 


Interest on Funded and 


Total Operating Revenue Unfanded Debi 


Year 
Index Index Index 
Amount No. Amount No. Per cent No. 
1920=100 1920=100 1920=100 | 
$ $ 

1920. 492,101,104 59,270,289 100-0 12-0 
MOA eae A ELAM Sa 458,008,891 74,749,828 126-1 16-3 
POO eile ani euetyabesik 440,687, 128 78,378,361 132-2 17-8 
Oda tei eR a aes Baers es 478 338, 047 84, 443 , 602 142-5 17-7 
INSTA BNNs sabe ate OR 445,923,877 89,760,514 151-4 20-1 
RST Si pies eae Cea 455, 297, 288 91,021,514 153-6 | 20-0 
HDD Bie rae: Let Apa 498,599, 754 90,415,279 152-5 18-3 
147 ha ps CUE Oi 499, 064, 207 93,365, 582 157-5 18-7 
ROS hat ea ee ea a 563,732,260 96,332,027 162-5 17-1 
TE RDAC® PS Nuned ay fae 534,106, 045 101,103,644 170-6 18-9 
TOBO Wie oak, ot 454,231,650 108, 936, 797 183-8 24-0 
OB SeN ats over aly 358, 549, 382 112, 732,208 190-2 | 31-4 
1932 298,390,415 117,718,048 198-6 40-1 
1933. 270,278, 276 118,844, 920 200-5 44.0 
ANSE U AI a aaa 300,837,816 118,913, 985 200-6 39-5 
TOS ewan rulers Hes 310,107,155 116,789,750 197-0 37-7 
AOS Oaerlnt toe se ete: 334, 768, 557 112,204,371 189-3 83-5 
NO SIigaan sree eee Y 255,103,271 (a) 77,819,294 131-3 21-9 

Source: Svatistics or SreaAM Ratuways or CanapDa. Total Operating Revenues from ‘‘Incom 


Account”’ (p. 16, Item 1 of 1937 Report). 


(a) Affected by Canadian National Railways Capital Revision Act, 1937, 


Interest on Funded and Unfunded Debt from ‘‘Income Account” (p. 16, Item 19 of 1937 Report). - 
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@ ’ Taste No. 17 


ERCENTAGE OF OPERATING REVENUE FROM RAIL LINE USED TO PAY INTEREST 
ON CANADIAN RAILWAYS FOR SPECIFIED YEARS 


Operating Revenue Interest on Funded and Per cent of Rev. 


Rail Line Unfunded Debts Req’d to Pay Int. 
Year 
Index No. , Index No. Index No. 
ice 1920-100 | Amount «! i999—109 | Percent | 1939=100 
$ $ 

474, 965, 656 100-0 59,270, 289 100-0 12-5 100-0 
442, 268, 312 93-1 74, 749, 828 126-1 16-9 135-2 
425,821,860 89-7 78,378,351 TLS22 18-4 147-2 
459, 699, 430 96-8 84, 443, 602 142-5 18-4 147-2 
428, 665, 736 90-3 89,760, 514 151-4 20-9 167-2 
SAREE Oe 440, 275, 983 92-7 91,021,514 153-6 20-8 166-4 
477, 888, 428 100-6 90,415,279 152-5 18-9 151-2 
We yi ices fore. 483, 041, 680 101-7 93,365, 582 157-5 19-2 153-6 
540, 815, 423 113-9 96, 332,027 162-5 17-8 142-4 
509, 962,339 107-4 101, 103, 644 170-6 20-0 160-0 
430,449, 076 90-6 108, 936,797 || 183-8 25-3 202-4 
340, 490, 669 71-7 112, 732,203 190-2 33-1 264°8 
Bee citi h ee os Ses 280, 227,098 59-0 117,718,043 198-6 42-0 336-0 
CoRR An eee 270,278,276 56-9 118, 844, 920 200-5 44-0 352-0 
oh 287,635, 796 60-6 118,913,986 200-6 41-3 330-4 
EMER Ne palsead take 296, 420, 005 62-4 116,789,750 197-0 29-4 315-2 
318,979,811 67-2 112,204, 371 189-3 35-2 281-6 
337,872, 263 71-1 |(a) 77,819,294 131-3 23-0 184-0 


Source: Sratistics or Steam Rainways or CanapDa. 
gs’’ (p. 18, Item 16 of 1937 Report). 

Interest on Funded and Unfunded Debt from ‘‘Income Account”’ (p. 16, Item 19 of 1937 Report). 
(a) Affected by Canadian National Railways Capital Revision Act, 1937. 


Operating Revenue Rail Line from ‘‘Gross Earn- 


Taste No. 18 


Wages’’). 


RAILWAYS FOR SPECIFIED YEARS 


Interest on Funded and 


RATIO OF INTEREST PAYMENTS TO EMPLOYEE COMPENSATION ON CANADIAN 


Employees’ Compen- 


and Employees Engaged in Outside Operations. 


af a) Affected by Canadian National Railways Capital Revision Act, 1937. 


Source: Statistics or SrpaM RAILWAYS OF CANADA. 


Employees’ Compensation* Unfunded Debt sation per Dollar of 
BViarars Interest Payment 
Index No. Index No. Index No. 
pecune 1920=100 Amount 1920=100 | Amount | i999—100 
$ % $ q $ % 

5 LO Ca EN Ae cee 280,353,910 100-0 59, 270, 289 100-0 4.73 100-0 
237,287, 547 84-6 74, 749, 828 126-1 38-17 67-0 
223,998,597 79-9 78,378, 361 132-2 2:86 60-5 
240, 395, 813 85-7 84, 443, 602 142-5 2-85 60-3 
227,346, 868 81-1 89, 760, 514 151-4 2-53 53-5. 
224, 380, 563 80-0 91,021,514 153-6 2-47 52-2 
240, 162, 249 85-7 90,415, 279 152-5 2-66 56-2 
253,805,373 90-5 93, 365, 582 157-5 2-72 57-5 
270,102, 559 96-3 96, 332,027 162-5 2-80 59-2 
270,495, 594 96-5 101, 103, 644 170-6 2-60 56-7 
249,166, 249 88-9 108, 936, 797 183-8 2-29 48-4 
211,739, 598 75-5 112, 732, 203 190-2 1-88 39-7 
166, 528,418 59-4 117, 718, 043 198-6 1-41 29-8 
145, 639, 649 51-9 118, 844, 920 200-5 1-23 26-0 
150, 808, 396 53-8 118, 913, 986 200-6 1-27 26-8 
160, 004, 927 57-1 116, 789, 750 197-0 1-37 29-0 

~ HEISE eee ae 169,415, 709 60-4 112, 204, 371 189-3 1-51 31-9 
179,110, 674 63-9 77,819, 294a 131-3 2-30 48-6 


Compensation (‘‘Employees and Salaries and 


Interest on Funded and Unfunded Debt from ‘‘Income Account’’ (p. 16, Item 19 of 1937 Report). 
~ *Compensation figures represent Grand Totals, excluding Express Department, Radio Department 
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oes mane ter i 


EXHIBIT No. 104 


CANADIAN NATIONAL RAILWAYS 


DISTRIBUTION OF INCOME DEFICIT FOR YEAR 1937—LINES BUILT OR ACQUIRED 
SINCE JAN. 1, 1921 a 


aii ; Cost of - Income Result 
—— Mileage Construction | after Interest 


ni or Acquisition and Taxes 
$ $ 
fs _ Lines which earn enough to pay operating expenses, taxes 

RORY Se," BNC INterepy COANSES iby |sinhy he Wieteray kos eet eal rales a muennlas 36 3127, 000) 12Cr, 

Rue Lines which pay operating expenses but fail to earn enough - fi 
. to pay taxes and interest charges...................-- 58 5,039,400 | Dr. 70,200 

Paatut Lines which fail to pay operating expenses................ 2,178 77,316,600 | Dr. 3,555,700 

Saal Mabadecnt ts ate VaR eg Ron Suet Mg 2,272 85,483,300 | Dr. 

Department of Research and Development, C.N.R., 

pk Montreal, April 24, 1939. 

i 

| 


rc. | (CO ad a Raviw Oy Pea lites Vee 


 hacnteegie e Pas 

meee ce A ERD” INA iS 3 4 
(to < al wae y* v 

foe >, ~ Pie g - oe : ie 


CAI YC 2 


(THE SENATE OF CANADA | “38 KAO 


re 
eS 


PROCEEDINGS 


OF THE 


SPECIAL COMMITTEE 


Appointed to 


aun INTO AND REPORT UPON THE BEST MEANS OF RELIEVING THE 
— COUNTRY FROM ITS EXTREMELY SERIOUS RAILWAY CONDITION 
a AND FINANCIAL BURDEN CONSEQUENT THERETO 


No. 9 


the Honourable C. P. Beaubien: KC, 
Joint Chairmen ‘ 


CONTENTS: 


Sommunication dated May 3, 1939, from Mr. J. S. Hungerford, Chairman 
Ra President, C.N. Rys. 


. Further discussion on Motion re submission of evidence to firm of rail- 
ay engineers and accountants for study, etc. 


Statement by Mr. O. M. Biggar, K.C., counsel to the committee re sum- 
ary of evidence adduced before the committee. 


OTTAWA 
J. O. PATENAUDE, 1.8.0. 
ee PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 
ene 1939 


ORDER OF APPOINTMENT 


- Resolved,—That, with a view of completing the inquiry foarauea au 
last. session by the Special Railway Committee of this House, and preparing 
and submitting an adequate report on such inquiry, this Special Committe 
be re-appointed with a view to inquire into and report upon the best mear 
of relieving the country from its vata serious railway condition an 


Black, Bichunee Calder, Heat iat Coté, Dandurand, Graham, Haig, Hae 


* 


Horsey, Jones, Hardy, McRae, ‘Meighen, Murdock, Parent, Robinson, Pha 


MINUTES OF EVIDENCE | 


THE SENATE, 


A 
Tuurspay, May 4, 1989. 


| q ‘The special committee appointed to inquire into and report upon the best 
means of relieving the country from the extremely serious railway condition 
financial burden consequent thereto, met this day at 11 a.m. 


- Right Hon. George P. Graham and Hon. C. P. Beaubien, joint chairmen. 
- Colonel O. M. Biggar, K.C., counsel to the committee. 


- Hon. Mr. Danpuranp: Mr. POlidemae) last Tuesday I asked for adjourn- 
ment of the debate on the motion of my right honourable friend Mr. Meighen 
der that I might prepare an answer. This I have thought of sufficient 
ortance to put down in writing. I do not pledge myself that this answer 
esses the views of the Government as to form, but it does as to matter. 
The motion asked that the evidence adduced before the committee be sub- 
mitted to a firm of railway engineers and accountants so that they may study 
t in its practical railway engineering and accounting features and make such 
sical examinations as may “be deemed necessary with a view to making a full 
rt to this committee of what, in the judgment of such firm, might be saved 
unified management and the extent, if any, such savings would impair rail- 
yay service to the people of Canada. 

} "Such an examination as that proposed by the resolution would involve a 
vy expenditure of public moneys and require many months to complete. 
Duff Commission appointment of which was suggested in the first instance 
Sir Edward Beatty, held its first session on December 4, 1931, and made its 
rt on September 14, 1932. In the course of its inv estigations it held eighteen 
gs occupying fifty days altogether, and travelled over most of the. main 
ine mileage of the two chief railway systems. Throughout its journeys the 
jommission were accompanied by the responsible officers of both railways as 
- thet re was almost constant discussion with them of matters affecting the inquiry. 
whe cost of the commission was $92,386, and would have been. considerably 
reater but for the fact that the Canadian members gave their services free of 
ge. The two members of the commission from outside Canada, Lord 
field, of London, England, and L. F. Loree, President of the Delaware and 
ludson, New York, received honorariums of $15, 000 each. 

’ “The Duff Commission engaged one expert railway analyst who was recom- 
ended by the United States member of the commission. He was paid at the 
ate of $100 a day, the two railways and the Department of Railways con- 
tibuting free of charge the staff and information necessary to enable him to 
make a report. This one man received $15,000. 
he Drayton-Acworth-Smith Commission, whose report led to the taking 
ver of the railways, was appointed in July, 1916, and reported in July, 1917. 
1 the interval it travelled upwards of 10,000 ‘miles between Halifax and 
fancouver, and the cost to the people of Canada of that examination was 
281. ‘Included i in this total was $60,000 the cost of a physical examination 
rofessor Swain, of Harvard University and the Massachusetts Institute of 
ology and a staff of engineering assistants. Sir Henry Drayton, chairman 
‘commission, served free of charge, he being Chief Commissioner of the 


00 cas Mr. Acworth $15,000. 


ay Board; Mr. Smith, president of the New York Central Lines, was paid — 
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Even single expert advisers run into money. For instance, Sir Frederick 
Palmer’s report on his Hudson Bay terminal investigation cost the country © 
$45,000, and his examination of the Montreal terminal situation $38,332. Experts’ 
fees come high. What would this new venture entail in the terms of this — 
motion? I would say nothing short of a hundred thousand dollars to properly — 
cover the terms of the resolution. i] 

These facts are mentioned to show what such an examination as now | 
proposed would involve in time and money. They not only involve cost to | 
the Government but cost to the railways whose officials would require to attend 
all investigations made, to the neglect of their regular duties, just as the rail- | 
way staffs at Montreal and elsewhere must have been hampered by the necessity — 
of so many prominent officials of the railways to attend here to give evidence, — 
not only to this committee but to the Commons committee. 4 

There is a further important feature. The motion requires that the 
evidence be submitted to some firm of experts free from all interests in | 
either railway system. This of necessity would make it necessary to go to thell 
United States or to England for such advice. This means that whoever was | 
selected would be unacquainted with the transportation problem as it exists 
in Canada. It is, as we all know, a highly controversial problem, intricately 
connected with national and public policy. Would it be expedient or advisable — 
to ask strangers to advise Parliament as to what measure of public service the 
people of Canada should be satisfied with? I think not. a 

_ The Canadian Pacific has predicated its case upon a savings of $75,000,000. — 
This was the claim put forward to the Duff Commission and insisted upon before — 
this Committee both last year and this year with such modifications only as | 
were summarized in Mr. D. C. Coleman’s letter which was placed before the | 
Committee on Wednesday, April 26, in which it was claimed that, under traffic” 
and business conditions which prevailed in 1937, annual savings of $56,346,000_ 
could be effected after making the adjustments necessary to provide for the 
fact that the normal rates of pay in force in 1930, and now again in effect, were 
only in process of restoration in 1937. a 

This figure makes no provision for any saving resulting from abondonment 
of lines for which $16,366,000 (on the basis of 5, 051 miles of track) was claimed 
before the Duff Commission. Mr. Coleman’s letter, referred to, states that the 
56 million figure now put forward makes no provision for any saving resulting 
from abandonment of lines. But assuming such abandonments as the Canadian 
Pacific believe the Board of Transport Commissioners would authorize in the 
event of unification under present conditions, he said the estimate would be 
increased up to $59,361,000. So that we have from the Canadian Pacific now 
a figure of $59,361 000 3 in place of the 75 million figure which has been so promi- 
nently publicized throughout Canada by the proponents of unification. | 

Before Mr. Coleman’s letter was before us Mr. Harvey Black, financial | 
expert at Montreal, had testified before this Committee on the effect of the - 4 
$75,000,000 savings ‘under unification, and he pointed out that by allowing for | 
the 50 per cent share claimed for the private company, namely, $37,500,000, and 
deducting that sum from operating costs as they actually were for 1930 ‘to which 
the estimate applied, the operating ratio of the Canadian Pacific, instead of 
having been 79 per cent in that year would have been cut to 58 per cent, a level 
sharply below that of any railway in the United States or Great Britain. Hew 
further instanced that in 1930 the average operating ratio, which as honourable | 
gentlemen know is the ratio of operating expenditure to operating revenues, 
was 74.4 per cent, while the average of the four British railways was 80.8 per 
cent. Incidentally, it is of interest to note that the Canadian Pacific operating 
ratio for 19838 was 85-41 per cent. Thus, as Mr. Black said, the showing fo 
the Canadian road in the circumstances requisite to the Canadian Pacifie’s - 
claimed savings would amount to a railway miracle. ‘a 


ve 
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_ This motion before the Committee is based on the clear assumption that 
cation or amalgamation as suggested by the Canadian Pacific Railway is 
isaged by the mover. He knows full well that the Canadian people will never 
consent to hand over its whole railway system, 42,000 miles of line and a com- 
| bined operating expenditure of $297,681,826.67 for 1938, to private management. 
| Such an organization would undoubtedly be in a position to dominate the State. 
_ That is the hurdle about which Senator Calder and I spoke a couple of days 
go. P 
_ The Government, that is presently the Liberal Government, is opposed 
o any such plan, while the right honourable gentleman’s party at its Dominion 
sonvention last fall, with delegates from all over Canada, rejected unification, 
as did also the right honourable gentleman’s leader, Dr. Manion. 
[suggest that this Committee report the evidence for the use of the Govern- 
ment of Canada as and when it feels the need of further information relating 
to this question. It will thus be able to add that information to that which 
it already has in store from the Drayton-Acworth report, from the proceedings | 
of the Duff Commission, and also from the report of the Rowell Commission 
which may shortly be expected. While the railway question was not one of the 
specific points referred to the Rowell Commission, which was appointed to deal 
with matters of jurisdiction between the Dominion and the provinces, repre- 
sentations were made to the Commission at various points with respect to the 
_ Canadian transportation problem. For instance, the province of Alberta put 
- forward certain complaints respecting the freight rates structure, and the gov- 
ernments of the Maritime Provinces, through the transportation branch of the 
| Maritime Board of Trade, made certain complaints with regard to freight rates 
and transportation services. The Canadian Manufacturers’ Association also filed 
an extensive brief which, among other things, dealt with the position of the 
| Canadian National Railways and the incidence of the deficits of that railway 
| upon our public finances. 
_ During the course of its investigation, the Commission made inquiries 
with respect to the divided jurisdiction between the provinces and the Dominion 
in the field of transportation, the Dominion admittedly having jurisdiction 
over Dominion railways, while the provinces, under the British North America 
Act are supreme in the matter of highway transport. All of these questions 
| affect considerably the general railway problem with which the Senate Com- 
| mittee has been attempting to deal, and the findings or recommendations of 
1e Rowell Commission with respect to such matters will no doubt be of great 
nterest in relation to our transportation problem. 
- Our work has been useful inasmuch as it has informed the Canadian 
people as to the services the Canadian National Railway is performing for 
country at large, not only as a commercial undertaking, but as an instru- 
ment in the development of the Dominion. It has also shown the load it has 
been carrying for the State in the operation of lines apparently unprofitable, 
but which the country cannot dispense with, either because of the population 
tributary to such lines or because of necessity to continue the development of 
regions which are full of promise and are already adding considerably to the 
national wealth of the country as a whole. ibe > 
I may be told that I am not proposing any remedy aiming at the reduc- 

tion of the Canadian National Railways’ deficit, or for the improvement of the 
difficult conditions which attend the operation of the two railway systems, 
aced as they are with many difficult problems. It has been said before this 
mmittee that they are weighted down with excessive wage rates and with 
a freight rate structure which should be modified. a 

~ As to the wages, as in the past that matter is one for negotiation between 
1 the companies and their employees, and there is no desire that the railway 
men of Canada should be paid less than a living wage. As to the freight rates 
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structure, high class commodities carried at short haul, have made possible 
the carriage of long haul bulk commodities at rates which are .calculated to 
enable Canada to maintain its position as an exporting nation. As a result 
the railways have been hit in the most vulnerable part by the truck competi- 
tion which, under provincial jurisdiction and without regulation at all com-: 
mensurate with that imposed upon the railways, has taken the cream of the | 
short-haul business. That situation is now in a fair way to be corrected by 
_ the agreed charge provisions of the Transport Act of last session, which author- 
izes the railways to make agreements with shippers for the movement of their 
entire output, both long and short haul, at rates which should enable the rail- 7 
ways to compete with highway transport. sy 
Now I desire to impress upon the officials of the two systems my view 
as to what should be their policy in the matter of reducing expenditures. As | 
a matter of fact, they need no outside expert advice. They themselves know } 
thoroughly what can be done. No one knows better than they do—if the | 
have the will to do it. I have high regard for their knowledge, their compe- 
tency, and their efficiency. They have. been given an instrument by Parlia- | 
ment which, if so inclined, they can utilize to the full, and with which they can 
largely work out their own salvation. That instrument is the Act of 1983. dl 
_ the railways want to save themselves? Does the Canadian Pacific Railwa i | 
want to maintain its autonomy? J am sure it does, but I warn it that its | 
campaign for unification, if continued, will inevitably lead the public mind | 
towards State ownership, should that ‘railway find itself unable to carry on | 
under present auspices, and under the remedy provided by Parliament during” 
the regime of my right honourable friend. I allude to the Act of 1933. — 
My right honourable friend must know as well as I that unification of — 
Canadian railways under private management is not possible and will not 
take place. The Government is trying to smooth the road towards greater 
co-operation by introducing legislation looking for more considerate treatment 
of employees dislodged as a result of co-operative measures, and that should 
make possible the speeding up of co-operative activities which this Committee 
recommended in its interim report at the end of last session. 
I feel that the time has come to speak plainly to the men who have been | | 
accustomed—in their days of prosperity—to speak haughtily and with seem- 
ing disdain, of the men who have been endeavouring to direct the ship of State. 
Yes, I have myself heard them say that public men were merely politicians. 
They must now be prepared to practise modesty, to drop their pride, and tha 
other attribute of which we have heard so much before this Committee, namel 
their prestige. They must agree among themselves—the two railways—to 
referee in cases of disagreement, such referee preferably to be the chairman of. 
the Board of Transport Commissioners for Canada, which Board, under the 
Railway Act, must in the last analysis decide as to rates and: services. They 
can, if they so desire, go a long way towards their goal as the public authori 
ties and the public in general are most desirous of helping them on the lin 
which an Act of Parliament has already laid down for their guidance and 
which the Duff Commission said would, if adopted, ensure progressive and co- 
ordinated development on an economic basis of the railway systems and afford 
relief to the Federal Treasury. It is time that the recommendations of the 
Duff Commission receive proper weight and due consideration at the hands of 
Canadian railway authorities. 
From the above it is obvious the Goyeanniet could not recommend t 
Parliament such an investigation. :. 


Right Hon. Mr. Mricuen: In order that we may not be here indefinitely, 
I will not ask that the committee adjourn until I have prepared a long speech. 
in answer to my honourable friend. The speech which we have heard, perhap 
more extensively to-day, we have heard two or three times already, and I thi nl 
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ould be much more appropriate when the report was made to the House, I 
warn my honourable friend that when that time comes he will find himself 
_ exhausted in declamation and argument; he will have nothing left for his speech 
in the Senate. 

All we ought to be discussing is whether or not this motion should pass. 


| Hon. Mr. Danvuranp: I took it for granted that my right honourable 
| friend was crystallizing in his motion virtually his conclusion drawn from our 
investigation. 


Right Hon. Mr. Mricuen: I will read*the motion again: 


ie That the evidence before this committee be submitted— 
| I ask the committee to note it is the evidence to be submitted. 


—to a firm of railway engineers ad accountants of high standing, free from 
all interest in either railway system, to the end that such firm may study 
said evidence, and especially its practical railway engineering and account- 
ing features, and make such physical examinations as it may deem neces- 
sary with a view to making full report to this committee as to what in 
the judgment of such firm would be the amount of savings— 


Hon. Mr. DanpurANp: Will my right honourable friend continue? 
a Right Hon. Mr. Mricuen: I will. I know my honourable friend will be 
| satisfied if he will not be so impatient. 


—which could be effected by a system of unified management, and 
whether and to what extent, if any, such savings would entail impairment 
of service to the Canadian people. 


In other words, that an involved question, perhaps as involved as any ever 
' before the members of this committee. 

| Hon. Mr. Danpuranp: But my right honourable friend has not read his 
/ motion in full. 

. Right Hon. Mr. Mricuen: Every word. 


ants to examine the physical conditions. 


” know why my honourable friend is so nervous. He seems to be “jumpy”. I have 
_ already read every word of it, but I will read it again. 


railway engineers and accountants of high standing, free from all interest 
in either railway system, to the end that such firm may study said 
evidence, and especially its practical railway engineering and accounting 
features, and make such physical examinations as it may deem necessary 
with a view to making full report to this committee as to what in the 
judgment of such firm would be the amount of savings which could be 
effected by a system of unified management, and whether and to what 
extent, if any, such savings would entail impairment of service to the 
Canadian people. 


Hon. Mr. DanpurAND: That is right. 

Right Hon. Mr. Mricuen: That is what I read before. ; 

d The first contention my honourable friend made was that this study and 
examination would be quite extensive. I do not doubt the cost in money, and 

there is no one on this committee or anywhere in Parliament more anxious than 

‘Iam to save money, especially money on what we might call professional people. 


gi 


‘am 


Hon. Mr. DanpurAND: But you ask those railway engineers and account- 


Right Hon. Mr. Meriguen: I read that. I will read it again. I do not 


That the evidence before this committee be submitted to a firm of © 
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I do not apprehend, though, nor did I intend that it should be of anything like 
the nature which my honourable friend attributed to it, wholly without warrant 
from the terms of the resolution, namely, the nature of a commission to mak , 
further investigations and hear ‘testimony. I cannot think of anything more 
disastrous than that we should. end here with a recommendation for a com- 
mission. We have had commissions in such monotonous succession—and we have 
certainly had some good ones in respect of railways—that the thought of having 
another commission at this time after the aggregate of our troubles has reached — 
the peak which it has reached to-day, seems to me positively incomprehensible. 
I cannot imagine anything more foolish. 


Hon. Mr. Danpuranp: How can they examine into the physical conditions | 


without going into such an investigation? 

Right Hon. Mr. MrtcHen: I plead with my honourable friend to be patient. — 
I do not intend anything of the kind. 

We have had two parallel streams of evidence, one urging upon us that — 
in a certain sphere of railway operation there would be such and such savings | 
by unified management, that in another sphere there would be such and such ~ 
savings, running usually into millions, that in another sphere there would be 
such and such savings, and in still another. such and such savings, running © 
perhaps to a total of from fifteen to twenty sections or spheres of railway 
operation. We have been listening to that now for nearly two sessions. There © 
is a distinct difference of view. We probably are able to come to fairly 
intelligent conclusions upon that evidence, just as a jury can generally, but — 
I do not think our judgment will be very impressive to the people of Canada. cf 
We are neither expert accountants nor expert railway men, not one of us, and © 
therefore, inasmuch as the development of a latent public opinion on this on 
ject. is of first consequence, it seems to me it would be well to get such an 
authoritative analysis of this viewpoint right down the line. I think that 
can best be secured from such a firm as here described, a firm whose busi- ‘ 
ness it is to analyse such features and who have the accountancy and engi- ri 
neering staff to do that work. y 

It might be necessary, perhaps it would be in the more important items, — 
to make a physical examination. I am not sure that it would be necessary. — 
All these plans, all the data, maps, physical contours and everything material — 
are in the railway offices. It is all there. That is the material these people 
use. If there is anything on that evidence to be supported or destroyed, they : 
can get the data there. They do not need to travel. I express that opinion — 
with some diffidence, for I am not an expert, but it does not occur to me that 
they would need to travel. Therefore the expense would not be unduly large, — 
and certainly would be negligible in relation to the colossal: deficits we are 
confronted with and the colossal amounts we are called upon to find to “ 
those deficits. 

This is the whole purpose of my motion. But I direct attention again 
with particular emphasis to the fact that the single objective is here: anim 
can be the savings? How far is there any impairment of service from then 
savings? If they feel there are savings and also impairment of service, then 
it is for the Government and Parliament to decide whether or not those savings * 
are worth the impairment. Those railway engineers and accountants do not — 
decide anything. They simply give their authoritative opinion of the merit 
of the two classes of evidence which are in distinct conflict. ¢ 


I had hoped the Government would see fit to adopt this resolution. I had u 
an intimation in the Senate from the leader of the Government that because — 
this even contemplated the possibility of unified management, the Govern- — 
ment could not have it; that if they adopted it, and the report happened to be i; 
all against the C.N.R. officials, it would not affect. their judgment in any way, a 
because they are determined not to bring about a remedy thereby proved to 
exist for fear of the serious consequences to themselves. 


See 
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We Hon. Mr. Danpuranp: To the country. 


Right Hon. Mr. Mrighen: What I do take exception to most empha- 
cally in the attitude of my honourable friend is this. For the second, third 
or fourth time he has quoted to me the position of the Government party and 
of the Conservative party. I have respect for both parties. I think both have 
| rendered great service to this country. No one has more respect for the leader 
| of the party with which I have been associated in this Dominion than I have. 
I have a personal affection for him, and anythine I say would never be con- 
_ strued as inconsistent with that affection. But I hold my own view wholly as 
to the duty of this House, and especially of this committee. If this com- 
mittee is to be told to-day, ‘to-morrow or next day, “Here is what the Govern- 
ment say, and we dare you people over there to do anything else, because 
here is what your leader says,” well, this committee would be nothing but a 
mere farce. It would not be worthy the name of an investigating committee 
Bixto a grave and enormous problem that to-day agitates the mind of every 
intelligent person in this country. In fact our House would be utterly value- 
less, and I for one would welcome its extinction if such principles were to domin- 
_ ate our conduct. Don’t let anyone quote me as pleading for the continuance 
of the Senate if we docilely walk along that groove. If we do we are utterly 
worthless. 
_ The remainder of.my honourable friend’s address was a lecture to the two 
systems ostensibly. As a matter of fact, of course, it was a lecture to one only. 
»! he other system is the Government itself. The evidence before this committee 
is very disturbing along that line. The idea of telling us that the problem is | 
in the hands of the two railway companies, that the Act of 1933 is there and 
it is for them to live up to it! Well, after five and a half years have gone by 
the best we can do is to renew that lecture to the railway companies. I had 
hopes of substantial results from the Act of 1933, which I sponsored in the 
- Senate. It was based upon the report of the Duff Commission, which rendered 
one of the finest services ever rendered to Canada. But I do not think my 
honourable friend has such confidence in that report, as he now admits. Cer- 
tainly many on our side did not. There are men on the committee who opposed 
| my view entirely, on the ground that such co-operation would be stifled by the 
very diversity of interests. We know it is stifled. Here we are at this time 
| barren of any results. We are here with nothing but a mere pittance, with the 
mountain still ahead, as rocky and black and foreboding as it ever was. My 
_ honourable friend thinks the solution is to read another lecture to the railways, 
and he suggests that we end there. I plead with this Committee—I have pleaded 
_ it so often that I am getting very discouraged—do not let the work of the Com- 
mittee over two sessions, earnest and hard “work to which the people of Canada 
| have looked with confidence and hope, do not let it end in a mere farcical 
| abortion, in a mere lecture to the railway companies. If that is to be the 
| outcome of it, this country will be swept with a wave of disappointment and 
resentment the sound of which probably even the leader of the Government 
will hear. 
This thing cannot be trifled with longer. I know something of the results 
of taxation, and I know something of the fear of greater taxation. I am in 
contact with it every day. I know of enterprises stillborn because of it. And 
lee know enterprises which had some hopes for extension and expansion, but 
which are simply hamstrung, not only by the present situation but by the 
certainty of even worse to come. 
a Are we to say now, “It is up to you railways to solve this problem, and 
f you do not solve it you will get another lecture from us?” Are we to say at 
Bae point, “We are helpless to do anything; nothing can be done,” and at 
another point “Something can be done if only the railways will be good”? Surely 
We are not going to end “that way. 
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The honourable leader tells me that I envisage unified management. 17) 
have never envisaged unified management for a minute, nor for a second. If 
anybody here will tell me any other solution, will indicate any other solution 
to me and give us a chance to explore it, I will pass unification out of my mind 
for good. But I do want a solution. I do want to contribute my part, while ] 
am here, to getting something done in respect of what is certainly the most 
obdurate and the most perilous problem confronting the people of our country, | 

I express my deep regret that this motion has not been accepted. I cannot 
understand why it is not accepted. I cannot say that I expected it to be, because || 
I was disturbed by remarks of the honourable leader in the House. But if ever | 
there was a case for getting authoritative opinion and judgment on two sets | 
of technical evidence, it is this. Yet the Government refuse to have a study | 
made, because they fear it might even indicate that they were ready to consider 
one form of solution. They are not ready to consider any. They have none, | 
and they stand helpless and paralyzed before Parliament. ‘el 

Hon. Mr. Cauper: Senator Meighen, may I ask you a question beford | 
Senator Dandurand replies? When this motion was submitted I voted for it, 
but I never for a moment contemplated the possibility that the motion would | 
require an extensive examination of the physical property. | 

Right Hon. Mr. MeicHen: It does not, at all. D4 

Hon. Mr. Caper: Never for a moment. 


Hon. Mr. Murpocx: You did not vote for this motion, did you? The 
motion has not been put to a vote. * 
Hon. Mr. Catper: I, mean, I favoured it. As soon as the motion was | 
read I favoured it, because I had spoken several times previously along that | 
line. Now, my question is this. If that reference to the examination of physical | 
properties ‘where deemed necessary is eliminated from your motion, Senator 
Meighen, would it have any real effect upon it? 
Right Hon. Mr. Mricumn: I should not like to word the motion so as 
to forbid the firm from seeing the situation on the ground—in Montreal, for | 
example,—if they thought that would give them a better understanding of the: | 
evidence. But they would not be able to take any evidence at all. Theys| 
would simply examine the evidence which has been taken. And I express the | 
view that there would be no necessity of making a physical examination at | 
all. If necessary, the agreement could provide that no physical examination 
be made. ‘ie 
Hon. Mr. Danpurann: I will not speak now if there are any members i 
around the table who desire to say anything. 4 
Hon. Mr. Rosinson: Was there not a very extensive report on account- 
ing prepared for the Duff Commission by an expert from the United States? | 
Right Hon. Mr. Mricuen: Not on the savings feature, I think. ‘ 
Hon. Mr. Ropinson: I have seen a report, which occupies a volume b , | 
itself. It is in the library here. The cbdst for that report on accounting alone 
was about $15,000. And I think it is just so much water over the dam—not 
even worth considering. I believe it was not even mentioned in the Com- 
mission’s nae If I am not mistaken, the expert made two reports, onl 
one of which has been made public. 
Hon. Mr. Buack: Was that on the evidence submitted before this Com 
mittee? 
Hon. Mr. Rozinson: Before the Duff Commission. “ 
Hon. Mr. Buacx:. This motion does not refer to the Duff Commissior 
It asks for a review, by people who know more about the thing than we dc 
of the evidence which has been submitted here as to the savings that migh 
be effected by unification. ‘ 


Hon. Mr. Danpuranp: If nobody else wishes to speak, then I will answer 
"my right honourable friend’s argument, in a very few words. He will readily 
“understand, I am sure, that the Government could not go before the House 
Hof Commons to-day and ask them to vote $25,000 or $50,000 or $100,000, or 
od whatever sum might be deemed necessary, to cover the cost of an investigation 
such as is suggested in this motion. He will understand that because he knows 
‘the Government have said they stand for the integrity of the Canadian Na- 
‘tional Railways system and against anything which would tend to restrict 
the autonomy of that system—either unification or amalgamation. In the 
debate in the Senate on Senator Beaubien’s motion to revive this Committee, 
+I mentioned what the Government’s policy on this matter was. My right 
honourable friend will realize that under that policy the Government could 
-not ask Parliament to vote a certain sum of money to have a study made by 
, experts, 
; My right honourable friend says he does not envisage unification. The 


Byiseved Then ny) right honourable friend asks if. we are any other Rone 
ie than unification or co-operation to propose. These are the two proposals that 
| have come before us— 

if Hon. Mr. Hata: Senator Dandurand, suppose that experts were appointed 
| and, after reading over the evidence of the Canadian Pacific witnesses and the 


| amalgamation would produce any worth-while saving. They might estimate 
| the possible saving at $5,000,000 or $10,000,000 or only $1, 000,000. But they 
| might conclude that the loss to the publie service of Canada would be greater 
_than the savings. Then their report would be against unification. That is, 
‘they would be free to report for or against unification, as they saw fit. But 
you are anticipating that they would make a report in favour of unification. 


Hon. Mr. Danpuranp: I take it that any examination which would be 
-made under this resolution would be absolutely valueless. Here is why I 
‘think so. The experts appointed would not know from the evidence just what 
would have to be done to make the savings that were estimated by Canadian 
' Pacific officials. Those officials refused to disclose details of their proposed 
program, because they said that to do so would create too much disturbance 
"in the country. They refused to state where the axe would fall in the making 
of the savings which they affirm can be made. So these experts would be 
| faced with statements indicating that savings could be made under certain 
heads, but they would not be able to check the details. 

4 Hon. Mr. Haic: It was only with respect to abandonments that they 
|, refused to give the details. 

| Hon. Mr. Danpuranp: Oh no; it was on many other things too. 

Hon. Mr. Hucessen: Passenger trains and terminals. 

Pa Hon. Mr. Danpuranp: They would not give details on many things. So 
| the experts would be unable to visualize where the estimated savings would 
take place. 

; There is something else that the experts would not be able to size up. 
That is the practicability of carrying out such large scale reductions without 
adversely afiecting public interest. I would spurn the advice of strangers to 
Parliament upon a matter of public policy concerning the administration of 
our two railways. It is a complex situation. 


experts would advise only about the railway service. 

Hon. Mr. Danpuranp: The motion would require the firm to. report; 
: and whether and to what extent, if any, such savings would entail 
‘impairment of service to the Canadian people.” 
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Right Hon. Mr. MrtcHen: The motion does not say that at all. The 
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Right Hon. Mr. Mreicguen: Railway service. 

Hon. Mr. DanpurAND: What business have we to turn to strangers and ai 
them to advise Parliament on that point? We have the maps and we know the 
situation. It is for Parliament to decide. 


Hon. Mr. Buack: Why do we ever bring in experts to advise Parliament? 
Why did we bring in Sir Frederick Palmer, for instance? 


Hon. Mr. Danpuranp: To reach conclusions on technical matters. But 
as to a general policy affecting the welfare and economic conditions of the 
country, I say we should not ask foreign experts to advise Parliament on that. — 

Hon. Mr. Biackx: That is begging the whole question. 


Hon. Mr. Danpuranp: I am looking at the map, and I see what are the 
difficulties. The Canadian National belonging to the people of Canada is ren- 
dering considerable service at a loss by maintaining unprofitable lines; but those 
unprofitable lines must be maintained because they are serving certain districts — 
and are feeders for the main line. We are facing that situation. This com- 
mittee must realize that this motion means the Government must ask Parliament 
for the necessary money to cover the cost of such an investigation as is pro- © 
posed—a cost that may run into tens of thousands of dollars. There is no ~ 
question as to that. It is a question of policy which now dominates the whole 
situation. I wonder if this committee will decide to have those high-class — 
engineers, as described in the motion, from Great Britain or from the United — 
States to undertake the suggested investigation in order to see if there is any 
virtue in unification. Even if there— 

Right Hon. Mr. Mriguen: Why would there be no firm in Canada whic 
would not have any interest in either railway? It certainly would intellectually ; a 
but financially, why would they? 

Hon. Mr. Danpuranp: I do not know of any firm in Canada— 

Right Hon. Mr. MrteuEn: I do not know that there is any. 

Hon. Mr. Danpuranp: —that would fit in with the terms of the motion, 
“That the evidence before this committee be submitted to a firm of railway — 
engineers and accountants of high standing, free from all interest in either rail- 
way system.” This is a specialty with some engineers. We speak of a firm” 
of railway engineers and accountants of high standing. Well, I do not know 
of any such firm that is not associated with one or other of the two railways. 
I took it for granted that the qualification “free from all interest in either rail- 
way system,” implied that we had to go outside our own country to find abso- — 
lutely independent railway engineers and accountants, to make sure they would 
look at things objectively, and not be influenced by the local Canadian atmo-- 
sphere. 

That being the case, I submit there is one question that dominates the whol 
problem. It is for this committee to decide, and it may as well decide it now 
whether, as is implied, it would envisage unification of the railways if certain 
that large savings would result. Before we come to that conclusion, the Parlia-— 
ment of Canada, represented more especially by the House of Commons. would 
have to change its policy and its views on this question. a 

Hon. Mr. Rosinson: Mr. Chairman, I do not think we shall get anywhere f 
on an investigation such as is proposed. I have a very high opinion of the- 
capacities of this committee. We speak of bringing high-class engineers tom 
somewhere to give us a report on a question of this kind. Well, I do not care 
how high-class they may be or where they may come from, I ‘do not believe — 
there is a man on this committee who is not better able to size up the situation — 
than any such high-class engineers. After all, they can only make some mathe- 
matical calculations and give their views. They cannot possibly know very 
‘much about local conditions or the reasons why these railways operate at a 
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loss in certain sections. The futility of a report such as that suggested is in 
my mind confirmed by what happened to the report which the Duff Commission 
obtained from an eminent statistician. No attention whatever was paid to it. 

' Hon. Mr. Hate: Was not that report just on the system of accounting? 
| Hon. Mr. Rosinson: Accounting is one of the things mentioned in this 
- motion. ; 

oe aor Mr. Cauper: It has no reference to the point at issue here, none 
vat all. 

_ Hon. Mr. Rosinson: I think I can give just as good an opinion and size 
up the situation just as well as any engineer you may bring here; and I believe 
every other member of the committee could do the same. We know local 
conditions better than any outsiders could know them, even if they studied 
the question for a year. 
| Supposing another government were in power and as a matter of policy 

said they could not make an appropriation for such an investigation as this, if 

ii were a member of a similar committee to this I would be respectful enough 
to say, “I will not press the question. The Government have declared their 
‘their policy in relation to it.” If we press this motion we shall not get any- 
_ where, it will only be regarded as fault-finding of the Government. 
Hon. Mr. Catper: Mr. Chairman, I must say I am disappointed. I prob- 
ably take a different view from the majority of the members of this committee. 
| This is not in a sense an immediate question. So far as I am concerned, I am 
“not interested at all in the attitude which the Government of the day or the 
| Opposition of the day take in regard to this question; not at all. This question 
| will be before us for many years to come. We have ample evidence to indi- 
cate that the railway as a transportation facility is on the down-grade rapidly, 
and if not to-day, then some day in the not very distant future, the people.of 
Canada must face this question seriously. 
4 My only object in supporting the idea advanced by Senator Meighen is that 
| we owe a duty to the people of Canada to place them in possession of certain 
“facts upon which they can base a judgment as to what could be done in this 
Situation. That is the main question before this committee. We have a duty, 
not to Parliament, not to the Government of the day, not to the leader of the 
Opposition, but a clear, definite duty to the people of Canada. 


Righ Hon. Mr. MricHren: Hear, hear. 


Hon. Mr. Carper: That duty is to put them in possession of certain facts. 
‘at would not for one moment ask any such body of experts as would be appointed 
“under this motion to tell the people of Canada what our policy should be. I 
would not ask them to recommend to us either unification or co-operation or 
anything else. I support this motion solely for the purpose that the people of 
- Canada. may have before them the facts. 

g What is the situation? Will any member of this committee tell me that~ 
in his opinion he does not believe that large economies could be effected through 
a system of unification? When you consider the facts at the present time with 
gard to the handling of freight, the possibilities of rerouting traffic, the many 
lications of all kinds of services, stations, terminals, shops, express and 
graph, and overhead in management and offices the world over, will anybody 
me that large economies could not be effected under unification? I do not 
e what the figures are, I am sure that every member of this committee is 
vinced of the fact that enormous savings could be made if these two rail- 
ys were operated under one management. There can be no question about 
nat in the mind of anybody. 

_ As Mr. Meighen asked, what was this committee formed for? What is 
our duty? After two years of hard work struggling with a mass of evidence, 

we simply going to say, “Well, the Government of the day takes this 


APG lean ots SPECIAL COMMITTEE 


view, the leader of the Opposition takes this view, and we should not dictum 
that ‘situation, we should merely report the facts ‘and do nothing.” For thal 
is what it means so far as our committee is concerned. 
Hon. Mr. Danpuranp: But are you ready to reach a conclusion and say, 
“We suggest unification or continued co-operation ’’? 
Hon. Mr. Cauprr: My honourable friend will probably force me into that 
position by his attitude. I must take the evidence that is now before us. What. 
have we laboured here for? I may not want to be forced into that position 
but I may be. 
Hon. Mr. Danpuranp: But you stated you were incapable of reaching any 
conclusion. 
Hon. Mr. Catprer: Yes, I was capable of reaching a final, definite con- 
clusion of the facts, because the facts are not known. q 
Now, I have just said what I said last June: Are you not satisfied in 
your own minds that if there was joint operation of these two railway systems 
large savings would be effected? I ask that question of every member of this 
committee. 
Hon. Mr. Danpuranp: I will answer. I believe that savings could bel 
more easily effected under unification or amalgamation. a 
Hon. Mr. Cautprer: And larger. . 
Hon. Mr, Danpuranp: I do not know to what extent that would be od 
in comparison to what would be accomplished by the two railways coming 
together and doing it. But I admit— ee 
Hon. Mr. Cauper: Will my honourable friend allow me to submit the | 
figures? There is a difference in the figures that I should like to see brought | 
together. The C.P.R. have said there would be savings to the extent of © 
$75,000,000. . 4 
Hon. Mr. DanpuRAND: They have uivoped that figure. 3 
Hon. Mr. Caupnr: They have dropped that figure down to $59,000, 000: i 
Right Hon. Mr. MrtcHen: Because the year is changed. | 
Hon. Mr. Cauper: That is all, because certain savings have already been 
made. But what is the attitude of the C.N.R. on that point? a) 
Hon. Mr. Danpuranp: The answer is given by President Hungerford, thal x 
the savings cannot go beyond $10,000,000 or $15,000,000. That is the C.N.R. © 
statement as to the practical application of the question of savings when they: 
come down to realities. 
Hon. Mr. Gorpon: Mr. Chairman, I am not a member of this committee 
and am therefore a little diffident about asking a question. 
Hon. Mr. Cauper: Pardon me, Senator Gordon. I wish to conclude my” 
remarks. JI simply repeat that I regret exceedingly the Government have 
not seen their way clear to call in the necessary experts, who would not again 
make a physical examination of all the properties. ei 
Hon. Mr. Danpuranp: The motion says so. “a 
Right Hon. Mr. Merauen: It does not say that at all. a 
Hon. Mr. Carper: I do not accept the honourable gentleman’s view in 
that respect. As I see it, all that the resolution asks is that experts should be 
called in to reconcile the two sets of figures that have been placed before us. 
Right Hon. Mr. MricHren: That is it. 
Hon. Mr. Catpmr: For example, an estimate is made by one of the vail 
way companies that so many millions of dollars would be saved on 
rerouting of traffic. How is that estimate made up? The other company s 
that there would not be so much money saved on that item, and they an 
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r estimate. How is that estimate made up? The discussions would pro- 
ed until a sound basis was reached, and then we should have a final figure. 
same procedure would be taken with regard to all the other estimates, 
finally there would be an accurate picture of the possible savings through 
bringing together of the two railway systems. In my judgment that is 
actly what the people of Canada want. They want facts upon which they 
can pass judgment as to what shall be done with these railways, not now, 
| but possibly at some time in the not distant future. 

- Hon. Mr. Murpocx: The honourable senator who has just spoken asked 
two or three times a very pointed question, and I should not think that I, 
s one member of this Committee, was doing my duty if I did not answer 
at question, according to my own judgment. He asked: What was this 
ommittee formed for? What was its purpose? I have held an opinion ever 
nee the Committee was formed last year; I have seen nothing to change it, 
ough I know certain honourable gentlemen will say it is faulty and not 
|correct. In my judgment this Committee was conceived, originated and 
| formed in the minds of certain individuals for the express and only purpose 
bringing about a unified management of the Canadian railways. And in 
y judgment certain distinguished members of this Committee have had no 
her object in view from the start up to this moment. Let us see the motion 
e are dealing with. This motion would appoint a firm of engineers, for 
what? To “ .. . make such physical examinations as it may deem 
necessary with a view to making full report to this Committee as to what 
in the judgment of this firm would be the amount of savings which could be 
effected by a system of unified management . .. ” We started in last 
session, when this Committee was appointed, with the express purpose and 
desire, in my humble judgment, on the part of some, to bring about unified 
management. And this motion contemplates nothing more or less. I am sure 
"many honourable gentlemen will disagee with that view. But Senator Calder 
asked the question, not once but several times, and in such a pointed way that 
“1 think I should not be doing my duty if I did not say what I believe was the 
reason for the appointment of the Committee. 

(Hon. Mr. Catper: But my honourable friend must realize that our whole 
‘difficulty has resulted from a series of figures that have been placed before us 
as estimated savings possible under a system of unified management. The Com- 
mittee started off last session by inquiring into how the Canadian Pacific 
“made up its estimate, and the great bulk of our work has been in that con- 
nection. The net result of it all is that we have two sets of figures that are 
not similar, each set presented by a company which maintains its position very 
rongly. Surely no objection could be made to an effort to reconcile these 
res. The object would be to get from experts a recommendation in 
“favour of unification, or any recommendation as to what should be done— 


') Hon. Mr. Murpocx: You are mistaken. Do not tell me I cannot read. 
Here is the language: “. . . . what in the judgment of such firm would be 
e amount of savings which could be effected by a system of unified manage- 
Ment... .” Unified management has been the desire first, last, and all 
the time; and that is the desire expressed in this motion. 
' Hon. Mr. Haia: Mr. Chairman, $54,000,000 was lost this year on the 
operating of a railroad. That is a ghastly fact, which stares us right in the eye. 
? t+ amount is more than one-third of all the income taxes paid in Canada 
year; it is larger than all the personal income taxes paid last year. 
~ Hon. Mr. Murpocx: How much did we spend for wheat? 
Hon. Mr. Haia: I shall come to that later, if we want to discuss it. Our 
lem is how to avoid such heavy losses on railroad operation. The Canadian 
fic came forward and suggested to us that on the basis of 1930 figures 
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savings of $75,000,000 could be made. The leader of the Government in the 

Senate (Hon. Mr. Dandurand) suggested that we call Canadian Pacific officials 
to substantiate that statement. It was quite proper for him to do so, and I 
supported him in that. We called Canadian Pacific officials and they gave 
their various estimates for this and that, upon the basis of the 1930 business. — 
Their estimate based upon 1937 business is $52,000,000, or, including abandon-_ 
ment of lines, $59,000,000. But Canadian National officials disagree with those — 
estimates, and they have submitted figures of their own. Well, which figures” 
are right? I do not know. From a political standpoint I cannot understand ~ 
the Government’s refusal to accept this motion. The matter is going to be © 
an election issue, Just as sure as to-morrow’s sun rises. The people of this — 
country are greatly disturbed over the fact that every dollar they pay in personal ~ 
income tax is required to meet deficits on one railway. There are 245 members — 
in one House of Parliament and 96 in the other, but so far Parliament has ~ 
not been able to find a solution to the problem. The Herridges, the Tim Bucks ~ 
and the McCullaghs are going up and down the country saying that Parliament — 
is unable to do anything in this situation. ‘a 


"s 


The honourable leader, Senator’ Dandurand, says that.savings can be made ; 
by co-operation. Well, the railways have been trying to co-operate, but so far — 
they have been able to save only $861,000. Even if all their proposals were — 
allowed by the Board of Transport Commissioners, the savings would be less — 
than $2,000,000. § 

As I have said, the Canadian Pacific presented their estimate of savings” 
and the Canadian National presented theirs. Each company believe their own 
figures are right. But both cannot be right. Yet, the Government refuse a 
motion to employ a firm of experts to check the figures and ‘see which are right, © 
or nearer to being right. Suppose after making a study the experts reported 
that the total savings possible under unification would be $10,000,000. Then, BY 
I should say that Unification was not worth while. But if they reported possible — 
savings of $45,000,000, I should say that was worth serious consideration, 
especially in view of the Government’s Bill to compensate men who lose their 


positions by reason of unification. 
Hon. Mr. Danpuranp: By reason of co-operation. 


Hon. Mr. Hatc: That Bill has passed the Senate and gone to committee. 
The railway men said, “It is all right for Sir Edward Beatty to say that men “3 
who lost their jobs would be protected, but we do not know to what extent.” 
And now we have a Bill setting out the Government’s proposed basis of compe 
sation. I spoke in favour of the Bill and voted for it, but I-am not an expert on 
the matter and cannot tell whether the basis is a fair one or not. But apparently e| 
it is. At least, the Government thinks it is. However, representatives of the ~ 
employees will appear before the Committee and say what they think. 

I appeal to the leader of the Government to accept the motion. He oo 
name the experts—there would be no trouble about that—and they would bring | 
in a report as to possible savings. Then we, with that report before us, could | 
decide what we think should be ‘dene. t 

I agree entirely with Senator Meighen as to our position. The Senate does — 
not propose to lead either the Liberal party or the Conservative party, and the 
public does not expect it to. They expect the leadership of these two great parties — 
to remain with members of the House of Commons. But on an ‘issue like this _ 
the people do want us, who do not have to be guided by political considerations, — a 
to say what in our judgment should be done. The honourable leader says ons 
the King Government is opposed to unification, and that the Conservative party, _ 
as led by Dr. Manion, is also opposed to it. That is all true enough, but I as” 
a senator am not bound to follow Mr. King or Dr. Manion. The people | 
do not expect me to follow either of those gentlemen. They expect me to express 
my frank opinion as to what should be done, and they will evaluate that opinio: a 
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mselves. fi agree Lae Senator Meighen that the Senate is not worth the 
aper on which was written the British North America Act that established it, 
we cannot take a stand on an issue of such tremendous importance to the 
eople of the country such as this issue is. 


Hon. Mr. Murpocx: May I ask my honourable friend a question? If we 


the event that the firm of experts reported that $45,000,000 could be saved 
y unification? 


Hon. Mr. Hata: No. 


- Hon. Mr. Murpocx: There is only one thing that we are asked to deal 
with in this motion. 
- Hon. Mr. Hata: The people of this country have heard Sir Edward Beatty’s 
statement that $75,000,000 could be saved by unification, on the basis of 1930 
figures, or $59,000 000 on the basis of 1937 figures, and they have also heard the 
anadian National’s estimate of $15,000,000 possible savings. But they do not 
ow which estimate is right. We ought to be in a position to say to the people: 
fter having gone into the evidence we find that savings of $20,000,000 or $30,- 
- 000,000 or $40,000,000, as the case may be, are possible under unification. Then 
| would be for the Government of the country to say, if they so desired, that in 
e light of these figures, and considering that employees who lost their jobs 
| through unification would be compensated, a policy of unification would be 
i adopted. However, we would not be bound by the report of the experts. 
Hon. Mr. ete Oh, yes. 
Hon. Mr. Hate: No. 

. Right Hon. Mr. Mricumn: They are very much afraid of what the report 
would be. 
Hon. Mr. Hate: Two estimates of possible savings have been made. Which 
h ds sright? I challenge you to tell me which is right. You say $10,000,000 because 
(85 rou believe the C.N.R. witnesses. I may say $59,000,000 because I believe the 
~C.P.R. witnesses. We are a jury, and there is the evidence. If I were sitting on 
the Bench and trying this case, I would say, “These experts say this, and those 
experts say that. I will call in an engineer-accountant to go over the figures 
and report to me which body of experts is correct.”” Then we shall be in a 
| position to act. 
Hon. Mr. Horsey: The Board of Railway Commissioners have disagreed 
4 e both companies when they had agreed on certain measures. 
Hon. Mr. Haic: That is only on unification. If the railway engineers and 
hes BP siniants reported to us that a saving of $45,000,000 could be effected by 
| unification, I don’t care what this committee might report, the country would 
| adopt unification. Make no mistake about that. Trucks, buses and automobiles 
are a challenge to the railways and, as Senator McRae and Senator Calder have 
| said, when the traffic is going down hill we ought to realize that the people of 
‘ett tis country want results. We cannot have these heavy deficits and carry on. 
v Je have hundreds of thousands of young men and women without jobs simply 
because nobody will put his money into business in face of the present load 
| of taxation. That is the only issue. 
_ Hon. Mr. Murpocx: This motion tells us to unify the railways if we can 
ive enough money, according to your argument. 


ation if it is shown we could save so much, and we are given authoritative 
res, then if you think those figures Justify unification, well and good; if not, 
you don’t need to accept the report. 

_ Hon. Mr. Danpuranp: Their report could at best be nothing more than 
th eoretical, because those engineers would not pledge themselves as to the 
accuracy of the figures. But even if they did so pledge themselves, would we 
781592 


dopted this motion should we not thereby be voting for unified management, 


Hon. Mr. Hate: No, it does not. It just says that after the proposed investi- _ 
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accept their assurance that practically those savings could be effected? We 


have the experience of the affirmation by the Canadian Pacific that 2,500 miles 
of railway could. be abandoned with resultant savings, but they fell down mis- 


erably in that figure, for when it came to realization it was reduced to one-third. ~ 


But suppose that theoretically these experts said, “Well, we believe there 
could be savings of $45,000,000— 

Right Hon. Mr. MreicHan: What do you mean by “theoretical”? 

Hon. Mr. Danpuranp: That is, looking at the figures and saying, “Well, 
we think there could be savings of such and such amount.” 

Right Hon. Mr. MrtcuHmn: There is nothing theoretical about it. Their 
business is to find out what practically could be saved. 

Hon. Mr. DANDuRAND: Yes, practically. But when you come to the prac- 
tical you encounter the fixed policy of the Government and of Parliament as 
to what is the proper thing to do in the interests of Canada. 

Right Hon. Mr. MricuHpen: The only person who talked about theoretical 
savings was Mr. Fairweather, and that damaged his evidence for me quite a lot. 

Hon. Mr. Murpocxk: No sensible man could deal with these figures in any 
other way. 

Hon. Mr. Danpuranp: I put this question to Senator Haig: Suppose they 
say a saving of $45,000,000 could be effected. You say on that conclusion the 
people would accept the idea that we should adopt unified management. Now, 
if the people were consulted, would they accept unified management or amal- 
gamation under private management or under state ownership? 

Hon. Mr. Hata: I never said that. Personally, I think they would want a 
board that would be as fair to Parliament and the people of Canada as this is. 
That is all. 

Hon. Mr. Murpocx: But they have only one thing to consider, and that is 
unified management. 

Hon. Mr. Haire: No. 

Hon. Mr. Murpock: That is what this says. 

Right Hon. Mr. Mricuun: Read it. 

Hon. Mr. Hate: My honourable friend the leader of the Government does 
not suggest any solution but co-ordination. I would be definitely opposed to 
co-ordination if I were a man on the road. : 

Hon. Mr. DANDURAND: Co-operation. 

Hon. Mr. Hare: Co-operation; I should, as a railroad man, be opposed to 
co-operation, because I can think of nothing worse for every railway worker, 
from the official at the top to the pick and shovel man on the tracks, for any 
minute he may be laid off; but under unification they would know exactly what 
would happen. 

Hon. Mr. DANDURAND: How? 

Hon. Mr. Hare: Because they would be in control of the road. But, Mr. 
Chairman, the point I make is this. The people of this country want something 
that will be satisfactory to those who work on the railway and to the country, 
and that will not cost $54,000,000—that is, if it can be found. 

Hon. Mr. Danpuranp: Dr. Manion yesterday through the press, which I 
read this morning, said that he could not see the solution of the difficulty of 
removing that $50,000,000 deficit. He was Minister of Railways for five years. 

Hon. Mr. Hate: I admit that. But because Dr. Manion or Mr. King says 
something, surely that does not bind us as individual members of this com- 
mittee. We should try to help solve the problem for the people of Canada. That 
is all I am asking. I have very great respect for Dr. Manion. Indeed, there is 


RAILWAY CONDITIONS 431 


"no one in public life for whom I have greater esteem. However, he, like the 
rest of us, may sometimes be wrong. And he may be right. I cannot tell, I 
nave nothing to go on. All I want by that motion is to get the facts. 
Hon. Mr. Dannurann: Knowing the situation as my honourable friend 
_ does throughout the two systems, if the country feels that in the general interest 
we should stand a deficit of $25,000,000 a year, and maintain the railways to 
serve the public and develop the country, do you think the country will not be 
disposed to stand that expenditure of $25,000,000 to maintain that service as it 
maintains canals and some other public services? 
: Hon. Mr. Hate: I cannot tell what the country will do. I only want to 
know the facts. 
q Hon. Mr. Danpuranp: I am speaking to the honourable gentleman 
himself. } 
> Hon. Mr. Haic: I am sure if we could save $45,000,000 by unification, 
providing, as I said before— 
Hon. Mr. Horsny: Without hurting the public interest? 
Hon. Mr. Hate: Without hurting the public interest, and without affecting 
the men engaged on the road, I should be in favour of saving the $45,000,000. 
If it came down to $10,000,000 I don’t think I would be in favour of unified 
“management. Unless the saving was substantial I would not be in favour of 
unified management, but if it was substantial I would be in favour of. such 
management, subject to the proviso mentioned by the senator from Prince 
‘Edward (Hon. Mr. Horsey). But that is for us to decide after we get authori- 
> tative figures. All we have at present are the figures of $59,000,000 of the 
-C.P.R. and $10,000,00 of the C.N.R. Between the two I don’t know which is 
right. If I believe Mr. Fairweather, the savings would be only $10,000,000; if 
I believe Mr. Coleman, the savings would be as much as $59,000,000. 
Hon. Mr. Murpock: Both sets of figures are theoretical. 
Hon. Mr. Hata: No. 
Hon. Mr. Murpock: Oh, yes, they cannot be anything else. 
Hon. Mr. Hare: I cannot understand why the leader of the Government 
does not grant the request. 
. Hon. Mr. Buacx: I think we are just wasting time. Why not decide 
whether or not we will accept the resolution? The attitude of one group here 
is that we shall not have any opportunity of getting at the facts. We know that. 
We may talk here until doomsday and we shall be no further ahead. 
a Hon. Mr. Stncrair: As to finding the facts, it seems to me that the only 
way of getting at the facts is by a physical examination of the two roads. If 
we go into an inquiry of that kind, where are we going to land? The proposal 
‘is to appoint a firm of railway engineers and accountants of high standing who 
are not interested in any railways in Canada, and to ask them to make such 
physical examination. 
Right Hon. Mr. Mrtcuen: Read the whole motion. 
Hon. Mr. Stncuatr: I will. “ That the evidence before this committee be 
submitted to a firm of railway engineers and accountants of high standing, free 
from all interest in either railway system ”—that pretty nearly puts us out of 
our own country—‘ to the end that such firm may study said evidence,”— 
Right Hon. Mr. MricuHen: Hear, hear. 
: Hon. Mr. Sincuair: —‘“ and especially its practical railway engineering 
and accounting features, and make such physical examinations as it may deem 
necessary’— If they have not the facts how are they going to arrive at them 
without a physical examination? 
- Right Hon. Mr. MetcHen: Only “with a view ”’— 
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Hon. Mr. Sincuam: —to making full report to this committee ”— 
Right Hon. Mr. pe cate Go on. 
Hon. Mr. Srycuatir: —“‘ as to what in the judgment of such firm would bal 4 


oie 


agement. 
Right Hon. Mr. MricHpn: Only for that purpose. 4 
Hon. Mr. Stncuatr: The motion goes further than that. It says, “and © 
whether and to what extent, if any, such savings would entail impairment of ~ 
service to the Canadian people.’ We are going to ask accountants of high © 
standing in another country on their honour—“ in the judgment of such firm” — 
—to say what services shall be given to the Canadian people by their railway — 
systems. | q 
Right Hon. Mr. Mrtcuen: Oh, not at all. 


Hon. Mr. Stncrarr: Then what does that last sentence mean, if it does not © 
mean that? As I see it, by the motion we are embarking on another broad ~ 
inquiry that will cost more than $100,000, for we shall have to go outside our © 
own country to get the experts. If we go to Great Britain their experts will ~ 
probably give us their services at a moderate rate, as those who have helped - 
us on other inquiries have treated Camada very fairly. But if we go to the’ 
country to the south we may have to pay anything from $15,000 to $50,000 for 
the services of experts. An inquiry like that will be of greater magnitude than 
any inquiry we have ever had into our railways. I do not think any reputable 
firm would undertake to give the opinions that are asked for here without 
making a full inquiry and a physical examination of the two railways. They 
would have to do that before they could give what in their judgment would be 
the savings to be effected by unified management. If they act on the last 
sentence and tell us what railway services we shall have, then there would be 
resentment throughout this country. , 

Right Hon. Mr. MricHen: That is just a statement. 

Hon. Mr. Gorpon: I am not a railroad man and do not know much about 
the business, but one has only to exercise a little common sense to see what is 
going on every day and what loss is being incurred by the railways carrying 
freight thousands of miles for nothing because their freight rate is always — 
based on the shorter haul. There is no doubt that millions of dollars could be’ 
saved every year by arranging that all freight be hauled over the shorter” 
route. Why not bring in experts who could tell us what savings could be 3 
effected under such an arrangement? 4 

Hon. Mr. Carper: We have had that evidence, and it illustrates non- — 
necessity of a physical examination of the road. It has been represented to — 
us by experts of the Canadian Pacific and the Canadian National that large — 

savings could be made, but they do not agree on their figures. What we want — 
is somebody to examine, not the physical aspects of the roads, but the estimates — 
of savings, and to ascertain how they were arrived at, and to reconcile them. — 

The Cuarrman (Hon. Mr. Beaubien): Are you ready for the question, — 
Gentlemen? : 

The CuHarrMan (Right Hon. Mr. Graham): What is the question? 


The CHatrman (Hon. Mr. Beaubien): Do you want the motion read © 
again? ‘ 
Some Hon. Senators: No. 


the amount of savings aia could be effected by a system of unified man- | 


The motion was then negatived, on the following vote, by a show of 
hands: for, five, ae seven. s 

Hon. Mr. JONES: Chairman, I was paired with Senator Robins 
who was called out ee the Committee. Otherwise, I should have voted for 
the motion. 
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: a ~The Gitoeuis (Hon. Mr. Beaubien): Gentlemen, there are other people 
who want to be heard. I am not sure whether it was decided at our last meet- 
ing that we had concluded the hearing of evidence. 
Hon. Mr. Danpuranp: The Chairmen have been handed a statement of 
the Canadian National’s position as to the evidence. The statement is a 
short one, which I read this morning, and I could summarize it— 
© Hon. Mr. Hare: Why not file it? 
a Hon. Mr. Danpuranp: Then we will will file the Canadian National’s 
statement? 
eee Hon. Mr. Mrichen: The Committee decided to receive a reply to 
a reply. ' 
es The Cuamrman (Hon. Mr. Beaubien): Is it your desire that the rebut- 
4 al— , ; 
i Right Hon. Mr. Mercuen: The sur-rebuttal. 
The CuHarrman (Hon. Mr. Beaubien):—that the sur-rebuttal be filed? 
i Hon. Mr. Danpuranpb: I do not call it a sur-rebuttal. It will go in as 
af it were read? 
Mr. Bicear: It will not be an exhibit, then. 
Right Hon. Mr. Mricuren: Is the Fe ee Pacifie’s reply in as evidence? 
The CHatrmMan (Hon. Mr. Beaubien): Yes. 
Right Hon. Mr. Mrtcuen: Then, all right. 


The following is the statement presented by the Canadian National Rail- 
eye: 
MontreaL, May 3, 1939. 


' The Right Hon. George P. Granam, 
The Honourable C. P. Brausien, K.C., 

Joint Chairmen, 

‘Special Railway Committee of the Senate, 

Ottawa, Ont. 


4 HONOURABLE Si1rs,—As requested, I have had the memorandum, submitted by 
the Canadian Pacific Railway in rebuttal of the evidence given at the request 
‘of the committee by officers of the Canadian National Railw ays in criticism of 
the Canadian Pacific $75,000,000 estimate reviewed by the Canadian National 
' officers who gave evidence. I am advised by ithese officers that the memo- 
randum contains no information which would lead them to change the foree 
and effect of the evidence which they submitted upon the $75, 000 000 C.P.R. 
estimate. These officers advise me that within the field of their respective 
competencies they still consider the estimate submitted by the Canadian 
Pacific Railway to be unsound and largely impracticable of accomplishment. 
With this conclusion I find myself unqualifiedly in agreement. 

The tenor of the evidence submitted by the Canadian National officers was 


and what might be accomplished in a practical sense. In my own submission 
to the committee I stated that the substantial savings envisaged in the 
$75,000,000 estimate could never emerge. I hold the same view with regard to 
the Canadian Pacific estimate of $59,740,000 under 1937 conditions. In my 
judgment, based upon extensive experience in consolidation of railway prop- 
erties, it is entirely fallacious to look to savings of such proportions as being 
possible of attainment. 

Ido not think that any good purpose would be served by replying in detail 
to the Canadian Pacific memorandum in rebuttal of evidence of C.N.R. officers 
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testing the validity of C.P.R. assumptions as to the reduction in quantity and 
quality of railway services, abandonment of railway terminals, shops, engine 
houses, ete., and would add nothing to the evidence already submitted. The 
refusal by the Canadian Pacific Railway to disclose what is contemplated in © 
this regard reduces discussion to statistical conjectures with regard to unknown 
contemplated changes. The test of the value of the $75,000,000 estimate is 
not primarily a question of figures, but is one of the practicability of what is 
proposed to be done. 
The $75,000,000 estimate was submitted to the Royal Commission on ~ 
Transportation in 1931 and the evidence before the commission clearly indi- 
cates that a program for the abandonment of 5,000 miles was submitted by the — 
Canadian Pacific Railway and was held by it to be of prime importance. — 
The commission was informed by the C.P.R. that the economies from such a 
program would be $16,366,000 a year. The practicability of this program of 
line abandonments and of the economies resulting therefrom was examined in 
detail by the special Senate committee last year and I do not think it is over- 
stating the case to say that if any one thing was clearly demonstrated, it was 
that line abandonments of this order are totally impracticable. The conclusion 
is in escapable that the same degree of impracticability would be found to — 
apply to much else of what was proposed to be done by the Canadian Pacific 
Railway if its details were known. Evidently these measures are of a drastic © 
nature since the reason given by the C.P.R. officers for refusing to disclose 
them is that such action would be opposed to the interests of the Canadian 
Pacific Railway due to the anticipated resentment of the communities affected. 
I note the Canadian Pacific memorandum in rebuttal, in various places 
alludes to a Canadian National estimate of savings from unification as having — 
been made to the Royal Commission on Transportation, and figures therefrom 
are used by the C.P.R. to support the estimate of $75,000,000. It has been 
pointed out in evidence before the Senate committee that the Canadian National 
Railways never submitted such an estimate to the Royal Commission but that 
Mr. 8. W. Fairweather, at the request of the Royal Commission, made available — 
to it a theoretical estimate in which was incorporated clearly stated qualifications — 
that much of what was discussed therein was impracticable of accomplishment. | 
The comparison of the Canadian Pacific estimate with figures taken from an 
estimate bearing such qualifications can add nothing to the validity of the 
Canadian Pacific evidence. Rather it would indicate that the same criticism 
of impracticability applies to the Canadian Pacific estimate but with even 
greater force because of the more drastic nature of the Canadian Pacific pro- 
posal as evidenced from its larger dimensions. | 
As I have already stated to the committee, the Canadian Pacific estimate 
can be divided into two broad classifications: In one the estimated savings are 
based upon drastic reductions in the quantity and quality of railway service, 
typified by abandonment of lines, closing of terminals, railway shops, engine 
houses, etc., and a reduction of railway service both in quantity and quality to 
suit the requirements of railway economy without consideration of the practic-_ 
ability of these measures. The Canadian Pacific memorandum in rebuttal | 
denies the force of this criticism in general terms, but if the denial is to be 
taken as having any weight, why should the Canadian Pacific continue in a 
refusal to disclose the physical details of just what is contemplated? If, as_ 
stated by the C.P.R., the proposals will mean improved service at less cost, | 
why should not the communities affected be told what is contemplated? It 
would then be possible to judge whether the opinion of the Canadian Pacific 
officers as to what constitutes adequate service to the country would be in 
accord with the views of industry and of the communities affected. 


the physical changes contemplated in their plan, would be of little value = 
é 
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ee ln the other broad classification of the $75,000,000 estimate the estimated 
savings arise from applying Canadian Pacific unit costs to Canadian National 
_ operations which is also fallacious. The Canadian Pacific statement in rebuttal, 
namely, that Canadian Pacific costs “were not applied to Canadian National 
operations but to a new unified system” is simply a play upon words because 
conditions do not change with names and the problems of operation which con- 
front the Canadian National Railways would likewise confront a unified opera- 
tion to the extent that Canadian National properties were included. It is 
possible, of course, that the Canadian Pacific Railway estimate is based upon 
_ drastic reductions in the quality and quantity of service carried on by the 
Canadian National as a public service although necessarily conducted at a loss. 
; The statement contained in the rebuttal that the differences in the physical 
characteristics, traffic and operating problems between the two systems “are 
_ compensating or in total are unimportant,” will not carry conviction to any- 
» one who has a knowledge of the historical development of the Canadian 
National and of the special problems which confront it in rendering pioneer- 
ing and national transportation service to much of Canada, and but serves to 
demonstrate the general unsoundness of the Canadian Pacific estimate. 
I have expressed my views as to the unsoundness, inaccuracy and imprac- 
ticability of the Canadian Pacific estimate. I also desire to express my pro- 
| found conviction that an attempted solution of the railway problem based 
upon an expectation of the realizability of savings of this magnitude would 
' be doomed to failure because savings of anything approaching these figures 
can not be obtained if due regard is had to consideration of public interest, 
which is the final and conclusive test of practicability and is the test applied 
_ by public authority before consent is given to line abandonments or to the 
degradation of services to the public. Another important factor as affecting 
_ public interest is the undoubted fact that drastic reductions in railway ser- 
vice carries with it drastic reductions in railway payrolls. Inasmuch as 60 
per cent of railway operating expenses are for direct labour, at least 40 
millions of dollars in the estimate of $75,000,000 would be represented by 
reductions in payrolls, which, accompanying the drastic reduction in service, 
- would further adversely affect the communities. Public interest can never 
be reduced to the confines of an estimate prepared by railway technicians how- 
ever expert they may be but, on the contrary, must necessarily be determined 
by public authority. I again allude to the refusal of the Canadian Pacific 
Railway to tell the Committee and the country just what is contemplated to 
_ be done as affecting specific communities and specific services. I am satis- 
fied that such an exposure would demonstrate the same impracticability as was 
so clearly demonstrated in the case of the Canadian Pacific program of line 
- abandonments, which was put to the forefront of the private C.P.R. sub- 
- mission to the Royal Commission on Transportation, but which, after the 
expressions of disapproval which followed its exposure before the Senate Com- 
mittee, has now been set aside as a serious proposal. 
While I think that no good purpose would be served by a further dis- 
- cussion of the Canadian Pacific estimate in the absence of disclosures of just 
what is contemplated, the officers of the Canadian National are available 
to the Committee for the purpose of giving evidence should this be desired. 


Yours faithfully, 


(Signed) S. J. HUNGERFORD, 
President. 
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Mr. Biccar: There is a memorandum from Professor McDougall, | 
answering the evidence given by Mr. Chase. Professor McDougall indicates 


certain mistakes that there were, as he admits, in his deductions from the — 


material before him, and he submits a number of tables of figures, and charts — 
showing curves with respect to certain kinds of expenditures, and so on. 

Hon, Mr. Hate: File it. 

Hon. Mr. Buacx: I think it should be accepted and filed. 

Hon. Mr. Horsny: Is it very lengthy? 

Mr. Biacar: No; it is just six pages. 

Hon. Mr. McRag: Put it in the proceedings. 

Statement from Professor McDougall was filed and marked Exhibit 105. 

Mr. Biacar: Then there is a letter from Mr. Percy E. Nobbs, of Nobbs 
and Hyde, architects, of Montreal, asking to be heard. He does not say in 
his letter, which is addressed to Senator Beaubien, upon what point he would 
like to be heard, but Senator Beaubien tells me— 

The Cae (Hon. Mr. Beaubien): I understand it is the Montreal _ 
terminal. 

Hon. Mr. Danpuranp: Then it goes by the board. q 

The Cuarrman (Hon. Mr. Beaubien): Gentlemen, Mr. Nobbs wants to ~ 
be heard on the Montreal terminal. 

Hon. Mr. DanpuRAND: There is a ruling on that. % 

The Cuairman (Hon. Mr. Beaubien): Shall we turn the request down? — 

The Cuarrman (Right Hon. Mr. Graham): I. thought we decided the 
- other night to turn down such requests. 

Mr. Biccar: The same course will presumably be taken with respect to_ 
a request, also addressed to Senator Beaubien, from La Ligue des Proprié- 
taires de l’Est, Montreal. The letter is signed by Mr. Roland Langlois, on 
behalf of that league, and contains a request for a hearing on the same subject. 

The CHatrMAN (Hon. Mr. Beaubien): Gentlemen, the same ruling? 

_ Hon. Mr. Danpuranp: The same ruling. 

The Cuarrman (Hon. Mr. Beaubien): Shall we decide to hear no more 
evidence? JI think that is the only fair course. That would apply to everybody. 
Is that satisfactory to the Committee? 


Some Hon. Senators: Carried. 
Right Hon. Mr. Metauen: I am informed that counsel to the Committee 
has made a summary of the evidence. He has not told me, but another member — 
has. If so, it certainly should be made available to all of us. j 
Hon. Mr. Danpuranp: The situation is of a somewhat delicate nature. 
Counsel for the Committee prepared a statement indicating the effect of the 


evidence given by the various witnesses who have appeared before the Com- g 


mittee. It was sent confidentially as a first draft, to the Canadian Pacific Rail- 
way and to the Canadian National Railways, as well as to the Chairmen and ~ 


_. Right Hon. Senator Meighen and myself. The railways were asked to give 


their views as to the correctness of the statement. I doubt if they have yet — 
agreed as to the draft— 


Right Hon. Mr. Mricuen: I do not care if they have agreed or not. 


Hon. Mr. DanpurAnp: But, remember, this was a first draft. I do not © : 


know whether the final draft has been made, but if it has I should like to know — 
whether it has been submitted to the railways. we 
Right Hon. Mr. Mrieuen: I do not care if it meets with the endorsation — 
of either railway. I have enough confidence in Mr. Biggar to value his summary 
of the evidence, with references, to know that it would be of use to me. I have © 4 


RAILWAY CONDITIONS 437 


ough confidence in him to depend upon his summary of evidence, without 
aving it O.K.’d by Mr. Fairweather or Mr. Flintoft, ot whoever would act 
or the two railways. 

_ Hon. Mr. Danpuranp: But I draw my right honourable friend’s attention 
to the fact that Mr. Biggar deemed it his duty to submit a confidential draft 
‘to the two railways. I do not know what his final draft is. Since he has come 
into contact with the two railways on the matter, I should like to be assured 
‘that the final draft has been submitted to the two railways, if Mr. Biggar feels 
that should be done. And if it has been submitted he can come back to this 


| Hon. Mr. Brack: That does not mean, I hope, that the evidence is to be 
hanged to suit the railways. . 
Hon. Mr. Danpuranp: Certainly not. 

The Cuarrman (Hon. Mr. Beaubien): May I say a word in explanation 


seful. It is a key to the very lengthy evidence that we have taken. As you 
‘know, the evidence runs into a good many hundred pages. Mr. Biggar has gone 
‘to the trouble of analysing the evidence of the various witnesses and stating the 
‘effect of it in a few words, and he gives references to the pages containing 
‘the evidence in full. Whether you are on one side of the ‘case or the other, so to 
speak, this summary will be of great use to you. I have a copy, and I think 
every other member of the Committee should have one. I am saying this so 
that you may be able to decide whether you want to be deprived of it or not. 
- Hon. Mr. Danpuranp: Nobody suggests that the Committee be deprived 
of it. The question is simply when Mr. Biggar will be in a position to submit 
‘his statement, after having been in contact with the two railways. 

’ The Cuatrman (Hon. Mr. Beaubien): Perhaps Mr. Biggar can give us 
an answer right away to the question put by the honourable leader of the Senate. 
Mr. Biacar: I can explain the position quite shortly, I think. The evidence 
‘is very complicated. There are an enormous number of facts, and I tried to 
‘arrange them in an intelligible sequence, with references to where the points 
‘are dealt with in the evidence. Naturally I had no confidence that I had over- 
Tooked nothing, and accordingly I submitted the brief to both railways. I got 
‘suggestions from both of them as to corrections that were required. The Canadian 
National took the view that the colour of the statement was not such as to 
Convey the right impression. I think I can put it fairly, probably, in this way, 
that the Canadian National’s main view was that this whole edifice of figures put 
forward by the Canadian Pacific was an imaginary edifice, that the figure: 
were all illusory. 
- Right Hon. Mr. MeicHen: And wanted you so to report? 

Mr. Bracar: No. I think that would be putting it a little unfairly. 
Right Hon. Mr. MeicHen: The point is, they complained. 

Mr. Biccar: That that would colour, as it were, the whole presentation, 
and that to take successive figures, of which there were a great number, and 
to say that the evidence with regard to a certain figure was so and so, on one 
side, and such and such, on the other, gave it a reality and body which basically 
it had not. I hope I have made myself intelligible. 

Right Hon. Mr. Meicuen: Just as intelligible as the idea itself. 
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_ Mr. Biaear: It is on that account that I hesitated to go any further. wit 
it. It was really intended to be expository, not as argument. | 


Right Hon. Mr. MztcHmn: That is all it should be. 


Hon. Mr. McRazg: It seems to me that Mr. Biggar’s summary man be ver 
important, indeed, almost essential. He has the full confidence of the com= 
mittee and the matter can be safely left to his judgment. I would suggest that. 
when ready the summary be printed and distributed the same as are the minutes 
of our proceedings. A number of people throughout the country are following 
this question very closely, and they complain they are lost in the maze of 
evidence, and are anxious to get a reference to the important points in which | 
they are interested, without having to go through the entire proceedings. x 

Hon. Mr, Danpuranp: Then we will leave that in the hands of Mr. Biggar, 

The CHarrMAn (Hon. Mr. Beaubien): When can we have that? _ 

Mr. Biacar: The beginning of next week. 

The CHatrMAN (Hon. Mr. Beaubien): Is that decided? 

Some Hon. Mrempsrs: Carried. a 

Hon. Mr. Danpuranp: We have closed our evidence. When shall we a? | 
to discuss the possibility of a report to the Senate? 

Right Hon. Mr. MrigHen: We shall have to meet to review what should 
be the nature of our report. It does not appear very hopeful that we shall have | 
anything like a unanimous report, but we ought certainly to go through the 
formality of discussing it. 

I would suggest that if Mr. Biggar can have his synopsis in our hands by 
say, Monday morning, we shall have the day to review that analysis. Then 
we might meet on Tuesday and decide in as dignified and brief way as we can} 
how we shall set about providing the House and the country with our judgment | 
in this matter. I hope it will not be a case of getting to the country what the 
Government want-on one hand, and what on the other hand the people think 
should be done. Personally, I have given up hope of a unanimous report, bu 
I should not like our proceedings to come to an end without a sincere and dis-| 
passionate attempt to agree on what we feel should be reported. It should not | 
take more than half an hour. After that we can go to work and get our report 
ready. Our report should be submitted certainly by Wednesday, unless we} 
want the Senate to be treated with contempt if this matter be discussed on the 
last day of the session, or anything like that. ; 

Hon. Mr. McRaz: Mr. Chairman, I find myself in a rather difficult po 
tion. I think most members of the committee are aware that I was not favour- 
able to unification as it was presented to us. My reasons for that view I shall} 
give in detail when the opportunity is accorded. I do realize, however, the | 
responsibility of the Senate with respect to this question. Regardless of what 
our objective may have been, there is no doubt that the people are expecting | 
something concrete from our two sessions’ work. é| 

I voted against the motion of the right honourable leader of the Opposition 
in the House— 4 

Hon. Mr. Danpuranp: I do not admit there is such a thing as an ae 
in the Senate. 

Hon. Mr. McRan: I am glad to hear the honourable leader say that. | 

I voted against the motion of Mr. Meighen, for the simple reason that, as) 
I saw it, it led nowhere. It would open up before this committee, almost at ‘the | 
close of the session, the same old story of a wrangle over the evidence, counter- | 
evidence and sur- -counter- evidence, and next year we should find ourslves in the 
same position as we are in to-day. I must say that if Senator Dandurand in- | 
troduces his motion, I shall have to vote against it. 

Hon. Mr. Danpuranpb: What motion? 
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Hon. Mr. McRas: A motion along the lines indicated with respect to what 
may be expected from co-operation. Co-operation promises nothing better than 
continuing what we have had up to the present. 

I join with others in saying that it would be almost a calamity if we were 
_ to close the work of this committee without presenting some concrete proposal 
to solve the railway problem. The river of national expenditure, which has 
_ been added to by the tributaries which have been coming in every year, is now 
4 et ae stage, and we must do something to help maintain the solvency of 
» Canada. ; 

‘ I have in mind that there may be some way out of this difficulty, and at 
our meeting next week I shall take the opportunity of proposing a solution 
which I hope will be agreeable to all sides. 

; The credit of Parliament, and particularly of the Senate, is at stake. It 
- will be a calamity if we go away with nothing more accomplished than the hope 
_ of co-operation, for, judging by what has happened during the past five years, 
- co-operation means nothing but a continuation of the present situation. 

There must be some way in which we can get to the bottom of this problem, 
- and my suggestion will be along that line. 

a Hon. Mr. DanpuraAnp: I would suggest that we do not now fix the hour for 
meeting on Tuesday. We shall be in a better position to make our arrangements 
_ after the Senate rises Monday evening. 

Right Hon. Mr. Mricuen: It will be Tuesday morning? I do not care what 
hour you decide on. 

Hon. Mr. Danpuranp: Yes, we will sit on Tuesday morning. We require 
a little leeway so that if there is a chance for Parliament to close its labours 
at the end of the week, the Senate may be able to perform its primary duty of 
dealing with whatever legislation may come before it in time for prorogation. 
The CuatrmMan (Hon. Mr. Beaubien): Gentlemen, is it your desire that we 
_ adjourn until Tuesday morning, the hour to be fixed later on? 


Some Hon. Members: Agreed. 


The committee adjourned until Tuesday morning next, May 9, the hour 
to be arranged later. 
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(Extracts from the Minutes of Proceedings of the Senate for March 7, 1939) 


Resolved,—That, with a view of completing the inquiry pursued during 
last session by the Special Railway Committee of this House, and preparing 
and submitting an adequate report on such inquiry, this Special Committee 
be re-appointed with a view to inquire into and report upon the best means 
of relieving the country from its extremely serious railway condition and 
financial burden consequent thereto, with power to send for persons, papers 
and records and that the said Committee be re-appointed with the same per- 
sonnel and, therefore, that is consist of the Honourable Senators Beaubien, 
Black, Buchanan, Calder, Cantley, Coté, Dandurand, Graham, Haig, Hugessen, 
Horsey, Jones, Hardy, McRae, Meighen, Murdock, lene Robinson, Sharpe: 
and Sinclair. ‘ 


MINUTES OF EVIDENCE 


THE SENATE, 


Turspay, May 9, 1939. 


The Special Committee re-appointed to inquire into and report upon the 
t means of relieving the country from its extremely serious railway con- 
on and financial burden consequent thereto, met this day at 11 a.m. 


Right Hon. Mr. Graham and Hon. Mr. Beaubien, Joint Chairmen. 
_ The CuarrMan (Hon. Mr. Beaubien): Gentlemen, are you ready to begin? 
- Some Hon. Mrempers: Yes. 


- Hon. Mr. Danpuranp: Would you allow me, Mr. Chairman? My right 
ourable friend (Right Hon. Mr. Meighen) and Senator Haig asked the 
nadian National representatives to produce a statement of the lines that 
acquired after 1931. It was filed. I asked them to give details of those 
and I was surprised to find that it had been prepared. .I simply want 
d that list to the exhibit so we may know exactly where those lines were 
_and what they represent. 
Right Hon. Mr. MricHen: This does not distinguish between lines built 
and lines acquired, which is a very great difference. 
Hon. Mr. Danpuranp: When I presented the branch line bills some years 
‘it was decided to build some twenty-five or twenty-six lines in the West. 
would be in that list. | 
_ Right Hon. Mr. Meicuen: Yes, but there is no distinction between those 
uilt and those acquired. 
| Hon. Mr. Danpuranp: Then I will ask that this be divided into two lists, 
hich can be filed. 
_ Hon. Mr. Rosinson: Is that going to be printed? 
~The CHairMAN (Hon. Mr. Beaubien): Yes. 
Hon. Mr. McRagr: Mr. Chairman, when the committee adjourned on Thurs- 
ay last, I promised that at this meeting ' would submit a proposal for the 
deration of the committee, and with your permission I should like to do 
sO now. 
lL approach our problem with a sincere regard for the public interest and in 
he hope that this committee after two years’ effort can arrive at a report to 
e Senate which will be helpful in the present railway situation. For these 
easons only, I feel impelled to submit to the committee my proposal. 
I know that Senate committees are supposed to be free from party con- 
lerations, but rightly or wrongly, there has crept out to the country the 
pression that politics are playing a part in the conduct of our proceedings. 
sure, in these very difficult times, many honourable senators, like myself, 
entirely lost their party passions and that with every member of this 
ittee party passions have at least been greatly subdued. I am sure you 
1 all agree with me that the only thing we are here to consider is, what is 
est interest of the country as a whole. It is therefore highly important that 
y report this committee may make should be high above and divorced from 
y charge of party politics and also free of the charge of being influenced 
y either railway system. 
In the beginning of our work the only benefit I could see which might 
ne out of our inquiry was educational, that is, to give the facts to the country. 
Byes 
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We should now, however, recognize that notwithstanding that our report wi 
ordinarily be confined to the particular matter referred to us, as ourinquiry pre 
ceeded and the press gave publicity to the hearings, aided by the discussion | 
many individual citizens throughout the country, a large section of the pu 
have come to regard our inquiry as one which should result in the solu 


to a more complete evaluation of the entire railway situation than it is possib 
for this committee to bring in. 4 
Nevertheless, I honestly believe that with this responsibilty resting on 0 
shoulders any failure to bring in a recommendation at this time which w 
point the way to an impartial judgment, free from any political consideratio: 
or railway influences, will leave us subject to the most violent attacks by tho 
who to-day are agitating against our democratic form of government, and mo 
particularly those who are attacking the Senate of Canada. Our failure to cor 
to a constructive finding after our two years’ work, I feel would be a disered 
to every member of the committee and would greatly injure the standing 6 
the Senate itself. The problem is now on the doorstep of Parliament. 14 
endeavour to sidetrack it, to avoid it or to bring in an innocuous report, woul 
be little short of calamitous and furnish a clear example of the inefficiency — 
Parliament itself. It therefore seems imperative to me that our Committee 
should come to some constructive recommendation which promises an impart 
inquiry into our entire steam railway problem. : :: 
Our inquiry has been almost entirely confined to the savings which wo 
result from unification. As I have often said, I am opposed to unification 
presented to the Committee. I am certain, as matters stand to-day, that 
ereat majority of Canadians are opposed to unification. That proposal, ev 
to those who desire it, is therefore impossible of fulfilment at this time. 
The larger problem of the future of our steam railways has been barel 
touched. The financial picture, except as affecting savings in operation, ha 
also not been inquired into. Many other correlated factors remain to be 
closed. Collateral issues, such as unemployment, have also to be consid 
and passed upon before anything like an intelligent, safe, opinion can be arriy 
at as to how the country should deal with this all-important matter. S| 
There is much need to inform the public with regard to the unfortum | 
position in which our railways, in common with railways in the United Stat 
find themselves. It is my opinion, that the ever growing competitive transport 
tion services have put our steam railways, operated as they are to-day and 0) 
the present rate structure, entirely out of the class of “profit-earners,” for al 
time. The march of time knows no retreat. At present some people belie 
unification would be the end of our railway deficit. This is very far from t 
fact. Others think that, given time, with our Canadian National Railways 1 
‘nterfered with and with a revival of business, deficits will disappear. 
too, is equally erroneous. Everyone is agreed that railway rates canno 
advanced, a procedure which is usually followed where a business cannot 
both ends meet. In view of the present financial position of the Domin 
obviously the present railway situation cannot continue indefinitely. The ig 
ment day is certain to arrive. 4 
The real question which still remains, after reviewing the entire rail 
way situation, is—what can be done in the National interest to relieve W 
taxpayers? When a solution is finally proposed, it must be one which wi 
have the support of the majority of the Canadian people; hence the necess: 
of an impartial report which will carry conviction. oo 
It is with a full appreciation of the situation that I submit to you for y 
consideration my proposal, which is as follows:~ a 
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Tha me we ee orient to the Government the appointment of a Board of 

eminent Canadian judges, the chairman to be a member of the Supreme 

; of Canada. 

fhe duty of this Board will be to inquire into all matters affecting our 

railway problem, their financial, operating, labour and similar correlated 

8; 

To review all the evidence from and including the Duff Royal Commission 

1932 and all the evidence available taken before Senate Committees since 

time, including the present special Senate railway inquiry; 

To consider the present position of our steam railways and the probability 

their making necessary earning in the future; 

To report to the Government what, in its opinion, keeping the National 

terest in view, could be done to improve the railw ay situation in Canada; 

4 The Board to be empowered to engage Counsel and such other expert advice 

tt may find necessary to enable it to arrive at a conclusion on any of the 

ae points which may arise in its consideration of our steam railway 
em. 

_ The members of this Committee will note that: I have endeavoured, in my 

pr ‘oposal, to accomplish the following: 


_ Fust—To place this question before a Board far above any reproach of 
tical or railway influences; 


_ Second—The findings of this judicial body will carry weight with Canadians 
erally. Canadians, quite properly, have a high regard for our Courts and 
Id have a similar respect for the findings of this Board of judges. 


_ Third—The conclusions of this Board would cover all essential points which 
30 to make up the present railway problem, and its possible solution or improve- 


_ Fourth—The expense of this Board would be very small indeed compared 
the amount at stake. Practically all of its work would be done in the 
f Ottawa. The employment of Counsel, familiar with the voluminous 
fidence on file, would greatly facilitate its efforts. The Board would only 
quire such expert advice as it might find necessary in order to enable it to 
rive at a satisfactory conclusion on any point in doubt. This item of expense 
‘be the minimum the situation necessitated. 


ifth—The Board would inquire into the problem as a whole, taking into 
nt what is best for the nation and not one section or aspect alone of the 
which is most difficult to judge separated from the whole. Its findings 
is way would be for the general good and well-being of Canadians. 


Sixth—The findings of the Board would undoubtedly prove of inestimable 
to the Government of the day in dealing with any eventuality which might 
r in our railway situation. 

May I say, as a member of the Committee, after attending its meetings 
he last two sessions I have come to the firm conviction that this question 
be lifted out of the atmosphere in which we now find it, if anything 
-while is to come out of our inquiry. 

he exigencies of the situation demand that we place this question before 
ghest and most unbiased judicial body the country can command, whose 
om on the entire railway problem will be accepted by the Canadian 


Tt is with this hope that I submit for your consideration this proposal. 
. ‘Hon. Mr. Danpuranp: Mr. Chairman, I do not know if the members of 
> Committee are in a position to express offhand, on hearing the statement 
tor McRae, an opinion on the suggestion that he brings before this 
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Committee. Le there is anyone around this board who is disposed to 0 er 
an opinion either in favour or in contradiction of the statement, he can 
do so now. I am not in a position to enter into a discussion of that state- 
ment, but I think that all those who have any clear opinion as to what our 
report should be should now, or to-morrow, present their views in order that 
we may examine them all and come to a conclusion. A 

I moved the adjournment of the Senate on Thursday evening last with 
the idea that I would have to make some suggestions to this Committee as to 
the nature of our report. I may say that on Friday and Saturday, closeted 
in my library, I gave my attention exclusively to that work. .The result ¢ of 
my labour will be here in a few minutes—it has had to be whipped into shape— 
and I will submit it to the Committee. If there are any other members who 
are now ready, or who will be ready before we adjourn, to submit a statement 
to the Committee, they will of course do as I have done, and will bring their r 
views before it in concrete form. In the meantime I leave the floor to any mem-. 
ber of the Committee who desires to speak on this matter. In five or ten 
minutes I shall have the statement. 


Hon. Mr. Buacx: Has the leader of the Government any suggestions | 0 
make on the report submitted by Senator McRae? Perhaps he does not car re. 
to make any comment at the moment. i 


Hon. Mr. Danpuranp: My idea as to Senator McRae’s proposal of 2 
tribunal to dominate the whole situation and direct the work of co- “open 
is this. My honourable friend speaks of three judges being appointed to 
examine into the evidence.of the two Royal Commissions and of this Committee, 
such judges to be empowered to call experts. I am not at present disposed to 
think it would be easy to find three members of our judiciary to do this work, 
even if one of them be a member of the Supreme Court. If we had to decide LO 
proceed on those lines we would select Sir Lyman Duff; but he has already 
presided over the Royal Commission which bears his name, and it would be 
somewhat difficult to enlist his services in a revision of his own work of 1981 
and 1932. The question is where we would find the necessary mental equipment 
for tackling such a large problem. We all know—and I can speak about it now 
a little more freely—that although the Right Hon. R. B. Bennett made very 
many good appointments, he admitted that he was most disappointed in regard ~ 
to the case of Mr. Justice Fullerton. It was apparently one of those accidents — 
which occur at times in the performance of a duty that is carried out 
the best. intentions and the firm conviction that no error is being made. I th 
my right honourable friend who is facing me (Right Hon. Mr. Meighen) 
admit what I say, although perhaps, because he was a member of the Cabi 
he cannot express himself on the matter. But I know personally of the very 
creat Aeohnaiihe cit occasioned the Government by the absence of ability and 
the apparent unfitness of Mr. Justice Fullerton to do the work confided to him. 

I am simply making a preliminary statement. It is not my intention 
to express an opinion on the proposal of my honourable friend General Me 
Before noon, and perhaps within a few minutes, I shall be able to present w 
I sincerely believe to be the only solution of the problem before us. It. 
then be for the Committee to examine into my suggestions and the sugges 
of General McRae; then if other members of the Committee are so inclined 
they can bring before us whatever information they believe should be imparted 
to us. 

Hon. Mr. Cauper: Mr. Chairman, so far as I see the situation now, at the 
end of our inquiry, as indicated by the reference to this Committee, we have 
before us only three or four methods whereby economies can be effectec 
These methods are: co-operation—what you might call enforced co- operation; 
unification, — ; _ 


Hon. Mr. Buack: Is that unification of management you mean? = 
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R Hon. Mr. Carper: Unification of management and of physical properties 
_and everything else; and some other possible method that might come out of a 
further inquiry as suggested by Senator McRae. Senator McRae says he does 
not like unification. He probably does not like enforced co-operation, and he 
may think voluntary co-operation is worthless. Well, what other scheme 
does he ever think it will be possible to bring before Parliament? He does not 
indicate. If his suggestion means anything it simply means a review by a 
' judicial body of all that is before us now, and an expression of opinion upon the 
evidence by that body instead of by ourselves. 

q Right Hon. Mr. Mricuen: I do not think I have anything in particular 
_to say now. If I heard Senator Calder correctly, he referred to one means which 
had been proposed as unification of physical properties, consolidation. So far 
as I can recall, that was not suggested. If it were, I should be against it 
entirely. 


Hon. Mr. Cauprr: Only as to utilization of the properties. 


i Right Hon. Mr. Mrtcuen: I would not for one moment favour anything 
like unification of the properties. 


Hon. Mr. Hate: I think we should adjourn for half an hour, while await- 
ing Senator Dandurand’s statement. 


q 
‘i } 
\ 
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‘ The CuHatrMan (Hon. Mr. Beaubien): Unless some other member wants 
to speak on Senator McRae’s suggestion. 
Hon. Mr. Rogpinson: One very important development of recent years 


in transportation was not dealt with very much in the evidence, but according 
to one paper which was submitted here it seems to be the largest factor in 
causing railway losses. I refer to highway competition. A question to my mind 
is whether we should make any suggestion about that. Senator Meighen 
“suggested as one way of controlling the situation that the Dominion Govern- 
ment might. declare the highways to be works for the general advantage of 
ae 


Right Hon. Mr. Mrichnn: That is constitutionally impossible, though. 
Hon. Mr. Rostnson: I think that suggestion is worthy of consideration. 
Right Hon. Mr. Mricuen: I have an idea that Mr. Hepburn and Mr. 


z. 

: 

Duplessis are against it. 

Hon. Mr. Cauper: Senator Meighen did not suggest that that be done. 
-~ Hon. Mr. Rostnson: No. He said it could be done. It seems to me that 
the highway competition is unfair to the railways, that they are manacled by 
it in many ways. They are not able to compete freely with trucks; they 
cannot quote a rate unless they first get approval of the Board of Transport 
+ Commissioners. Truck owners can do what they like, apparently. They are 
not bound by labour agreements; they can run a truck for a little while, and 
when the time comes to pay for it, they can go into bankruptcy. The rail- 
ways cannot do anything like that. I was just wondering whether we should 
not make some recommendation in connection with the very important matter 
of highway competition. 

A Hon. Mr. Catper: Should we have to build and maintain the highways if 
they were declared works for the general advantage of Canada? 


Hon. Mr. Hate: We certainly should have to. 

Hon. Mr. Ropinson: We are pretty nearly doing that now. 
Hon. Mr. Caper: Oh, no, not by a long way. | 
Hon. Mr. Buacx: I think Senator Robinson has touched upon a very 


: ‘important factor in the transportation problem. If he could suggest some means 
whereby we could overcome it, it would be of even greater help. 


Hon. Mr. Rosrnson: We had a suggestion from Senator Meighen. 
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Hon. Mr. Horsry: I men the problem will work itself out in time. We | 
have had evidence that it is nok economical for trucks to transport goods except 7 
on short haul. % 

Right Hon. Mr. MricHrn: The suggestion I made was merely ‘a constant 5] 
tional method which could be adopted if it were wise to do so. But I did not © 
suggest it was wise to do so. I know there would be antagonism of the most — 
flaming character from nine governments. 


Hon. Mr. Buack: Highway competition seems to me to be the stumbling 
block. I would support regulation of motor traffic, if it could be done. 


Hon. Mr. Horsey: Personally I am in oor of enforced co-operation, — 
and letting the situation work itself out, as it will and certainly must. Uneco- — 
nomical transportation by truck is not going to continue indefinitely. § 

Hon. Mr, Brack: Of course, there are truck companies in all provinces ~ 
which are apparently making money. They do not admit that they cannot ~ 
carry on. ~ § 

Hon. Mr. Horsny: They are making some money under present conditions. 

Hon. Mr. Catper: There is one field in which we have jurisdiction, and “¢ 
that is the air. If we look forward to a period of ten years, I think it is safe ~ 
My forecast that thousands upon thousands of aeroplanes will be carrying freight — 
then. 

Hon. Mr. Horsny: I disagree with the idea which has been expressed by ~ 
some here that railway transportation is a dying business, and that it will © 
entirely pass away in time. The history of transportation shows that once ~ 
an avenue of transportation comes into use it remains in use. For instance, — 
_ there have been many changes in the craft which are used for water transport, — 
but we still have water transport. And down through the years there has been ~ 
road transport. We have had railways for nearly a century, and in my opinion ~ 
we shall have them for a long time yet. It may be that the trucks will help | 
the railways, as I believe they have in Australia. 


Right Hon. Mr. Mricusn: I agree with Senator Horsey that the railway & 
business is not dying. It will not die in our time, It is simply a diminishing 
business, in the same sense that the street car business is. And the area of © 
invasion, I would gather from the evidence, is likely to grow. : 

Hon. Mr. Hate: The development of snow clearing machinery has made — 
it possible to use highways throughout the year in provinces where a few ~ 
years ago the highw ays were closed from the first of December to the first 7 
of April. I have in mind the Prairie Provinces. Manitoba now has continuous — 
motor traffic on all highways the year round. “ 

Hon. Mr. Horsry: Railway transportation is improving, too. 


Hon. Mr. Hate: Senator McRae mentioned that the cost of modernizing — 
rail transportation to meet competition by motor cars, trucks and buses, 18 
very high, as shown by experience in the United States. That is what I am © 
afraid of. eo 

Hon. Mr. Rosinson: Are we going to sit in camera when we make our 
report? 4 

Hon. Mr. Carper: It is not easy to sit in camera. I remember one occasion — 
when I suggested we sit in camera, and there was a terrible howl over it. I 
forget what the committee was, but I thought the work was of such a character 
that we should sit in camera. However, we did not. 4 

Hon. Mr. Horsey: I do not think our railway problem is one that we can 
settle offhand in some Utopian way. But we ought to be able to make recom- 
mendations which, if followed, would in time improve the situation. . 

Hon. Mr. Renee I an Senator McRae’s proposal contains a number oS 
of good suggestions that are well worth considering. : 
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Hon. Mr. Danpuranp: I will go up to my room and see if the document 
col Picining the remarks that I wish to make is ready. 

Hon. Mr. McRas: While we are waiting for Senator Dandurand to return, 
3 should like to know if arrangements have been made to have a miniature 
of this wall map incorporated in our report. I imagine one of the photographic 
“departments of the Government could do the work very satisfactorily. I do 
-not know whether that has been arranged. 

~The CuHatrmMan (Hon. Mr. Beaubien): I do not think so. 


_ Hon. Mr. Cauprr: It has been represented to me, Mr. Chairman, that the 

map is no good at it does not represent anything of importance. For instance, 

y hen you put your finger on that green line and say it is paying its way, it 

must be remembered that this is simply by contrast with the lines which are 

in the red. 

' Hon. Mr. McRasz: Of course, it is a profit distribution on a certain basis 

-which, I think, we all understand; but by and large this map is a pretty good 

descriptive example of the situation. It would be helpful to have a miniature 

of this map in the record. 

' Hon. Mr. Hare: There is a map in the record. 

_ The Cuatrrman (Hon. Mr. Beaubien): A miniature has already been 

_ prepared. 

Hon. Mr. McRaz: I think a copy should go into the record. 

: The CurrkK or THE CommitrEe (Mr. Hinds): The Canadian National 
supplied us with twenty-five copies, but it has not been reproduced in this 

printed record. It is a reproduction of the map on the wall. 

Hon. Mr. McRaz: I move that a facsimile of this map be included in the 

| official record. 


; Hon. Mr. Horsey: I second the motion. 
Right Hon. Mr. Mricuen: Carried. 


_ The Cirrk oF THE CommitreE (Mr. Hinds): The map will be Exhibit 
No. 106. 


| to a circular which came to me the other day, and which I presume has been 
received by other members of the committee. It is issued in favour of the trucks. 
it is published in Detroit and is headed, “Ridiculous Regulation and What it 
Means to You.” It proceeds:— 


A certain State Senate has passed a bill--sponsored by railroad 
interests—limiting the load of gasoline which can be transported over the 
highways to 1200 gallons, reduction of some 2400 gallons. This is a 


- does it mean to the ordinary citizen? 
q ts First of all, it is a step toward higher gasoline prices. It is logical 
to expect that if delivery costs go up, gasoline prices will go up. 

It means higher taxes. Somebody—probably motorists—will have 
to pay the huge sum now collected in road taxes from gasoline haulers. 


| 
| 
i Now comes the paragraph to which I wish particularly to direct the attention 
of honourable members:— 

It means that hundreds of truck drivers will be thrown out of work. 
A half-dozen men can deliver a 50-car trainload of gasoline. Some 125 
men have employment when the same load is delivered on motor trucks. 


4 Hon. Mr. Capper: Terrible! 
Hon. Mr. Murvocx: There is a boost for the motor truck industry. 
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| Hon. Mr. Murpock: While we are waiting, I should like to draw attention | 


grave blow to the men who make their living hauling gasoline, but what. 


= 
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The CuatrrMaNn (Hon. Mr. Beaubien): Order, gentlemen. Senator Dandurand — 
has the floor. 4 


Hon. Mr. Danpuranp: Mr. Chairman, I am now presenting what at alld : 
events are my views. I have not submitted them to any member of the committee. — 
They may be accepted and shared by a certain number of my colleagues, they 
may not be, but this is the contribution I make to a solution of our railway. 
problem, hoping that out of the discussion which may follow—not necessarily 
this morning—we may whip into shape a report that will commend itself: tom 
the Senate and the country. ‘ 


REPORT OF SPECIAL COMMITTEE ON THE RAILWAY SITUATION 


The Special Committee of the Senate which was appointed on March 30,” 
1938, to inquire into and report upon the best means of relieving the country — 
from its extremely serious railway condition and the financial burden apper- 
taining thereto begs leave to report as follows:— , 

The Committee made an interim report on June 30, 1988, after having 4 
held 43 sessions and examined 31 of the principal officers of the two railway — 
systems. With a view to completing the inquiry the Committee was re-appointed 
on March 7th of this year, since which time it has held eleven sessions and ~ 
examined fourteen further witnesses. The proceedings of the Committee, as 
recorded during the session of 1938 and to date during the present session, ~ 
covered 1,865 printed pages, and 105 exhibits bearing on the problem have been 
filed with the Committee. % 

The submissions to the Committee have been of great value and intefestl 
to the members, and have served to enlighten the country at large upon this | 
very important question. As a result of the inquiry, it is possible that the ™ 
Canadian people have acquired another view—possibly a totally different view ~ 
—as to what our National Railway property stands for in the life of the Cana-~ 
dian people. To many it has no doubt seemed that our National Railways have — 
been, as it were, a drag updn Canadian progress because of the deficits. To many 
Canadians it will doubtless be news that the Canadian National Railways have- 
no operating loss and that the deficits, about which so much has been heard and ~ 
which admittedly have such a serious effect upon our national finances, pertain ~ 
entirely to interest charges due public investors and relate for the most part to — 
former privately-owned lines which the government took over and continued — 
in operation in the national interests. It is important also to bear in mind that ~ 
the interest referred to is guaranteed by the government of Canada and is a © 
continuing obligation regardless of what disposition be made of the National 
ae “a 

The Committee was impressed with the large measure of public service 
rendered by the Canadian National Railways in the interests of pioneering and — 
development, the cost of which is included in the deficits referred to. These” 
services are of great value in the economic development of the country, bu i. 
cannot be operated at a profit from the purely railway standpoint. It is felt 
that it would be disastrous policy to attempt to eliminate railway deficits by 
the withdrawal of essential railway facilities. ‘ a 

There was exhibited before the Committee a large scale map indicat 
that out of a total of 21,972 miles of line in Canada, and’ on a traffic level equal 
to 1937, 4,034 miles earn enough to pay operating expenses, taxes and interest — 
charges, 4,087 miles pay operating expenses, but fail to earn sufficient to full a 
meet. taxes and interest, while 13.851 miles fail to earn enough revenue even 
to pay operating expenses. From this it will be noted what a large percentage of 
non-paying Canadian National mileage has to be carried by the paying or 
marginal lines. Nevertheless the marginal and the non-paying lines make a ~ 
valuable contribution to the national life of Canada, which contribution cannot 
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_ be measured by the yardstick of ordinary business return. It has been utilized 
as an instrument of national development and obliged to operate extensive 
mileage for reasons of national policy. 

_ The Committee was impressed also with the great potential value attaching 
_ to National lines which are located so as to make possible the development of 
the immense mining and forest areas of Northern Canada. The National 
_ Railways was splendidly located for the future development of the Dominion, 
, and if the evidence taken by the Committee should do nothing more than direct 
_ attention to the potential value of the National Railways to the future of 
_ Canada it will have served a useful public purpose. 

o - In like manner, the evidence placed before the Committee has been illus- 
~ trative of the value to the Dominion of the Canadian Pacific Railway system. 


_ What the Canadian Pacific has meant to Canada, both at home and abroad, is,- 


_ your Committee feels sure, appreciated by all thinking Canadians. It has shown 
_ courage and enterprise, has had a major share in the development of Western 
_ Canada, and Canadian Pacific Service has been a credit to this country in all 
_ parts of the world. The financial reputation of the Canadian Pacific has been 
equally high, and no other field of investment in normal times seemed to offer 
- greater opportunity. In that way, the Canadian Pacific has attracted to the 
~ Dominion much capital from all parts of the world, and the credit of that 
~ company has been second only to that of the Dominion itself. That the earn- 

_ ing power of the Canadian Pacific under present abnormal conditions has been 
' so seriously impaired is no reflection upon the management of that company, 
but is largely due to world conditions from which its national rival] and prac- 

© tically every railway on the North American continent has been suffering. 

a. Notwithstanding this general situation, Sir Edward Beatty assured the 

' Committee, during its 1938 inquiry, that he was not alarmed over the outlook 

| for the Canadian Pacific Railway. By strict economy that company has been 

' able to survive the stress of recent years, and he looked forward with confidence 
_ to the future. It is satisfactory to note also that at the recent annual meeting 

' of the Canadian Pacific shareholders, Sir Edward Beatty found it possible to 

' state that it was his conviction that in spite of the difficulties which it faces, 

' the Canadian Pacific is in a position to maintain its independent: existence 

' .for years to come. 

e One prominent fact develops from the evidence adduced before the Com- 
mittee, namely, that the trend of railway transportation in Canada, as else- 
_ where, is steadily downward. That evidence shows that a comparison of the 
_ years 1935, 1936 and 1937 with 1923 indicates an appreciable increase both in 

' production in Canada and in the volume of banking business, while, on the 
' other hand, the gross revenues of the railways show a decline amounting to 

| 26 per cent in 1937. This decline has taken place notwithstanding the fact 


| to 11 millions in 1937. 


' of competition on the highways, inland waters, and shipments through the 
Panama Canal. The major development of highway competition occurred 
between 1923 and 1937. During the same period purely Canadian traffie through 


Canadian freight through the Panama Canal from 1 million to 4 million tons 
~ annually over the period. At the same time, passenger traffic on Canadian rail- 
_ ways declined also 50 per cent. ; aoe 
i Evidence given to the Committee indicated that highway competition is 
_ practically unrestricted as regards regulation, carries the cream of the traffic, 
| and operates most effectively during the non-winter months. As opposed to this, 
' the railways are extensively regulated, and must operate under all weather con- 
| ditions. Because of these disadvantages to the railways, the government has 


o 


‘a 
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| that the population of Canada increased from approximately 9 millions in 1923 


The principal reasons for that decrease may be attributed to the crowth 


' the Welland Canal increased from 3 million tons to 11 millions, and purely | 


recently offered a measure of relief through the “Agreed Charge” feature of — 
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“The Transport Act, 1938.” By the provisions of this Act, the railways are © 
now enabled to make contracts with shippers on an “agreed charge” basis for — 
through business. It is too soon to determine the possible effect of this new — 
legislation upon the situation, but your Committee is satisfied that the position 
of the railways to-day in the transportation field is quite different from that 
of 1923. 3 
In the opinion of some members of the Committee the emphasis which 
has been placed upon Canadian National deficits has from the outset of the 
inquiry placed our National Railway System in a somewWhat false position: — 
before the public who, previous to this inquiry, had no comprehensive knowledge 
of the development of the Canadian National System and the service it has 
rendered to the country. Unfortunately its debt and deficits seemed to stand as 
an indictment against its administration, and although Canadian Pacific busi- 
ness was also on the down grade, and was fighting its own battle, its contribu- 
tion before the Committee focussed entire attention upon Canadian National 
Railway deficits as though they were the cause of all our railway troubles. The 
psychology of this situation placed the Canadian National Railways in the 
position of having to defend and justify its administration. , 
The establishment of this Committee followed a campaign of propaganda 
on behalf of unification which has grown in intensity since the recommendations 
of the Duff Commission were placed upon the statute book. This campaign of — 
propaganda has not only hampered the working out of co-operative arrange-~ 
ments but has also obscured the underlying problem of the adjustment of the 
railway industry to the changed conditions brought about by the development — 
of highway transport. Your Committee is of opinion that the problem created — 
by highway transport is one which will require much study to co-ordinate the ~ 


new and the old agencies of transport so as to obtain the maximum economic — 


advantages of both. A very considerable part of the Canadian railway problem — 
arises from this veritable revolution in the art of transportation. a 

This chief proposal under consideration was that of the Canadian Pacific 
Railway for the unification of the two railways, it being contended on behalf — 
of that plan that savings of $75,000,000 annually could be made for the com- — 
bined properties on a 1930 traffic level, or of some $56,000,000 to $59,000,000 
on a 1937 traffic level. The Committee inquired closely into these possibilities, 
from which it appeared that only a portion of the savings could be definitely — 
measured, and these applied more particularly to road adandonments which, — 
in the judgment of the Committee, could not be made. 

Details of other savings relating to the closing of shops, stations and other 
facilities, as well as reduction of train services, were not disclosed by the — 
Canadian Pacific. Thus it was impossible for the Committee to give considera- 
tion to the proposals included in the larger sphere of savings, and the reluctance ~ 
of the Canadian Pacific to devulge this vital information because of possible 


public reaction did not assist the Committee to reach a conclusion favourable 


to unification. . 
This lack of vital information was not confined to estimated savings, but, 


as was developed during the 1938 sessions of the Committee, was apparent as 


well in the consideration of the possible distribution of joint savings between the _ 
government and the Canadian Pacific, when the Committee was unable to — 
ascertain from representatives of the Canadian Pacific Railway, except in general 
terms, how joint net revenue under unification would be divided. Further — 


leading questions to the Canadian Pacific in relation to financial matters under = 


unification, such as new capital requirements, refunding of Canadian Pacific 
maturing obligations in the event of unification, and the inevitable pledge that 


the government would be obliged to give in connection with the new borrowings, — 


all remained practically unanswered. 
In other respects also objections appeared to the Committee to the adoption — 
of unification, it being felt that any form of unification which attempts to 
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_ preserve within one administration the principles of private and public owner- 
_ ship would be unworkable, the state being bound to become involved financially, 
_ with the result that it would be impossible afterwards to unscramble the proper- 
_ ties and revert to the status quo. The adoption of such a policy would, in 
_ the opinion of many members of the Committee, lead inevitably to govern- 
- ment ownership of all Canadian railways. There was the added danger referred 
_ to by the Duff Commission which would be involved in setting up a railway 
- monopoly in Canada—a state within a state. In view of these considerations 
your Committee feel that unification cannot be recommended as a measure 
~ of public policy. 
In view of this your Committee explored as thoroughly as possible the 
alternative of co-operation. It was contended by officials of the National 
- Railways that all savings practical of attainment could be secured under a 
_ policy of enforced co-operation with respect to which it was held that savings 
of from $10,000,000 to $15,000,000 might be effected, even under present 
_ depressed condition of railway transport. Nevertheless, some members of the 
Committee felt that greater savings than these might be secured from unifica- 
tion if the people of Canada were prepared to pay the price of such drastic 
curtailment of railway services with attendant disabilities from the national 
and public standpoint as have been already alluded to. 
It is recognized by your Committee that the adoption of co-operative 
measure has been disappointingly slow. The recommendations of the Duff Com- 
“mission which, it is generally agreed, was a most excellent commission, have 
- never in fact been applied in a practical sense, and there is reason to feel that 
considerable economy can be secured from co-operation if it is approached 
earnestly and with a will to accomplish results. Your Committee sees no reason 
_ why duplicate services and duplicate facilities could not be dealt with effec- 
tively by co-operation, and it is not considered advisable to modify the terms 
of the Canadian National-Canadian Pacific Act 1933, except as regards dis- 
-_missal compensation for employees, until the possibilities of the present act 
have been more thoroughly ascertained. 


five years have elapsed since co-operation as a measure of government policy 
- became effective, so little has been accomplished. That criticism would seem 


be required to secure expected results. : 
The evidence submitted to the Committee makes it clear that Canada’s 


_ drastic measures may be expected to produce even greater problems on account 
of the disturbance to communities served, because railways in most of Canada 
are and will remain an essential part of the country’s transport facilities. The 
- Committee feels that the situation may be ameliorated by co-operation aimed 
at elimination of duplicate services where no essential public interest is involved. 
A further amelioration may be expected as the economic spheres of railway 
and highway transport become more clearly defined and the competition 
between them is placed upon a fair and equitable basis of regulation and taxa- 


e. governments not only in Canada, but in the United States and Great Britain. 
The Committee has looked closely into the suggestion of the Canadian 


firm of railway engineers and accountants of high standing, free from all interest 
in either railway system, to the end that such firm may study such evidence 
and especially its practical railway engineering and accounting features, and 
- make such physical examination as it may deem necessary, with a view to 
- making a full report as to what in the judgment of such firm would be the 
amount of savings which could be effected by a system of unified management, 


to the Canadian people. 


Complaint has been voiced by members of the Committee that, though 
to lose sight of the fact that even under unification five years and more would ~ 


- railway problem cannot be solved at one stroke. Any attempt to do so by © 


tion. This is the general problem which is actively engaging the attention of | 


- Pacific Railway that the evidence before the Committee be submitted to a 


and to what extent, if any, such savings would entail an impairment of services 
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After due consideration, the Committee reached the conclusion that the 4 
proposed reference to an outside body was not practicable in view of the fact _ 
that the essentials of the problem are not alone of railway practice, but involve © 


questions of broad national policy, which have to be decided upon by the Cana- 


dian parliament and its executives. Such responsibilities cannot be delegated. 5 
The Committee, however, would recommend that the evidence submitted — 
and the exhibits filed be reported, and thus made available to all who may be © 


interested in the Canadian transportation problem. It is felt that much valu- 
able evidence has been added to the public record. It brings up to date the 
record made available in the first instance by the report of the Drayton- 
Aeworth-Smith Commission of 1917, and so greatly added to by the Duff 
Commission of 1931-32. That Commission went more fully into the railway 
question than it has been possible for this Committee to do. The member- 
eship-of the Duff Commission included one of the leading successful railway 
executives of the United States, as well as the man who is now chairman of 
the London (England) Passenger Transport Board. That Commission, which 
made a physical examination of the principal properties of both railway systems, 
took occasion to close its report as follows:— 


We feel compelled, as a matter of public duty, to strike a serious note 


of warning to the people of Canada. Unless the country is prepared to — 


adopt the plan we have proposed, or some other equally effective measures, 
to secure the efficient and economical working of both railway systems 


and thereby not only reduce the burden on the federal treasury but — 
improve the financial position of the privately-owned railway, then the — 


only courses that would be left would be either to effect savings in 
national expenditure in other directions, or to add still further to the 
burdens under which the industries of the country are suffering by the 


imposition of yet further taxation. Failing the adoption of one or other ~ 


of these courses, and there are obvious limits to their application, the 
very stability of the nation’s finances and the financial credit of the 
Canadian Pacific Railway will be threatened with serious consequences 
to the people of Canada and to those who have invested their savings 
in that railway. 


The recommendations thus referred to were embodied in the Statutes of 
Canada, but their working out has been thwarted and impeded by a desire of 
one of the railways to impose upon the people of Canada a policy rejected by 
the Duff Commission for the same reasons which compel this Committee once 
more to reject unification as a measure of national policy. In the opinion of 
the Committee it is in the interest of the railways and of business generally that 
the uncertainty resulting from the Canadian Pacific agitation for unification be 


ended by frank recognition of the fact that unification of the railways is not — 


possible of adoption, and that further and more serious attempts should be made 


to give effect to the letter and the spirit of the Canadian National-Canadian — 


Pacific Act of 1933, the two railways to agree between themselves to a referee— 
preferably the Chairman of the Board of Transport Commissioners—for the 
adjustment of such differences as may arise concerning co-operative policies. 
That, in the opinion of the Committee, offers the only practical course looking 
to the improvement of our present railway difficulties. 

The Committee is of the opinion that this adjustment of differences with 


respect to co-operative measures can be accomplished within the confines of — 


the 1933 Act which, for the purposes of effecting economies and providing for 
more remunerative operation, directs both railways to agree, and continuously 


to endeavour to agree, upon such co-operative measures, plans and arrangements — 


as are fair and reasonable and best adapted to effect such economies. As to — 


the selection of a referee, that legislation provides that the Chief Commissioner 
of the Board of Transport Commissioners shall be presiding officer of any — 
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rbitrai tribunal, to which each railway shall appoint a representative. and on 
matters of sufficient importance two additional members may be appointed by 
the President of the Exchequer Court, or a judge of the Supreme Court of 
Canada. This provision of the Act has never yet been set in motion, though 
it may be invoked at request of either company. There, ready at hand, is all 
the legislation necessary to give effect to the Committee’s recommendation that 
the Chief of the Board of Transport Commissioners act as referee in the event 
‘of either railway company declining to consider a co-operative proposal 
emanating from the other railway. 
In concluding its labours, the Committee extends its thanks to the officials 
of the two Canadian railway systems and the various other witnesses who have 
“appeared before it; it also desires to express its appreciation of the services of 
Colonel O. M. Biggar, K.C., the Committee’s counsel, for his valuable assistance 
‘in facilitating the work of the Committee. The services of the joint secretaries 
‘and reporters also have been of the highest character. 
_ The Cuarrman (Hon. Mr. Beaubien): Now, Gentlemen, you have heard 
‘Senator Dandurand’s recommendation as to the report which this Committee 
‘should make. Is it your intention to signify whether the Committee will 
approve of it or not? 
_ Right Hon. Mr. Metcuen: Mr. Chairman, I think we should have some 
‘time to look over the report prepared by Senator Dandurand. I should not 
like to make any extensive comment upon it now. I feel grateful to Senator 
'Dandurand for advancing our progress to the extent that he has in making 
concrete suggestions to the Committee. My general comment is that the report 
does everything except what we are instructed to do by the resolution creating 
“us, as respects finding the best means of relieving the country from its very 
‘serious railway condition and financial burden consequent thereto. It finds 
‘no means at all. Iam in full agreement with many of the statements made in it, 
although I think certain corrections will be necessary, as they almost invariably 
are in any first draft of a report. I certainly am in agreement with the com- 
endations expressed at the close, not only to the witnesses, but particularly to 
Colonel Biggar, whose services I think have been ably and fairly discharged. 
_ While I am on my feet I will emphasize only one thing. I should very 
| earnestly like to see something emerge from this Committee which would bring 
| the solution of our railway problem nearer. I have the utmost respect for any 
| suggestion which comes from Senator McRae, but I should feel a sense of complete 
| dismay if the Committee adopted what he proposes. We are here to report to 
“the House the best means we know of for relieving the country from its 
extremely serious railway condition and financial burden consequent thereto. 
The Drayton-Acworth Commission sat for months on this problem, as did 
e Duff Royal Commission, both at great expense to the country. Those com- 
missions did excellent work, and our Committee, which has sat through two 
Sessions, has had the advantage of their proceedings and reports. If we were 
now to say that we are still in a fog and were to ask the Government to appoint 
another royal commission of three judges, I think the shock to the country 
| would be terrific. 
_ Further, let me emphasize this. We are living in serious times. There is 
| going abroad, possibly unjustified—in the main unjustified—an utter distrust 
/of our institutions, and especially of our Houses of Parliament. What will 
| happen if we simply say we want somebody else to look into this, after all that 
has been expected of us through these two sessions? I really should be in 
despair if such were the outcome of our deliberations and our efforts. In some 
‘measure this would apply to the suggested report read by the honourable leader 
(Hon. Mr. Dandurand). After you have got through with it, what does it say? 
Well, we have our deficits, we have our serious financial burden consequent on 
those deficits, we have had five or six years of struggle to save the situation by 
| co-operative measures, but with no or negligible results, yet we seriously suggest 
Ss 


or 
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that we continue on as we have been going and keep. carer upon the railways 
to co-operate. It is not very helpful. 

Hon. Mr. Danpuranp: Would my right honourable friend go one step 
farther, and suggest enforced co-operation? 

Right Hon. Mr. Mricuen: I thought the leader of the Government (Hon, 
Mr. Dandurand) had suggested that. 

Hon. Mr. DanpuRAND: Yes; that is to say, under the arbitral board. 

Right Hon. Mr. MrtcHmn: But the machinery for enforcement has been 
present all these years. The leader of the Government seeks in his report, | 
think quite unfairly—certainly quite without warrant on the evidence—to 
attribute the failure to invoke the compulsory clauses of the 1933 legislation” 
wholly to one system. . 

Hon. Mr. DanpuRAND: Not wholly. 5 

Right Hon. Mr. MricHen: I fear that is the effect of the report. I would 
only say that there was not the slightest evidence anywhere of any greater 
responsibility on the one system than on the other in respect of the failure of 
the measures provided by the 1933 Act. You can search the evidence line 
by line and you will not be able to find anything justifying a heavier assessment 
in this respect against one line than against the other. They each told us” 
that the odium of doing anything was so great that they did not like to do it. 
I wish I could think that that odium would become less in future, but I cannot 
see any reason for thinking so. It would be exactly the same in the future 
as it has been in the past; the very same reasons will apply. 

I will not make any further comment now. I suggest that we should naval 
an opportunity to study Senator Dandurand’s report and meet again as soon 
as possible. I am sure I can study it to-night. If we cannot bring in sugges- 
tions that will enable us to make a unanimous report, then we cannot. I wish 
we could all agree upon a report, but I have been afraid for some time that 
we could not. In that event it will be the duty of myself and of any others 
who have different views to state them definitely to the Committee. And if 
the time comes to do that, as I expect it will, I earnestly hope that nothing 
in the nature of a party division will take place. On that point I will say no 
more now. I will try to make any suggestions of mine such that those who 
have views at all similar will, after all this evidence, be able to come in and 
join with me in the report, no matter what their party views may be. 

Hon. Mr. Danpuranp: I would suggest that when my right honourable 
friend is examining my statement he endeavour to see if there are any modifica- . 
tions which could be adopted so as to lead to a unanimous report. 

Right Hon. Mr. MricHen: Yes, I will. I will try to be definite as to what 
we can do. a 

Hon. Mr. Catprr: A question of time is involved here. When can we have 
a copy of Senator Dandurand’s statement, and how much time are we to be 
allowed to come to a conclusion about it? We all know what the parliamentary 
situation is. 

The Cuatrman (Hon. Mr. Beaubien): How many pages are there in the 
statement? 4 

Hon. Mr. Danpuranp: Eleven. 7 

The Cuarrman (Hon. Mr. Beaubien): Copies could be made available this 
afternoon. 3 

Right Hon. Mr. Mricurn: Then, let us meet again to-morrow morning. — 

Hon. Mr. DanpurAND: We could leave the hour of meeting to the Chair- 
men. 4 

Right Hon. Mr. Mrtcumn: I should be ready to meet at eleven. = 

The Cuatrman (Hon. Mr. Beaubien): Are you agreeable to the » suggestion 
that we adjourn until eleven o’clock to-morrow morning? 

Some Hon. Smnators: Carried. 


The Committee adjourned until to-morrow, May 10, at 11 a.m. 
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MINUTES OF EVIDENCE 


Tue SENATE, 


Wepnespay, May 10, 1939. 


The Special Committee re-appointed to inquire into and report upon the best 
_ means of relieving the country from its extremely serious railway condition and 
_ financial burden consequent thereto, met this day at 11 a.m. 


Right Hon. George P. Graham and Hon. C. P. Beaubien, Joint Chairmen. 
The CuarrMAn (Right Hon. Mr. Graham): Shall we proceed? 


Right Hon. Mr. Mrtcurn: Yesterday the leader of the Government (Hon. 
Mr. Dandurand) read what he felt should be the report of the Committee, and 
in the afternoon I was given a copy, which I have before me. I cannot pretend 
to surprise at its contents, because it has been plain for some time what Senator 
Dandurand’s feeling was. I regret exceedingly that there is a very wide cleavage 
between his views and my own. I could not on any account subscribe to this 
report. In fact, I do not think it is a report. 

I will read the delegation of duty which the Senate unanimously conferred 
_ on us by its resolution, passed considerably over a year ago. Our duty is to 
_ “inquire into and report upon the best means of relieving the country from its 
_ extremely serious railway condition and financial burden consequent thereto.” 
_ Those words were carefully chosen not by the mover alone; they were revised 
- after consultation. 


7 Hon. Mr. Danpuranp: By my right honourable friend and his friends 
_ around him. . 
Right Hon. Mr. MricuHrn: No. 


Hon. Mr. DanpurAnp: I never was consulted about the terms of that 
reference. But I accept them. 


Right Hon. Mr. MeicHen: Then, why interrupt? I think if the honour- 
able gentleman will look at the record he will find that a change was made in 
the wording on the suggestion of either himself or someone on his side of the 
House. Anyway, that is our commitment. We are given a very onerous and 
important duty, to inquire into and report upon the best means of relieving the 
country of a condition of affairs which is described as extremely serious. 

Hon. Mr. Danpuranp: I think I have met that condition in my report. 


Right Hon. Mr. Mrtcuen: I was going to comment on that. I do not 
think this so-called report reports upon any means at all, the best or any other 
kind. It does not report upon any means of relieving the country. It simply 
says to the country, “Stay as you are. You have an extremely serious railway 
condition, stated by our House to be such, known by everybody to be such; but 
grin and bear it.” And there is a prolonged disquisition on the services rendered 
_ by the Canadian National, which services nobody disputes. 


Hon. Mr. Danpuranp: At all events, we agree on that point. 
Right Hon. Mr. MricHEN: Certainly we agree. The country has to have 


_ the railway. Speaking generally, this report is really more in the nature of a 


political phamphlet than an answer to the demand served on us by the Senate 
of Canada— hae Be 
78729—1} 
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Hon. Mr. Danpuranp: Why does my right honourable friend speak an a 
“political pamphlet”? The whole report is predicated on legislation of © 
my right honourable friend himself. 


Right Hon. Mr. Mricusn: It is not predicated on legislation at all. 
Hon. Mr. Danpuranp: Legislation of 1933. 


Right Hon. Mr. Mricuen: I shall be very slow if the honourable gentled : 
man continues to interrupt me that way. I did not interrupt him once. How-_ 
ever, I do not mind an interruption if it is pertinent at all. Perhaps “political — 
pamphlet” is a little strong. It does not discuss parties at all, it is true. It is © 
merely designed to show that everything is all right, and that we do not need to — 
worry about the situation, because the Canadian National is rendering services. — 
And in one or two particulars the document is wrong. In fact, there is a con- — 
siderable error in the definition of our duties, but it is not very material. Later — 
on there are some very serious errors, which I do not think the leader of the 
Government could have intended to give out in an official document. I will q 
read one extract, from page 9:— 


The committee has looked closely into the suggestion of the Canam q 
dian Pacific Railway that the evidence before the Committee be sub- ~ 
mitted to a firm of railway engineers and accountants of high standing, ~ 
free from all interest in either railway system, to the end ones such firm — 
may study such evidence— ; . 


Such evidence. 


—and especially its practical railway engineering and accounting features, — 
and make such physical examination as it may deem necessary, with a 4 
view to making a full report— 


“to this committee” is left out. 


—as to what in the judgment of such firm would be the amount of sav- q 
ings which could be effected by a system of unified management,— . 


That is, compare the evidence of this man and that man, and so on, and relate 
that evidence to the physical condition on the spot, if you think you have not 
enough information in the plans, and so forth, and then tell us what savings q 
may be made, and how far that will entail impairment of services. That is all. 4 

Then the next paragraph :— 


After due consideration, the committee reached the conclusion that. 
the proposed reference to an outside body was not practicable, in view of — 
the fact that the essentials of the problem are not alone of railway 
practice, but involve questions of broad national policy, which have to be- 
decided up by the Canadian Parliament and its executives. Such respon- 
sibilities cannot be delegated. x 


‘The inference is we sought to delegate to a firm of accountants and engineers 
the responsibility of deciding what the policy of Canada should be. It is very” 
plain that nothing of the sort was suggested, and it is very unfair to intimate 
it was. ; 


Hon. Mr. Danpuranp: Will my right honourable friend allow me? When | 
we separated yesterday I said to him that if he had any modification to suggest. 
to this tentative report we could consider it. a 

Right Hon. Mr. MrtaHen: That is correct.. But I do not think this intima: 
tion is fair at all. I emphasize it because it is the stand the leader of the Govern- 
ment took here. He seems to persist in misrepresenting the effort of that motion i 
as being a delegation of authority to act. It is not. It is simply that the firm 
report on what are more or less technical railway matters of accounting with 
respect to what the exact savings would be. Then it would be for the com- 
mittee to make such report as it might deem fit. 
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__ The other point I make—and I do not want to be technical—is that there 
is a clear inference to be drawn from this report that it was due to C.P.R. 
obstinacy that progress was not made in co-operation. 
Hon. Mr. Danpuranp: On what page is that? 

Right Hon. Mr. Mrtcuen: I do not know. If my honourable friend says 
there is no such inference, then I am satisfied. 
1, Hon. Mr. Danpuranp: I want to know what my right honourable friend 
is referring to. 
Hon. Mr. Caupmr: It is on page 5, Senator. 
Right Hon. Mr. Mricuren: Yes. This is what I was referring to:— 


The establishment of this committee followed a campaign of propa- 
ganda on behalf of unification which has grown in intensity since the 
recommendations of the Duff Commission were placed upon the Statute 
Book. This campaign of propaganda has not only hampered the work- 
ing out of co-operative arrangements— 


There is no evidence of that, not the faintest. 


—but has also obscured the underlying problems of the adjustment of 
the railway industry to the changed conditions brought about by the 
development of highway transport. Your committee is of opinion that 
the problem created by highway transport is one which requires much 
study to co-ordinate— 


‘I have read enough to show what I mean. There is no evidence to show there 
“was propaganda or hope of unification later on. You say, in effect, “You will 
not get co-operation until you get rid of the campaign for unification.” 

by Hon. Mr. DaAnpuranp: That is, to create a _ political situation which 
Dae and weighed upon the whole problem of co-operation. 


— Right Hon. Mr. Mericuen: I object to any inference which the evidence 
does not support. I speak subject to correction, but I do not think there was 
any unfair attitude on the part of the Canadian Pacific in respect to efforts to 
co-operate. 

i Hon. Mr. Danpuranp: Will my right honourable friend allow me to put 
a question to him? 

f Right Hon. Mr. Meicuen: Yes. 

Hon. Mr. Danpuranp: Does he not think the whole campaign of Sir 
‘Edward Beatty from 1932 to 1933 had the effect of making more difficult any 
Bs sroachinent between the two companies? His attitude was: co-operation is 
‘no good; unification is the solution. 


' Right Hon. Mr. Mutcuen: He had that attitude when we passed the Bill, 
‘but I do not think it prevented rapproachment between the two companies. 
‘The evidence did not show anything of the sort. It showed a mutually friendly 
attitude. 

t Hon. Mr. DanpurRAND: If that is the only objection of my right honourable 
friend we can modify that. 


Right Hon. Mr. Meicuen: I recite it anyhow. 

In essence, my allegation is that this report just leaves us where we are. 
It does not carry us the breadth of a hair towards any solution at all. It 
simply expresses the hope which he and I expressed in 1933, that something 
should be done. 

F I must admit I shall be pretty frank with the committee. I was not in a 
state of very great confidence in 1931 and 1933. I thought it was worth while 


1933 to try out the co-operative agreement plan. I thought it was essential 


to follow the Duff report, and certainly the 1933 Act was a faithful pursuance 
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of the recommendations of that report. But having lived with this situation for — 
years and years, I had despaired of government operation of railway long before — 
we ever passed that Act. Indeed, I had made very definite suggestions—sugges-_ 
tions not corresponding to Sir Edward Beatty’s at all. I made them even before — 
he made any, and while I presume he was opposed to anything of this nature, 
my mind has been running that way for many years, that we shall never in the 
world get rid of the tremendous load that is creeping upon us by any method ~ 
except some method of running the two railways together. I made that state- — 
ment freely, with no prejudice whatever, for years back anyway, to a unified © 
management plan, for I witnessed government operation at pretty close range. — 
I got many severe and heartbreaking disappointments. My hope of anything — 
in the way of competent and economical government management of railways — 
in Canada disappeared utterly years ago. I have not the slighest faith in © 
government operation of railways in this country, and I have for years been — 
seeking some method of getting over it.. So far as I know, the Canadian Pacific © 
came to the conclusion that very drastic steps had to be taken. i 

I will read what I feel should be the report of this committee. Before I 
do so let me say again here what I will say more publicly: this is the view of — 
myself and of those who follow me on the committee. Those who have been 
constrained to think as I do, I believe most of those on this side, came on the © 
committee with a predisposition different from my own and opposed anything 
in the nature of unified management. This is our finding and ours only. It” 
does not bind a single person even sitting in our House. Certainly it does not — 
bind the party with which we have been associated. As everyone knows, the 
leader of the party takes a position the very opposite. No one need doubt the — 
sincerity of my attitude in this matter. & 


REPORT MADE BY THE FOLLOWING MEMBERS OF THE SPECIAL® 
RAILWAY COMMITTEE OF THE SENATE SELECTED TO COM-~ 
-PLETE THE INQUIRY AND SUBMIT A REPORT UPON THE? 
BEST MEANS OF RELIEVING THE COUNTRY FROM ITS 
EXTREMELY SERIOUS RAILWAY CONDITION, AND THE) 
FINANCIAL BURDEN CONSEQUENT THERETO. 


It is deeply regretted that an unanimous report was found impossible of 
attainment, as in a matter of such grave importance, at the present juncture, 
the added weight of unanimity in the Committee would have been of very 7 
value not only to Parliament but as well to all our people who are now so_ 
heavily burdened with taxation. : 


CANADIAN NATIONAL CAPITALIZATION AND ‘DEFICITS 


The Canadian National constitutes for the nation its most obdurate and 
perilous domestic problem. The outlay of Canada to December 31, 1938, on 
its publicly-owned railway system, inculding interest, has been in excess of 
$3,300,000,000, of which the greater part has been brought about by recurring 
yearly deficits assumed and loans made by the Canadian Government to the 
Canadian National. 


auity under the Canadian National Capital "Revision Act of 1937, nor eel ) 
it include interest on ai 688,000, the principal amount of such Prope : 
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| March 31, 1938, written off to Consolidated Fund, has amounted to $838,000,000. 
mecoee Public Accounts, 1938, Appendix 28). In addition, the ageregate of interest 
~ to December 31, 1936, on Government loans to the System accrued and unpaid, 
| which was transferred to the Canadian National Securities Trust, under the 
- Act referred to, has amounted to $574,781 ,000. 
k The above large sums already written off represent in reality assumption 
_ by the Dominion of Canada of a very considerable total of capital which went 
_ into our railways, and entail as well a substantial addition to the National Debt. 
| a criticism of such writing off is implied in this report. The results, however, 
_ after the writing off, speak for themselves. 

It is evident that the railway problem cannot continue to drift as it has 
~ done in the past, without more hardship to the taxpayer and great and imminent 
Basnce: to the credit of Canada. 

: In view of the marked increase in Government expenditure and taxation 
_ within the last years, of our constantly growing requirements, more particularly 
i for national defence, for the relief of large sections of the community, for 
gee expanding social legislation, and the corresponding greater necessity 
of husbanding the resources of the country, we are moved to quote anew the 
solemn admonition given to the nation by the Duff Royal Commission of 1932. 
_ It is far more justified to-day than it was seven years ago:— 


We feel compelled, as a matter of public duty, to strike a serious 
eS. note of warning to the people of Canada. Unless the country is prepared 
a to adopt the plan we have proposed, or some other equally effective 
fr measures, to secure the efficient and economical working of both railway 
2 systems and thereby not only reduce the burden on the federal treasury 
é but improve the financial position of the privately-owned railway, then 
the only courses that would be left would be either to effect savings in 
: national expenditure in other directions or to add still further to the 
if burdens under which the industries of the country are suffering by the 
| 
a 


imposition of yet further taxation. Failing the adoption of one or other 

of these courses, and there are obvious limits to their application, the 
ae very stability of the nation’s finances and the financial credit of the 
Canadian Pacific Railway will be threatened, with serious consequences 
to the people of Canada and to those who have invested their savings 
in that railway. 


REASONS FOR INACTION 


ie It is contended that the expenditure of the Canadian National, even if 
excessive, provides for the subsistence of a portion of the population which, 
- otherwise, might be under relief. Obviously, this is fallacious as nothing 
_ guarantees that such excess in expenditure goes to those otherwise in need of it 
and, above all, as such policy, if accepted, would lead to unrestrained wastage 
ein all Government departments. 


< Hon. Mr. DanpurAnp: That has not been emphasized by me. 


Right Hon. Mr. MeiaHmn: No. I am giving the reason. 

p The complacent state of mind of many witnesses, including some officials, 
- who seemed anxious to see the country resign itself to the perpetuation of 
- unbearable deficits, is deplorable. To this end it was represented that these 
_ deficits were but an apparent loss to the country, as the Canadian National 
- provided for the nation an equal value in services which were essential to its 
present well-being and future development. Such a contention 1s utterly 
inadmissible, as like adequate services can be, and in fact are, rendered by the 
other railway system in Canada, and by similar companies in other countries, 
at no cost to the nation. 


= 


odium knowingly. The suggestion appears to be useless. 
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- Witnesses appearing before the Committee outlined solutions of the pth em, 
in which there was implied no abandonment of essential services, but all were 
designed to reduce or eliminate unnecessary duplication and redundaney of 
services. 
It is obvious that relief can be obtained otherwise only by a very lared 
increase in revenues, which appears to be definitely unattainable either through 
increases in rates or through any conceivable growth of traffic. 


REMEDIES SUGGESTED 


Three different methods were proposed to the Committee for securing 
economies to reduce the burden of Canadian National deficits. 


VOLUNTARY CO-OPERATION 


A more effective application of the co-operative provisions of the Canadian : 
National-Canadian Pacific Act, 19383, was recommended. 
This suggestion is far from being promising. Since the coming into force 
of the above law in 1938, the total savings from arrangements now in effect, a 
and others agreed upon by the railways but not yet in effect, will be less than . 
$2,000,000 per annum. 4 
Five years of trial has, it must be admitted, demonstrated that economies. E 
to be effected through voluntary co-operation are of a very minor order. Further, — 
the evidence submitted on behalf of the officials of both railways made it ae 
abundantly clear that hope for the future in this regard is practically negligible. - 
The absence of singleness of interest in the result to be obtained by economies, — 
the continuous and not unnatural jealousies of officials as to the prestige of 
and immediate consquences to their respective properties, make the securing of © 
what they describe as a balance of burden and advantage the subject of a long ~ 
drawn-out and almost always futile struggle. In this respect any contention — 
that the larger measure of responsibility for this futility rests on either one — 
of the two companies more than on the other cannot certainly be suppor ei 
by the evidence. a 


ENFORCED CO-OPERATION 


A second recommendation, made by the President of the Canadian National, — 
provides for the injection into negotiations between the railways of a new body — 
consisting of a representative of each of the railways, and a chairman appointed — 
by the Government, the chairman to have an over-riding vote. This body would ~ 
have authority to initiate studies of any project suggested by any individual — 
member, and, if a favourable report was made by a majority, or by the chair- — 
man alone, the proposal would automatically go before an Arbitral Tribunal for 
final decision. It was argued that this would relieve the railway companies of 4 
the stigma which would attach to agreement to undertake unpopular economies. 
As to the latter point, it would be most unwise to depend on the Government — 
voluntarily submitting to public odium—as the result of the action of its repre- 
sentatives—a public odium which railway officials themselves admit they have — 
recoiled from incurring. Experience proves that no Government will incu 


It might be pointed out as well that there would seem to be a dangerous " 
responsibility assumed in establishing, as. the effective agent of enforced changes — 
in operation or physical assets, a Board on which two members would, as 
between the two railway systems, be representative of one, and only one repre- — 
sentative of the other. It is important to avoid with the utmost care any © 
enforced action which might be the ground of liability to the country later on. 

It seems to us the sooner the people of Canada accept the conclusion that — 
co-operation of two competing systems cannot be effective in any worthwhile ~ 
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A in bringing about absolutely needed economies, the better it will be for 
» establishment of some really effective remedy and for the solvency of our 
ntry. In this connection it must never be forgotten that the railways are 


in a death struggle for a living, and while that struggle continues, each will 
fight for itself. The consequence of this mutual destructiveness falls on the 
taxpayers of Canada. It was very strongly urged before your Committee that 
‘such mutual destructiveness can only end when the officers and employees of 
both systems are working wholeheartedly for a single economic end. 


: 
ss 


7 


iq UNIFICATION Of MANAGEMENT 
_ The third suggestion made was unified operation by a single management 
_ of the Canadian National and the Canadian Pacific, each company continuing 
_ to own its respective properties, and no guarantee being given to the Canadian 
_ Pacific of a return on its stock or on its bonds or other capital issues. Hach 
company would continue to receive, under unified operation, the net earnings 
which past actual results over an agreed period of years indicate that each 
_ would have received as an independent institution, and additional net earnings 
made available by the economies of unified operation would be shared between 
them on an equitable basis. It was intimated that of these additional net 
earnings the Canadian National should receive at least half. The suggestion 
' was that unified operation would be under the control of a Board to be created 
by Parliament and to be composed of fifteen directors, five of which would be 
' selected by the Gevernment or by the Canadian National, five by the Canadian 
Pacific, and the remaining five by the directors already chosen, or by some 
other appropriate method. 
_ This proposal was met at the outset by two objections: 
_ Frrstly:—It was contended that such unified management would create a 
_ huge and possibly an oppressive monopoly. 
| To this objection the following arguments taken from the evidence apply:— 
(1) For many years very large sections of the Dominion not served 
by both railways have lived under the monopoly, if such it be called, of 
either the Canadian National or the Canadian Pacific, and have done 
a so without any perceptible disadvantage; 
‘E (2) The Railways have long ago been stripped of all powers which 
might render any monopolistic feature injurious to the public interest. 
The Board of Transport Commissioners holds by Statute supreme authority 
over them and controls all abandonment of lines, withdrawals or reduc- 
tions of services, as well as of increases or decreases of rates and fares. 


(3) The development of transportation by means of motor cars, buses and 
trucks (public and private) and by air and water traffic, has created conditions. 
“where even under unified railway operation there would be very effective 
competition anyway, and competition quite difficult to cope with. Indeed, many 
| witnesses, including some who spoke for labour, contended strongly that under 
| the present system of operation it was impossible to meet this competition, and 
that if the situation is not met effectively, railway labour itself would be direet 
| sufferers, and on a serious scale. 
(4) The modern world exists under a great number of monopolies imposed 
y the free will of the people for the essential purpose of suppressing excessive 
arges and wastage due to duplication. This is strikingly exemplified in 


me countries, in railways. 


| q Secondly—The other objection is based on the apprehension that there 
ould be created a large mass of population, whose united influence might 


ansportation, telephone, water, gas, electricity and other urban services, and in — 


inate the political life of Canada. To this the answer seems to be that if — 
interest coalescing the railway employees is an occupational or a professional — 
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one it exists already. No more striking evidence of this can be imagined thatl 
the opposition to unified management, as well as to co-operation, voiced by the 
railway employees of both systems through their unions. . 

If the interest creating the coalition be a political one, then conditions now 

are just as favourable for its success as they could be under unified manage- 

ment. Indeed, there are many who believe that such political power is now — 
exercised. Without any doubt at all, pressure is exerted, through their unions, ~ 
by the mass of employees of both railways, on political parties. ‘ 

This continuous, concerted pressure is mainly directed to the protection of — 
a fortunate section among all the labouring classes of the country. 4 

This influence is in fact one of the chief obstacles to the settlement of our — 
railway problem, It can only be removed by placing the administration of the — 
Canadian National definitely and finally above political interference and in the — 
hands of capable, strong and thoroughly independent men, whose tenure of 
office could be attacked only for cause. This could be accomplished by placing © 
our railways under the direction of a properly selected board, whose only object — 
could be the successful operation of a united system. % 

Any reasonable cause which railway workers might have had to oppose — 
unified management has been eliminated by the proffer of provisions protecting — 
them, in the manner effected in Great Britain, against loss by dismissal, — 
demotion or transfer. It must be remembered that not less than from five to — 
seven years will be essential to attain, step by step, the full results of unification. — 
The evidence indicates that normal attrition, which accrues through death, ~ 
pension age, or resignation, would remove men from employment faster in ~ 
the aggregate than would be required during the process of unification, and those — 
who suffer in special cases—for some would so suffer—can be assuredly com- | 
pensated. These guarantees which have been definitely offered are measures of — 
protection hitherto unknown to the working classes of any industry in the — 
country, and corresponding protection is certainly not enjoyed by any a 
class. se 

It was not unreasonable to expect that railway workers would have been 
reassured by the definite statement to the above effect made on behalf of the 
Canadian Pacific—which, undoubtedly, would be acceptable to the Government ~ 
if an arrangement were entered into—and would have withdrawn their opposi- — 
tion to a unified scheme of management. This is especially true because the 
scheme of compensation would be, and should be, the subject of an agreement — 
in which the wishes of the employees would be fully represented, and the rights 
under such agreement would become statutory. 

The object sought to be attained is the avoidance of financial disaster ton 
our country, in which disaster every class would suffer, and the poorer classes — 
even more than others. It is not, therefore, unjust to "ask that all co- -operate ; 
in a fair spirit to such an end. vy. 

Persistence in their present attitude simply means they insist that the 
taxpayers of Canada, for all time, shall carry the burden of many thousands — 
of positions which are not required. On this point it must be carefully noted 
that the benefit in the main goes to the more fortunate class of senior employees 
while junior men are left to suffer for want of work. a 

In this connection it is important to keep in mind that the railway business — 
of the Dominion, as indeed of all countries, has been steadily diminishing ir 
volume as compared with business as a whole. The evidence before your Com. 
mittee led irresistibly to the conclusion that this tendency may be expected to 
continue. 

Mr. Hungerford, President of the Canadian National Railways, submitted 
in his evidence that the efforts to operate the property on economical lines were 
circumscribed by what he defined as considerations of ‘public interest”’; thai 
_ what constitutes “public interest” was really determined by the Government 
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of. ie day and that if the Canadian National were not a Government enter- 
prise it certainly could not be carried on its present footing. 

ot may be reasonably inferred, as was indicated by the late Sir Henry 
‘Thornton in his evidence before the Royal Commission, that the policy of the 
Government, whatever might be the efforts of the Canadian National manage- 
ment to operate on sound business lines, is unhappily reflected in the adminis- 
tration of the railway in increases or reductions in personnel, in the carrying 
out of contracts for works, purchases, ete., which fact largely accounts for 
| the Canadian National spending on operating costs alone last year 96:67c for 
every dollar earned by it, whereas, the Canadian Pacific spent 82-29c to earn 
the same amount. 

¥ As a glaring instance of political influence on the policies of the Canadian 
National, we may cite the fact that the completion of the Montreal Terminal 
was, definitely promised on the hustings by Ministers of the Crown, months 
before the directors made their recommendation to proceed with the work. 

It is submitted that joint managership, by elimination of this and other 
forms of political interference, and by gradually removing duplications and 
utterly unnecessary costs in many spheres, might well overcome the major 
-eause of past recurring deficits. 


Savincs From UNIFICATION 


a Sir Edward Beatty, President of the Canadian Pacific Railway Company, 
_ claimed that through the unified management of both railways, savings to the 
amount of $75,300,000 per annum could be effected under average traffic condi- 
- tions, which he stated are those of the year 1930. This claim was supported 
in the greatest detail by a long line of officers of that company. These officers 
and Sir Edward himself were questioned at length by members of your Com- 
mittee. Figures and supporting evidence for lesser, but still huge, savings were 
given, applicable to years of diminished traffic. 
: As to the method followed to establish such savings, it seems important 
_ that it should be described in some detail. The outline which follows:is care- 
- fully deduced from, and is supported in every particular by, the evidence sub- 
- mitted:— 
b As to savings by unified management, there were first set out the 
conclusions arrrived at by the respective officials of the two Companies 
at the request of, and submitted to, the Duff Royal Commission. These 
conclusions were as follows:— 


By the Canadian Pacific officials: 

$75,300,000 based on the same scale of operations as prevailed 
in 1930; 

By Canadian National officials: 

$50,340,000 based on the scale of operations of 1931. 

This would be equivalent to $56,440,000 based on the scale of 
operations in 19380—the operations of 1930 being about 30 per cent 
larger than the operations of 1931. 

It is clear from the above that the comparable figures are $75,- 
300,000 as presented by Canadian Pacific officials and $56,440,000 
as presented by Canadian National officials. 


There was then set out a full outline of the very thorough methods 
adopted in arriving at the above estimates of savings. 

The evidence of Canadian Pacific officials was first given and showed 
that a Committee of officers from the operating, engineering, traffic, 
mechanical and accounting Departments was constituted and worked over 
a long period. They surveyed the existing supervisory organizations of 
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the two Railways as independent units, the location and function of the 
various lines of railway; passenger and freight train services; and terminal 
and shop facilities. Each phase was taken in hand by officers familiar 
by experience with each special work. Senior ‘officials were made avail- 
able for consultation. In a word, the resources of the entire organization 
were used by the Committee. The efforts of the Committee were directed 
not to determine any maximum limit of savings, but merely what could 
reasonably be expected under normal conditions. Methods employed by 
the Canadian National were described as somewhat unlike those adopted 
by the Canadian Pacific. Both, however, included economies from reduc-— 
tion in general overhead expenses, traffic solicitation, advertising and reg- ~ 
ional supervision; line abandonments, re-routing of traffic, increased car 
and train loading, consolidation of repair work, readjustment of passenger 
train services, as well as from operating joint freight and passenger — 
terminals, consolidating express and telegraph services, consolidating © 
accounting services and other expenses. There are items which appear 
in each estimate which are not in the other estimate, but, considering ~ 
that two different methods were followed in getting together these esti- — 
mates, there is an added importance to such similarity as appears in the 
two results. It was brought out in the evidence that in the case. of the 
Canadian Pacific estimate the services of an experienced official of the ~ 
Great Northern Railway Company were obtained to review very care-— 
fully the whole plan of estimating savings which had been adopted. This — 
official, Mr. V. P. Turnburke, General Auditor of the Great Northern, © 
had had to do, himself, with the consolidation of the Great Northern ~ 
and the Northern Pacific. After a very thorough review on his part, he 
made certain criticisms and suggestions, and finally reported that in © 
his opinion the committee of the Canadian Pacific, in estimating savings, — 
had proceeded along conservative lines, and he did not hesitate to accept — 
the conclusions reached. a 

A number of principal officers and engineers of the Canadian Pacific, 4 
who had been working on seventeen committees in all, demonstrated, — 
under the several headings in use in railway accounting, the various ] 
retrenchments in expenditures estimated to result from unified operation. — 
Most of these headings were divided into sections and even into further ~ 
sub-sections, in order in each case to build up from the ground two sets | 
of rures—-the first set being such as applied to the particular section 4 
or sub-section as a part of the two systems when unified, and the other 
set being the ae in each case ue from unification. 


was thorough and impressive. 7 

There is one feature of these savings which should be especially emphasized. © 
Efforts have been made to give the public the impression that savings can only ~ 
be effected, or can at least mainly be effected, by abandonment of lines. The @ 
evidence very clearly demonstrated that savings by abandonment of lines did 
not amount to more than 10 per cent of the total savings that are realizable. / 
Even this 10 per cent savings, which might be described as attributable to aban- 
donment, included such almost unused short lines as to.the abandonment of which ~ 
no Pibeay made objection. There appeared no intention, on the part of any of — 
those who gave testimony, of abandoning any lines save such as would, after — 
argument from all interested, be deemed by the Transport Commission of | 
Canada as proper to be abandoned without sacrifice of public interest. Very — 
large economies were shown to be realizable without abandonment at all. 
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§ The evidence supported, and, save for minor items hereinafter referred to, 
justified savings to an amount of $75, 300,000 for the traffic level of 1930, as estab- 
Hished 1 in the Canadian Pacific estimate submitted to the Royal Commission in 
1932. 
In view of the enquiries made by various members of the Committee, the 
Canadian Pacific undertook, since the original hearing, the preparation of an 
estimate on the basis of 1937 traffic level, and this showed ' savings of $56,346,000 
without any line abandonments whatever, and savings of $59,361,000 with 
allowance for such line abandonments as it was reasonable to assume the Board 
‘of Transport Commissioners would authorize under present conditions. This 
reduction was qualified by the statement that savings would fluctuate with 
traffic, and, therefore, revert to $75,300,000 should traffic again reach the level 
of 1930. 

The submission of the Canadian Pacific witnesses was necessarily of a 
technical nature. The same could be said, though in less degree, of the evidence 
in opposition submitted by the officers of the Canadian National. 

To demonstrate the very special character of the argument made on both 
sides, it is sufficient to refer to the method used, not exclusively but in the main, 
to establish savings from unification. 

This method required the ascertainment of reduction in train and car 
“mileage obtainable without detriment to public service from the consolidation 
of lightly loaded trains—a consolidation which, manifestly, unified management 
could bring about—and from the use of the shortest and most economical - routes 
both for passenger and freight. The result, according to the evidence, was a 
saving of 6,909,939 passenger train miles or 14-3 per cent and 8,897,000 freight 

train miles, or 15-4 per cent. These percentage reductions and others similarly 
calculated were used to measure the realizable economy in the different depart- 
“ments where such percentages could properly be applied. 

| In other cases economy was calculated directly by estimating what reduction 
would be possible by the consolidation of departments. The train and car 
mileage formula was used to prove over $50,000,000 out of the $75,373,000 of 
“savings claimed as realizable. Other technical methods were applied either 
exclusively or jointly with decrease in train mileage to establish the bal of 
the economy so claimed. 

i All these calculations were based on the figures of 1930. 

P The Canadian National officers opposed the above formula and its results 
by denying that the stated reduction in train mileage is exact, and further by 
: asserting that Canadian Pacific unit costs are not applicable to the Canadian 
'National as the lines of the two railways are not comparable. Evidence was 
“submitted by the Canadian Pacific to show that Canadian Pacific unit costs 
‘had not been applied to Canadian National operations, but, where used, had 
‘been adopted as the measure of cost possible of achievement by the unified 
‘system. The Canadian National officers further contended that the Canadian 
Pacific calculations took no account of the substantial reduction in expenditures 
‘of the former system from 1930 to 1937. The Canadian Pacific admitted that 
"permanent savings made in recent years justified a deduction of $4,801,000 
‘from the original estimate, but showed that additions of $9,056,000 were justified 
iby other town items of change. In addition, the evidence showed that by their 
’ rery nature the temporary savings made independently by the railways were 
entirely different from the permanent economies which would be possible under 
“unified management through the elimination.of duplicate effort. The revised 
Canadian Pacific estimate to which reference has been made, having been 
“computed on the basis of 1937 level of traffic, completely disposes, TE) ips 
‘Teasonably accurate, of the contention that large economies are no longer 
“available because of individual economies effected by the railways, either on 
ecount of reduction in traffic, or otherwise. 
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From 1930 to 1937, gross revenues of both railways fell 21-6 per cen’ 
Combined expenditures of both railways between the same years was reduced 
by 20-7 per cent. — 

Mr. Fairweather seems to be the only Canadian National witness who ha 
surveyed the whole question. The gist of his evidence was that large savi 
from the unification of railways were impossible of realization, as the public and 
employees would not tolerate consequent reduction of the services and the 
creation of a monopoly. When confronted with many items of savings to which 
these objections did not appear to pertain, even remotely, he gave the impression — 
of unwillingness to consider any savings to which his objections did not apply. 
This general affirmation was supported also in general terms by Mr. Hungerford, 
the Canadian National President. 
Throughout the testimony of these officers there was a pervading stra 
of concern for the popularity of the Canadian National Railway and manag 
ment. This is not an unnatural characteristic, having regard to the atmosphe 
in which inevitably officers who are answerable only to a Government must liv 
It cannot, however, be too strongly emphasized that such attitude of min 
leads irresistibly to redundant and extravagant services and the sacrifice of 
the taxpayer. es 

In connection with Mr. Fairweather’s evidence in particular, there must be 
kept in mind the report made by him and submitted to the Royal Commission 
of 1932. This report embodied the conclusion that there was a possible saving of. 
$56,230,000 from unification on the traffic level of 1930, and $50,090,000 for 193. 
which latter year approximated closely the traffic conditions of 1937. Further, 
this report was made at the request of the late Sir Henry Thornton and su 
mitted in train conference to the Royal Commission. It is important also to 
note that it was prepared prior to the constitution of that Royal Commission, and 
before the Canadian Pacific, at the request of the Commission, began work on 
its estimate. For the preparation of the above report Mr. Fairweather had t 
collaboration of seven technical assistants and access to any informtion 
desired from the Canadian Pacific. _ 3 

Mr. Fairweather’s original estimate is elaborate and comprises an explan 
tory memo of 12 pages and schedules of 39 pages. Although prepared by 
totally different method, it appears to corroborate generally Sir Edward Beatty 
contention as shown by the following comparison of the two estimates under | 
their main headings: 4 


ESTIMATES BY CANADIAN NATIONAL AND CANADIAN PACIFIC: 
RESPECTIVELY OF POSSIBLE SAVINGS THROUGH UNIFICATION, 
BASED ON THE LEVEL OF TRAFFIC FOR 1930 


OS NeR: ‘C.P.R 3 
Increased railway operating revenues.......... $ 6,540,000 $ 1,396,000 ‘ 
Traffic solicitation and advertising............... 6,950,000 5,976,000 ee 
Transportation and miscellaneous operations..... 20,047,000 24,954,000 ‘i 
Maintenance of Way and Structures........... 3,423,000 14,889,000 
Maintenance. of Equipmemt.:...........-..+.5+- 7,797,000 14,360,000 r, 
(Cierra TILER MALE TM Veen ACA RRS Mea end, Lae Stace ea 1,573,000 4,289,000 a 
Takevvandé coastal Steamensinn ics olin tirscve ep hee cle os 500,000 450,000 ae 
Fioteleit racers ni Sueisjnie <mim nie 8 oles Aiele miste ae ewielan eas 4,500,000 aia - 
Express operations .............- fae Wie setiennce 600,000 1,450,000 id 
Telegraph (railway and commercial)........... 700,000 948,000 a 
Interest on released investment in material and i 
PoHbAtie | BLOCK. viru ticplin sisnaediala wis baesas eoctoyd 3,000,000 6,350,000 e 4 
IMirscellameousan shyt utdculerc er cms ineuissiseiachei ce mae reas 600,000 311,000 ie 
Chand “Votah see ons hho k ee $56,230,000 $75,373,000 
: | 
Hon. Mr. DanpurAND: Of course, you know under what conditions and) 
qualifications Mr. Fairweather made that statement. 


Right Hon. Mr. Mrreuen: Yes; I show that. 
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_ Details show items in each estimate that are not in the other, which indi- 
ates that a combination of both estimates might well produce potential fields 
of economy greater than the total of either. 
- Mr. Fairweather also gave evidence as to possible savings under co-operation. 
In this his opinion appeared to undergo very considerable variations as he first 
appraised savings under this head at $35,000,000, then at $24,000,000, subse- 
- quently again at $10,000,000, and finally stated that such estimates were but 
_ guesses on his part. It is difficult to appraise the value of evidence so 
submitted. 

4 This very brief analysis of the evidence suffices to reveal its technical 
character. While the undersigned feel, as probably other members of your 
- Committee feel, that after many months of close study of this situation, and 
after having had the advantage of hearing scores of witnesses on every phase 
of the subject and of questioning such witnesses, they have been able to reach a 
dependable conclusion on the merits of the conflicting contentions advanced 
respectively by officers of the two railway companies, they are also of the 
- opinion that not being possessed themselves of special expert knowledge on these 
subjects, the public would be better served and better satisfied if it could be 
- supplied with the findings of an impartial tribunal of experts, qualified by 
_ training and experience to report on the evidence submitted. Accordingly, a 
_ motion was made before your Committee on May 2, 1939, in the following 
me terms :— 
That the evidence before this Committee be submitted to a firm of 
Railway Engineers and Accountants of high standing, free from all 
interest in either Railway System, to the end that such firm may study 
said evidence, and especially its practical Railway engineering and account- 
ing features, and make such physical examinations as it may deem neces- 
sary with a view to making full report to this Committee as to what in 
the judgment of such firm would be the amount of savings which could 
be effected by a system of unified management, and whether and to what 
extent, if any, such savings would entail impairment of service to the 
Canadian people. 


This motion, we regret to say, was defeated. 

The undersigned are of opinion that such investigation need not have 
- entailed very great expense, because, first, the evidence is already submitted, 
and, secondly, investigation on the premises would only be necessary in rare 
cases, because facts, maps, plans and other necessary data are already available 
and can be made open to inspection at the offices of the respective companies. 
_ The undersigned further are of opinion that only by means of such report could 
the full value of the vast mass of information, which your Committee has 
- accumulated, be obtained and utilized by the Canadian people. 

The undersigned consider it a matter of much significance that on this 
- question which should have been dealt with as a pure question of savings to the 
- people of Canada in the operation of the nation’s railways, in which question 
necessarily the provision of essential services would be a part, there should be 
- found two distinctly opposite sets of opinion among railway officials, and that 
~ one set should be entirely confined to the Canadian Pacific and the other set 
entirely confined to the Canadian National. The question considered as above 
defined is, or should be, essentially one and the same for both systems. The 
only conclusion is that considerations other than those included in the above 
- definition must have intervened. 

At this point again the undersigned further beg to emphasize the over- 
whelming necessity, from the standpoint of the whole country, from the stand- 
point of its credit and solvency, and for the good of every class and every 
community of the Dominion, that some solution definite and effective must be 
found, and found without further avoidable delay. 
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CONCLUSIONS | 


In the terms of your Committee’s appointment, your Committee was 
assigned a very definite duty, namely:— “a 
to inquire into and report upon the best means of relieving the counted ) 

from its extremely serious railway condition, and financial burden con- 
sequent thereto. 


To comply with the above commitment, a full inquiry had first to be 
made. This has been done. After enquiry, the mext duty is to “report,” and 
such report must disclose what in the judgment of your Committee is a “meang. 
of relieving the country from its extremely serious railway condition, and ~ 
financial burden consequent thereto”; and the “means” reported must be, in 
the judgment of those reporting, the “best” means as shown by the evidence 
— submitted. a. 

The undersigned are utterly unable to find in the evidence any hope whats we 
ever of relief from any other source than that hereinafter indicated in this report. — 

We further are of opinion that if, contrary to the evidence, effective relief 
can possibly emerge out of any other of the suggested policies, such policies” 
applied to the extent absolutely essential to bring such measure of relief will be 
open to whatever objections, if any, can be offered to the course hereinafter ad 
indicated. bt 

We are impressed by the following considerations: 

(1) That huge competing businesses struggling for a living in the same ~ 
field can in general, and probably always, effect tremendous economies by ~ 
unified operations; i 

(2) That such unified operations as have in a very minor way been put 
put in effect in respect of our railways have already shown large percentage — 
reductions. In the case, for example, of the pool trains, there has been shown | 
an operating saving of 33 per cent, though such pool trains still carry the waste | 
of duplication in terminals, yards, ete. 3 

(3) That in addition to savings in year to year operations, new capital — 
requirements for one singly-managed system should be very substantially less — 
than new capital requirements for two competing systems. 


(4) That assuming the publie interest can be protected and esbenti a 
services maintained, there would seem to be strikingly important. opportunities © 
for saving by some plan of unified management in respect of two such systems | 
as now exist in Canada. To ensure the full conservation of every essential 
publie interest and public service, and to safeguard the interests of Canada, the ~ 
undersigned recommend insistence on the conditions enumerated below in| 
respect of any system of unified management which may be worked out. The ~ 
undermentioned stipulations are not adv anced with any thought that they are 

all-inclusive. We believe, however, that conditions in Canada, both as affecting 
the Dominion on the one hand, and as affecting the Canadian Pacific Railway 
Company on the other, are such that all necessary and reasonable provisions can 
be arrived at and agreed upon. The following objectives should be secured:— — 


There should be no obligation, legal or moral, implied or expressed = 

Ww Sati the country assumes any liability 3 in respect of Canadian Pacific - 
obligations or securities, either as to capital or interest; o 
u. Any plan of aed management adopted should be such that © 
the resulting operation can in no sense be dominated by the Canadian & 
neers Railway Company ; " 


t 
: iY 


Out of earnings up to the average ageregate earnings of both 
LE over such a period of years as may be agreed upon, the Canadian ; 
National must be assured the same share of such earnings as it has enjoyed — 
of such average earnings; q 
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iv. Out of earnings above such average earnings, which presumably 
will be earnings due to economies effected by unified management, the 
Canadian National should receive not less than one-half; 

v. New capital investments, limited as they will be to joint require- 
ments, should be provided for on a basis of definite and individual respon- 
sibility for respective shares of the capital on the part of the Canadian 
National (or of the Dominion of Canada), on the one hand, and of the 
. Canadian Pacific Railway Company on the other hand. 

. vi. Both parties should agree to such enlargement of the powers and — 
supervision of the Board of Transport Commissioners as may be deemed 
necessary to protect and serve every public interest. 
; The agreement is merely that there can be no complaint when it does come. 
j vil. In view of the very extensive economies to be attained, and to 
, the end that the process may not involve undue hardship on anyone, pro- 
vision should be made for the due protection, by both systems, of labour 
adversely affected by such economies, along the lines lately followed by 
the railways of Great Britain. 

vill. Agreement to all provisions should be obtained from each 
separate class of security holders of the Canadian Pacific and of the 
Canadian National, insofar as such latter security holders are not already 
protected by government guarantee. 


Ce Sr 


The undersigned are of opinion that on the evidence submitted this country 
can look only to a system of unified management for relief; that the evidence 
demonstrates that relief can in fact be obtained under such a system, provided 
complete absence of political interference is assured in the Statutory terms 
‘creating such system; and are further of opinion that same can be done with 
ample and complete protection of all public interests. 


Arthur Meighen 
C. P. Beaubien 
F. B. Black 
J. A. Calder 
Thos. Cantley 
L. Coté 
OA ED suit 
G. B. Jones 
W. H. Sharpe 


f Hon. Mr. Stncuatr: Several times in the report you refer to the “under- 
“signed,” but you do not mention any of the signatories. 

id Right Hon. Mr. Mreiguen: No. I did the same as the leader of the Gov- 
‘ernment. I have not given up all hope of naming fifteen. 

; Hon. Mr. Danpuranp: Has my right honourable friend something to add? 


Hl Right Hon. Mr. Mriguen: No. The chairman just asked if we want a 
' vote on the report. I do not see any value of a vote on either report. 
The Carman (Right Hon. Mr. Graham): Is it agreed that a unanimous 
‘report might be evolved from this discussion? 

) Hon. Mr. Danpuranp: I do not know whether my right honourable friend 
| suggests that we should adjourn this sitting for the examination in detail of his 
‘statement. He honoured my own statement by suggesting that he should have 
‘twenty-four hours to prepare his answer. I have followed my right honour- — 
| able friend very closely. He suggested that my statement, which was brought 
before this Committee yesterday, smacked somewhat of a political present- 
‘ment. I do not know exactly what he meant by that expression, because I 
‘thought I had made as fair a statement of the views I held as I could make. 

I) 787292 


470 SPECIAL COMMITTEE 


Te, rather than. designed to find a ae 


Hon. Mr. Danpuranp: That was not my purpose, and I will not a 
the statement of my right honourable friend in that way, but I may say that 
therein we find the whole thesis of the Canadian Pacific Railway, from the 
outset to the last day, and I am quite familiar with the statements of the 
Canadian Pacific Railway and its aims. | 

Now, in order that the Committee may be seized of the whole situation 
and the whole view of the matter held by the two railways—because they were 
before us discussing the problem, and those who appeared were for the most 
part concerned with the very question which we are studying—lI will read the — 
statement of President Hungerford, of May 3, 1939, which was presented to 
the Committee but not read. It is as follows:— 4 

HoNnovuRABLE Sirs,—As requested, I have had the memorandum sub- — 
mitted by the Canadian Pacific Railway in rebuttal of the evidence given — 
at the request of the committee by officers of the Canadian National — 
Railways in criticism of the Canadian Pacific $75,000,000 estimate 
reviewed by the Canadian National officers who gave evidence. I am 
advised by these officers that the memorandum contains no information — 
which would lead them to change the force and effect of the evidence which — 
they submitted upon the $75,000,000 C.P.R. estimate. These officers advise — 
me that within the field of their respective competencies they still con- g 
sider the estimate submitted by the Canadian Pacific Railway to be un-— 
sound and largely impracticable of accomplishment. With this conclu- | 
sion I find myself unqualifiedly in agreement. a 

The tenor of the evidence submitted by the Canadian National 
officers was to show the vast difference which exists between theoretical 
estimates of savings and what might be accomplished in a practical sense. — 
In my own submission to the committee I stated that the substantial 
savings envisaged in the $75,000,000 estimate could never emerge. I hold — 
the same view with regard to the Canadian Pacific estimate of $59,740,000 
under 1937 conditions. In my judgment, based upon extensive experience 
in consolidation of railway properties, it is entirely fallacious to look to — 
savings of such proportions as being possible of attainment. Be 

I do not think that any good purpose would be served by replying in — 
detail to the Canadian Pacific memorandum in rebuttal of evidence of — 
C.N.R. officers. because such reply, in the absence of a disclosure by the — 
Canadian Pacific of the physical changes contemplated in their plan, — 
would be of little value in testing the validity of C.P.R. assumptions as ~ 
to the reduction in quantity and quality of railway ‘services, abandon- — 
ment of railway terminals, shops, engine houses, etc., and would add ~ 
nothing to the evidence already submitted. The refusal by the Cana- — 
dian Pacific Railway to disclose what is contemplated in this regard reduces 
discussion to statistical conjectures with regard to unknown contemplated 
changes. The test of the value of the $75,000,000 estimate is not primarily — 
a question of figures, but is one of the practicability of what is propa 
to be done. Reg 

The $75,000,000 estimate was submitted to the Royal Commission on \ 
Transportation in 1931 and the evidence before the commission clearly — 
indicates that a program for the abandonment of 5,000 miles was sub- — 
mitted by the Canadian Pacific Railway and was held by it to be of prime ~ 
importance. The commission was informed by the C.P.R. that them 
economies from such a program would be $16,366,000 a year. The prac- 
ticability of this program of line abandonments and of the econ 
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one thing was clearly demonstrated, it was that line abandonments of this 
order are totally impracticable. The conclusion is inescapable that the 
same degree of impracticability would be found to apply to much else 
of what was proposed to be done by the Canadian Pacific Railway if its 
details were known. Evidently these measures are of a drastic nature 
since the reason given by the C.P.R. officers for refusing to .disclose them 
is that such action would be opposed to the interests of the Canadian 
Pacific Railway due to the anticipated resentment of the communities 
affected. 


Right Hon. Mr. MrtcHen: What is this, may I ask? 

Hon. Mr. Danpuranp: It is President Hungerford’s statement. 
Right Hon. Mr. MrrtcHen: It is in the evidence, is it not? 
‘Hon. Mr. DanpuRAND: Yes, but it has not been read. 

Right Hon. Mr. Mertcuen: Oh, I see. All right. 

Hon. Mr. DANpDuRAND: (Reading): 


I note the Canadian Pacific memorandum in rebuttal, in various 
places alludes to a Canadian National estimate of savings from unifica- 
tion as having been made to the Royal Commission on Transportation, 
and figures therefrom are used by the C.P.R. to support the estimate of 
$75,000,000. It has been pointed out in evidence before the Senate com- 
mittee that the Canadian National Railways never submitted such an 
estimate to the Royal Commission but that Mr. S. W. Fairweather, at 
the request of the Royal Commission, made available to it a theoretical 
estimate in which was incorporated clearly stated qualifications that 
much of what was discussed therein was impracticable of accomplish- 
ment The comparison of the Canadian Pacific estimate with figures 
taken from an estimate bearing such qualifications can add nothing to 
the validity of the Canadian Pacific evidence. Rather it would indicate 
that the same criticism of impracticability applies to the Canadian Pacifie 
estimate but with even greater force because of the more drastic nature of 
the Canadian Pacific proposal as evidenced from its larger dimensions. 

As I have already stated to the committee, the Canadian Pacific esti- 
mate can be divided into two broad classifications: In one the estimated 
savings are based upon drastic reductions in the quantity and quality 
of railway service, typified by abandonment of lines, closing of terminals, 
railway shops, engine houses, etc., and a reduction of railway service both 
in quantity and quality to suit the requirements of railway economy with- 
out consideration of the practicability of these measures. The Canadian 
Pacifie memorandum in rebuttal denies the force of this criticism in 
general terms, but if the denial is to be taken as having any weight, why 
should the Canadian Pacific continue in a refusal to disclose the physical 
details of just what is contemplated? If, as stated by the C.P.R., the 
proposals will mean improved service at less cost, why should not the 
communities affected be told what is contemplated? It would then 
be possible to judge whether the opinion of the Canadian Pacific officers 
as to what constitutes adequate service to the country would be in accord 
with the views of industry and of the communities affected. 

In the other broad classification of the $75,000,000- estimate the esti- 
mated savings arise from the applying Canadian Pacific unit costs to 
Canadian National operations which is also fallacious. The Canadian 
Pacific statement in rebuttal, namely, that Canadian Pacific costs “were 
not applied to Canadian National operations but to a new unified system” 
is simply a play upon words because conditions do not change with names 
and the problems of operation which confront the Canadian National 
Railways would likewise confront a unified operation to the extent that 


Railways on the matter. 


Right Hon. Mr. Mricuren: That is the statement Mr. Hungerford asked 
that Mr. Fairweather be allowed to explain. * 


Hon. Mr. Danpuranp: No, it is a statement which was just produeail™ iN 
I think, last Wg 
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Canadian National properties were included. It is ees of ou 
that the Canadian Pacific Railway estimate is based upon drastic reduc- _ 
tions in the quality and quantity of service carried on by the Canadian — 
National as a public service although necessarily conducted at a loss. 

The statement contaimed in the rebuttal that the differences in the — 
physical characteristics, trafic and operating problems between the two — 


£ 


systems “are compensating or in total are unimportant,” will not carry 


of the Canadian National and of the apesral problems which confront it in- 
rendering ploneering, and national bapa cat service to much of ( 


Canadian Pacific ceuanale a 

I have expressed my views as to the unsoundness, inaccuracy and — : 
impracticability of the Canadian Pacific estimate. I also desire to express _ 
my profound conviction that an attempted solution of the railway prob- 
lem based upon an expectation of the realizability of savings of this magni- ip 
tude would be doomed to failure because savings of anything approaching 3 
these figures can not be obtained if due regard is had to consideration of | 4 
public interest, which is the final and conclusive test of practicability and 7 


ne ae or to the degradation of services to the public. Anothems a 
important factor as affecting public interest is the undoubted fact that — 
drastic reductions in railway service carries with it drastic reductions in — 
railway pavrolls. Inasmuch as 60 per cent of railway operating expenses — 
are for direct labour, at least 40 millions of dollars in the estimate of © 
$75,000,000 would be represented by reductions in payrolls, which, accom- — 
panying the drastic reduction in service, would further adversely affect — 
the communities. Public interest can never he reduced to the confines of 
an estimate prepared by railway technicians however expert they may be | 
but, on the contrary, must necessarily be determined by public authority. © 
I again allude to the refusal of the Canadian Pacific Railway to tell 
the Committee and the country just what is contemplated to be done as e 
affecting specific communities ‘and specific services. I am satisfied that — 
such an exposure would demonstrate the same impracticability as was — 
so clearly demonstrated in the case of the Canadian Pacific program of — 
line abandonments, which was put to the forefront of the private CPR 
submission to the Royal Commission on Transportation, but which, afte 
the expressions of disapproval which followed its exposure before the Senate. 
Committee, has now been set aside as a serious proposal. i 

While I think that no good purpose would be served by a further 


this be" Mestad: 
Yours faithfully, 


(Signed) S. J. HUNGERFORD, 
President. 
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“it is unfortunate that’ my right honourable friend touched upon the 
C Bee ation of the work on the terminal in Montreal. That matter was just 
broached here. There was a desire by the Canadian Pacific that the matter 
of the Union Station should be discussed before this Committee. I may say 
that there was always a question in my mind as to the reason why the C.P.R. 
was so much opposed to the Canadian National continuing its work on a 
‘central station for its own needs and benefit. I had the impression that the 
Canadian National system, widespread though it may be, which concentrates 
in Montreal, occupied such an inferior position to the Canadian Pacific Railway 
hat the Canadian Pacific was not very much interested in what its rival was 
doing towards having a decent terminal in the city of Montreal by the side 
of its own immense block on St. Antoine street and down Windsor. 

I must admit I was surprised at the considerable effort made by the 
Canadian Pacific to prevent the Canadian National from having a decent 
terminal station in Montreal. In one of the organs close to the Canadian 
Pacific—I am speaking not of the official mouthpiece, the Montreal Gazette, 
but the Montreal Daily Star—I found some reasons were set out why the 
ac anadian Pacific was interested in examining the Montreal terminal. Of course, 
it started by saying, “ The Canadian Pacific is our largest single taxpayer. y 
\s to that frequently made statement, it is true that the ‘Canadian Pacific is a 
large taxpayer, and the taxes it pays help to maintain a national railway system 
a hich serves the country. To that extent the Canadian Pacific contributes to 
services which the Canadian National is rendering the country at large. But 
‘among the reasons given by the Montreal Star on Wednesday, May 3, as to why 
‘the Canadian Pacific should have a say in the Canadian National’s terminals 
at Montreal, was this amusing one:— 


It is bound to be a body-blow to the Canadian Pacific Railway, which 
will be faced with the unfair competition of a new, modern and lavishly 
equipped terminal at the disposal of its rival only, but a terminal paid 
for by the taxpayers of Canada, including the C.P.R. as the largest 
contributor. 


“hat seemed to be an admission that the Canadian Pacific Railway was not 
A aw much interested in the Canadian National’s having a decent terminal station 
‘in the city of Montreal. The rivalry between the two roads was one of the 
‘reasons why the Committee decided not to go into the question of the Montreal 
erminal, which in future could be used as a union station if the Canadian Pacific 
om tdésired. 

I draw attention to the conditions under which unified management would 
perate. All the advantages of unified management are predicated upon 
ndependent action by a corporation composed of five representatives from the 
Sanadian Pacific, five from the Canadian National and five members chosen by 
hose two groups. But I wonder if the matters coming before that body would 
not reflect to some extent the thoughts and actions of the Parliament of Canada. 
seems to me that the right of Parliament to look into the administration of 
nm immense system of railways serving every part of the Dominion could not 
be denied. I have said that I did not doubt savings could be more easily effected 
inder unified management. I think we all agree as to that. But we are 
nfronted with the situation that unified management would lead inevitably to 
amalgamation, because no serious economies or savings could be made except by 
unifying the whole administration of the two railways physically. The president 
the Canadian Pacific admitted that once the two railways had been operated 
yether, say for a term of ten years, it would be impossible to unscramble them 
cept by wiping out all the savings that had been made during the period, 
Ruel said here some years ago that if unification were put into effect a 
a annual reserve should be set aside against the day when it was decided to 
reconstitute the railways into two separate systems. Sir Edward Beatty stated 
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it was not contemplated that the railways should ever be unscrambled after 
they had once been brought together. I do not think any member of this 
Committee would deny that if the railways were operated under unified 
management for a number of years they would become as a single unit which | 
could not be unscrambled. The situation was discussed by the Duff Commission. 
Sir Joseph Flavelle, Mr. Loree of New York and Mr. Beaudry Leman of 
Montreal asked what would happen if Parliament decided that the unified 
railways should be separated. There was an indication in their questions that 
they felt if there were a union of the two systems, with representatives of the 
privately owned company striving, quite properly, to make dividends for its 
shareholders, and representatives of the other company obliged to look at matters 
from the point of view of public service, a time would come when Parliament 
would say that the union should be dissolved. 


If this Committee, or any part of this Committee, decides that unified| 
management is the best solution, it must face the fact that that would result i in 
future amalgamation of the two systems. I cannot see how that conclusion can 
be avoided. And I am convinced that unified management would lead to amal-— 
gamation under state ownership, because it is inconceivable that the Canadian _ 
people would give over their national railway for administration by the Canadian 
Pacific. 2 


In these circumstances I am not surprised that the people of Canada, as 
represented by their delegates in the House of Commons, seem to be fairly 
unanimously opposed to ‘the idea of unified management. As they see ity 
unification would be tantamount to amalgamation. That is why the tentative 
report which I submitted to this Committee urges that the two railways take 
advantage of the opportunity of working out their own salvation by utilizing 
the arbitration facilities placed at their disposal under the Act of 1933. As we 
know, these facilities have not been utilized. I am thinking more especially of 
the Canadian Pacific, because it has a freedom of action not possessed by the 
Canadian National, which belongs to the state and is under the direction of : 
Parliament. If the Canadian Pacific realizes that the only way open to it to” 
attain reduction in expenditures is by close co-operation with the Canadian 
National, it can have that co-operation. A decision has lately been arrived | 
at to pool all passenger trains which are competitive. That will mean a ie 
siderable economy—I do not know if figures have been quoted—in the operate 
of passenger trains from the Atlantic to the Pacific. That decision gives groun L 
for hope that economies can be made in other ways on a larger scale, if he 
is the will to do so. 


It is true that the first victims of co- operation will be the sninlogaae ol 
in the Senate we have just passed a Bill, which came to us from the House of 
Commons, to compensate employees w ho are dismissed or demoted because 0 
co-operative measures. I know there are some employees who say, ‘‘We do no 
want co-operation or unified management, because we desire to retain our 
positions.” I wish to state to employees of the Canadian National as well as 
of the Canadian Pacific that these two immense railway systems have been built, 
not for the employees, but for the public. In the circumstances, the employees” 
must accept the inevitable. I think they will be treated very fairly by being | 
compensated under the provisions of the Bill to which I have referred. When my 
honourable friend Senator Beaubien, one of the Chairmen of this Committee, 
suggested that the Committee should continue its labours this session, I advocated 
an amendment to the Canadian National-Canadian Pacific Act so as to protect 
such employees along the line of the Bill which we have just passed. In the 
light of these factors it seems to me we should be taking a doubtful step if we 
declared ourselves in favour of unified management. A number of my rig) 
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~ a conclusion upon the evidence, that the figures presented to. the Committee are 
_ such that it is impossible for us to decide what our action should be; and they 
_ have suggested that experts be engaged to make a study of those figures. 

‘d Right Hon. Mr. Mreicuen: That is not quite right. I think I know to whom 
_ the honourable leader refers. What he said was: We were incapable of estimating 
__as between the two lines of evidence what the savings would be, and that we 
_ should have experts to tell us just what economies could be effected. But he did 
not tell us what to do. 


Hon. Mr. Danpuranp: But it is evident their state of mind is that with the 
_ evidence before them they are incapable of reaching a conclusion as to what is 
_ the best system, unification or co-operation. 
Right Hon. Mr. Mrtcuen: No. 
Hon. Mr. Catprr: The honourable gentleman is evidently referring to me. 
Hon. Mr. DANDURAND: Well, one of them. 


Hon. Mr. Carper: I take the reference directly to myself. I gave my reasons 
as to why I thought the committee should have definite figures before them 
upon which they could safely judge. But it does not require any experts to con- 
_ vince me from the evidence that has been submitted that very large savings could 
_ be made. I am put in a position where I must use my best judgment on the 
_ evidence before us. I must weigh that evidence, consider where it came from in 
both cases, and apply the very best judgment and common sense I have to what 
the decision should be on the matter that has been referred to us, namely, as 
_ to the best method that can be devised for a certain purpose. I did not say there 
_ is no evidence before us. All I did say was that by the action of a majority of 
_ this committee the committee itself has been led into a position where it is very 
difficult to know what savings could be made. But, as I say, I have not any 
- doubt in my own mind from the evidence itself that very large savings can be 
~ made. 
: Hon. Mr. Murpocx: What about real co-operation? We have never had it. 
Right Hon. Mr. Mrtauen: And we are not going to get it. 
Hon. Mr. Carper: You never will have it. 
Hon. Mr. Murpock: I think you are right. 
Hon. Mr. DanpurAND: I am not of that conviction. I believe that real 
co-operation, enforced co-operation, under the Act of 1933 will bring very interest- 
- ing returns in economy. The difficulty has been that when the two railways came 
together they stopped at some important savings because they were not quite sure 
- they were getting fair compensation for the advantage that would accrue to the 
- other company under a certain suggestion. 
Hon. Mr. Cort: Are you not afraid that enforced co-operation will lead to 
amalgamation? When Parliament or Government interferes with the physical 
assets of a private company, is it not likely to be asked later on when things do 
‘not go well, “You have ruined us by your interference with our private property. 
- You pay us compensation.” That would lead to amalgamation. I am afraid of 
that, and I should like you to discuss it. 
Hon. Mr. Danpuranp: My honourable friend when listening to my statement 
_ yesterday no doubt noticed that I had that consideration in mind when I said 
that it appertained to the two railways—I should say to the C.P.R. more than 
- to the Canadian National—to agree to a referee or to an arbitral board for the 
solution of the difficulty that when they come to a certain point they stop. Under 
- the Act, as I said in my statement yesterday, one of the parties is directed to 
ask that the arbitral board should be set up. Neither company has done so. I 
” believe it is the duty of the Canadian Pacific and the Canadian National to sub- 
mit their difficulty to an arbitral court. | 
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Hon. Mr. Céré: Under your scheme who would have the intiative to start — 
co-operation? Ae 
Hon. Mr. Danpuranp: Any one of the two railway systems can do so. 
Hon. Mr. Cort: I mean there would be no enforced inception. a 
Hon. Mr. Danpuranpb: Oh, yes. Once they agree to go before the arbitral 
court, then they must accept the decision of that court—a court which they them- _ 
selves have set up and in which they are represented. be 
Right Hon. Mr. Mricuen: They did not set it up themselves, Parliament . 
set it up. | 
Hon. Mr. DanpurANp: Yes, Parliament set it up. From the outset the 


Canadian Pacific resisted the suggestion that their charter rights be invaded, and ~ 


that the decision should be imposed upon them which would affect their own 
situation. But that was in 1933. We are now in 1939, and we know from the 
annual statements of the C.P.R. that they are no longer paying 10 per cent to 
their common shareholders; they do not even pay any dividends to their preferred 
shareholders. That being their situation, necessity should bring them to accept 
the instrument which was given them by Parliament in 1933, in order to try to 


work out their own salvation. “Oh,” they say, “unified management would be 
much easier.’”’ It would in a certain sense be easier. But in 1933 Parliament said 


nay. If Parliament were asked to-day I believe it would say nay again, and I 
am convinced that a majority of the Senate would say nay if consulted to-morrow 
on the reports which have come before us. - 
Now with the House of Commons virtually unanimously against it, the 
C.P.R. should realize the situation. I confess that in 1932 and 1933 I won- © 
dered what effect the Canadian National-Canadian Pacific Act would have ~ 
upon the relations of the two railways. But, as I say, we are now in 1939, — 
and I am convinced that to-day the Canadian Pacific realizes that even if 
it waits for a new Parliament it would then meet with the same situation, 
and must resign itself to working out its salvation under the Act of 1933. 
As to the Canadian National, I submit it is their duty, and the Parliament of | 
Canada should reaffirm that duty to the Canadian National, to work in close ~ 
co-operation with the Canadian Pacifie to try to lessen the burden upon the — 
Canadian taxpayer. & 
Hon. Mr. Harpy: I am not able to find in the Government leader’s report 
any definite and unequivocal recommendation that this compulsory board of ~ 


arbitration shall be set up at once and be organized in such a way that it will e 


have powers to get to work immediately, and that it must do so. The nearest 
thing to it I find near the top of page 11:— 
That, in the opinion of the committee, offers Hs only practical 
course looking to the improvement of our present railway difficulties. 


That, as I say, is the nearest thing I can find to anything like a recommenda- f 
tion that this board of arbitration or referee should be set up. True, further , 
down towards the end of the next paragraph I find the following:— . 

This provision of the Act has never yet been set in motion, though — 


it may be invoked at request of either company. There, ready at hand, 


is all the legislation necessary to give effect to the committee’s recom- — 
mendation— 


and so forth. That machinery has been there, strange to say, during almost 


two Parliaments. The legislation was introduced by the Bennett Government, — 
and the present Government has been in office three years. I do not see in a 
this report. any recommendation that the arbitral board so provided for must 


be set up. Until something much more definite is embodied in this repeat Pa 


I cannot be a signatory to it. 
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eo Hon. Mr. Danpuranp: I would say this in answer to my honourable friend. 

Beginning at page 10 he will find the following:— 

. In the opinion of the committee it is in the interest of the rail- 
ways and of business generally that the uncertainty resulting from the 
Canadian Pacific agitation for unification be ended by frank recogni- 
tion of the fact that unification of the railways is not possible of adop- 

- tion, and that further and more serious attempts should be made to 
give effect to the letter and the spirit of the Canadian National-Canadian 

Pacific Act of 1933, the two railways to agree between themselves to 

a a referee—preferably the Chairman of the Board of Transport Com- 

missioners—for the adjustment of such differences as may arise con- 

cerning co-operative policies. That, in the opinion of the committee, 
offers the only practical course looking to the improvement of our present 
railway difficulties. 

The committee is of the opinion that this adjustment of differences 
with respect to co-operative measures can be accomplished within the 
q confines of the 1933 Act which, for the purposes of effecting economies 
a and providing for more remunerative operation, directs both railways 
F. to agree, and continuously to endeavour to agree, upon such co-operative 
i measures, plans and arrangements as are fair and reasonable and best 

adapted to effect such economies. As to the selection of a referee, the 
legislation provides that the Chief Commissioner of the Board of Trans- 
port Commissioners shall be presiding officer of any arbitral tribunal, to 
which each railway shall appoint a representative, and on matters of 

q sufficient importance two additional members may be appointed by the 

Ps President of the Exchequer Court, or a judge of the Supreme Court of 

7 Canada. This provision of the Act has never yet been set in motion, 

4 though it may be invoked at request of either company. There, ready 

a at hand, is all the legislation necessary to give effect to the committee’s 

: recommendation that the Chief of the Board of Transport Commissioners 

# act as referee in the event of either railway company declining to consider 

a co-operative proposal emanating from the other railway. 


I think that is a recommendation to the effect that the compulsory arbitral part 
,of the Act of 1933 should be applied. If, however, my honourable friend thinks 
there should be a more direct and conclusive affirmation on the part of this com- 
ittee and of the Senate that arbitration be made compulsory, which implies 
hat the Canadian National would be more especially the railway to obey the 
‘directions of the Parliament of Canada, I have no objection to it. As it is now 
past one o’clock, we could perhaps adjourn until to-morrow at noon, and decide 
“as to what we shall do in the presence of these two recommendations. 

Right Hon. Mr. Mricuen: I do not feel like opposing the suggestions that 
e should meet to-morrow, but I do not see very much value in it. However, 
f my honourable friend wishes it, let us meet at eleven, or half-past eleven. 
i. Hon. Mr, Danpuranp: I say that because I know my honourable. friend 
‘has submitted his statement to some of his colleagues around him. I have 
“not done that, and will do so now. 


The Committee adjourned until to-morrow at 11 a.m. 
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OTTAWA 
a J. O. PATENAUDE, I.8.0. 
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 
1939 


ORDER OF APPOINTMENT 
(Extracts from the Minutes of Proceedings of the Senate for M arch 7, 1939) 


Resolved,—That, with a view of completing the inquiry pursued during 
last session by the Special Railway Committee of this House, and preparing 


and submitting an adequate report on such inquiry, this Special Committee 


be re-appointed with a view to inquire into and report upon the best means 
of relieving the country from its extremely serious railway condition and 
financial burden consequent thereto, with power to send for persons, papers 
and records and that the said Committee be re-appointed with the same personnel 
and, therefore, that it consist of the Honourable Senators Beaubien, Black, 
Buchanan, Calder, Cantley, Coté, Dandurand, Graham, Haig, Hugessen, Horsey, 
Jones, Hardy, McRae, Meighen, Murdock, Parent, Robinson, Sharpe, and 
Sinclair. 


MINUTES OF EVIDENCE 


THE SENATE, 


Tuurspay, May 11, 1939. 


J ‘The Special Committee re-appointed to inquire into and report upon the 
‘best means of relieving the country from its extremely serious railway condi- 
tion and financial burden consequent thereto, met this day at 11 a.m. 


Right Hon. George P. Graham and Hon. C. P. Beaubien, Joint Chairmen. 


The CuHatrMan (Hon. Mr. Beaubien): Gentlemen, before we proceed I 
‘should lke to read a letter from Colonel Biggar, addressed to the committee, 
in’ which he says:— 

The taking of evidence having been completed, I assume—I hope 
correctly—that the committee will not desire my further attendance at 
its meetings. I am of course, however, at the committee’s disposal, and 


time this week that the committee desires me to be present. 
Do you think it necessary, gentlemen, that he should be present? 


: Hon. Mr. DanpuRAND: We do not need Mr. Biggar’s further attendance. 
We are about to deal with the adoption of our report. 

Some Hon. Mumperrs: Agreed. 

The CuHatirMAN (Hon. Mr. Beaubien): Very well. 

Hon. Mr. DanpurAnp: Mr. Chairman, it will be remembered that Hon. 
Mr. Haig asked for certain information from the Canadian National. I take 
it for granted that a statement containing the required information has been 
‘filed. Right Hon. Mr. Meighen asked that a distinction should be shown 
between new lines and old lines, and I will see that a supplementary statement 
Is prepared and filed. Is that agreeable? 

(To be marked Exhibit No. 107.) 

Right Hon. Mr. Mricumn: That is all right. 

Hon. Mr. Danpuranp: Mr. Chairman, it is now my duty to present for 
adoption the report which, when I read it to the committee last Tuesday, I 
described as a tentative report for study and modification or amendment. No 
amendment of such material importance has since been suggested as to justify 
my altering its terms. 

: Yesterday my right honourable friend gave us what he thought should be 
‘the attitude of this committee. I do not know whether he intends to move in 
amendment to my report the substitution of his report. I am in his hands as 
_to what should be the procedure. My view of our procedure is that no minority 
‘report can be presented to the Senate. Naturally, whatever report we decide to 
adopt is presumed to embody the views of the majority of the members of this 
committee; but of course those who may not be satisfied with the report of the 
“majority can always move in the Senate to amend the report in accordance with 
their views. 

I should dislike very much to see this committee divide on what used to 
be known as party lines. In the Senate I have always tried to reduce to a 
minimum any differences between the political parties, for I regard our House 
as a revising body standing aloof from the political differences that charac- 
‘terize the other House. For this reason I should very much regret to see in 
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this committee a division on what would be called aay lines. That is why | is 
say I am in the hands of my right honourable friend as to what should be our 
procedure. ; 

As I close, may I say that after an aiteable discussion he and I came a 
this committee with the hope that. we would focus our attention upon the 
problem before us and lift it above any party differences. To that end my 
right honourable friend suggested that we appoint to the committee ten mem- 
bers who adhere to the Liberal faith and ten members who adhere to the 
Conservative faith. We owe that to the magnanimity of my right honourable 
friend, who felt we should regard this matter from such a high plane that party 
differences would neither be accentuated nor enter into. our discussions. There-— 
fore I make this acknowledgment to ‘him and express my readiness to accept 
whatever procedure he may judge to be proper in the adoption of this report. 
My right honourable friend may move an amendment to my motion, or we can§ 
- pass this report on division, or we can poll the members in order to ascertain . 
. how the committee stands. I am absolutely in his hands as to the form of our” 
procedure. Whatever he may decide will be my law. % 

I move that this report be presented to the Senate by the joint chairmen 
as the action of this committee. - 

Right Hon. Mr. Mrichsn: Mr. Chairman, I will not discuss this report ~ 
or the alternative one which I read yesterday. What the honourable leader | 
of the House has said as to-his conversation with me is entirely correct. My 
suggestion is this. We cannot, I think, rightly avoid a very frank declaration — 
of where each member stands on the report which the committee makes, for 
it is too important a difference and too important’a report'to do otherwise. ~ 
I think we should vote on this report. : a 

I would state very frankly where we stand on this side. On the adverse 
side—I believe I speak for all—I do not think anyone agrees with this report, 
nor do all agree with the alternative report, which I think should be made and © 
which I read to the committee yesterday; but all have signified their intention 
of acquiescing and signing the alternative report, with the exception of Senator 
McRae, whose views were very clearly put before the committee a few days— 
ago. That of course goes to the public as the real division of opinion. 

I think we should just take a division on this report. It is true that we 
here are not fully represented. Three of our members are absent; of these 
Senator Coté is not in any too good health, Senator Sharpe is not able to attend, 
and Senator Cantley has had to go home. As far as we are concerned, nine of 
us stand for the alternative report, and one is opposed to it as to certain ~ 
features. That is the situation. J think the procedure suggested by the 
honourable leader of the House should be followed. I had not thought of the- 
rule that there cannot be a minority report. But that is only a matter of form. © 
The committee makes its report to the Senate, and then those who think differ- 
ently can move in amendment: “that the words after ‘that’ be omitted and 
the following substituted therefor.” 

As is generally known, no one holds more strongly than I do an Averaam 
to party lines in the Senate. Whatever may be said, no one on this side is” 
debarred from that attitude. There is no change in the attitude of the leader 
of the party. I have every regard for those who differ from me in this respect, 
but because of the evidence before this committee we are compelled to ne 
that division clear and unmistakable. 3 


Hon. Mr. Murvocx: Don’t you think, Senator Meighen, it is rather a q 
misfortune that we on this side have not had an opportunity to read yous 
report except as it appeared in the press? 


Right Hon. Mr. MeicHen: I read here Lape 
Hon. Mr. Murpocx: I do not know that it matters now. 
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Right Hon. Mr. MetcuHen: It is all in the record. If anyone wants a 
copy of our report I will have it ready for him. I want it to have the fullest 
possible circulation. 

Hon. Mr. Murpocx: My friend Jack Haig yesterday furnished the press 
very freely with copies, but he did not favour us with any at all. 


Hon. Mr. Hata: You cannot get away with that statement. I followed 
exactly the course of the leader of the Government when he made his report. 
But he did not even hand Mr. Meighen a copy. On the other hand, when Mr. 
Meighen got up and read his report. I handed a copy to Senator Dandurand. 

- Hon. Mr. Murpocx: We all had a copy. 


Hon. Mr. Hata: Next day, but it was in the minutes of our proceedings 
Don’t make a statement like that, Mr. Murdock. 


Hon. Mr. DANDURAND: My honourable friend will remember I was waiting 
or him. 


Hon. Mr. Hata: Yes. 


The CuairMAn (Hon. Mr. Beaubien): It is my duty, gentlemen, to submit 
to you the report of the leader of the House— 


Hon. Mr. Harpy: Mr. Chairman, I find myself in a difficult, perhaps an 
embarrassing position from one standpoint. I am not able to support the report 
that has been brought in by my honoured and revered leader. I am fully in 
accord with the principle that he has laid down, but in spite of the fact that 
he has done his best to explain to my satisfaction that he has made recommen- 
dations, I am not able to find any clear-cut, concrete or ‘unequivocal recom- 
‘mendations in the whole of that document. I explained this yesterday. 

, It is my duty, I suppose, to bring in an alternative report, but I think it 
would be presumptuous for one person in a large committee like this to set 
himself up and bring in a recommendation as to something on which, perhaps, 
‘he is not qualified to express himself: fully. In that way I would seem to be 
setting myself up against the Committee. But until this report has something 
clear-cut and unequivocal in it, I cannot support it. 


Hon. Mr. Danpuranp: On what point? 


Hon. Mr. Harpy: I do not propose to go into the whole matter now, be- 
“cause it would practically raise the whole issue. I am quite in favour of the 
principle of the report, on its review of what has been given to the Committee; 
but I do not find any recommendation by which compulsory arbitration or 
compulsory co-operation: shall be brought into force; and that being the case, 
I am not able to support it. 

- On the other hand, I am not able to support the principle of the report 
| brought in by the right honourable gentleman (Right Hon. Mr. Meighen); but 
I am going to pay him this compliment, and say that what recommendations 
"he did bring in left no question. They were deliberate, they were unequivocal, 
“they were concrete. Anyone who wished to work on ‘that report would have . 
| everything laid out before him. 
The report before us simply means that we are asked to have the machinery 
set up under the statute approached in a more serious way. My idea would be 
| that we should approach with a pistol in each hand and see that compulsory 
arbitration is brought in. If I had time and the Committee had time I might 
| be able to make suggestions as to how some form oy compulsory arbitration 
| should be brought in. 
| From the evidence laid before us last year we can see that each of the 
companies is exceedingly delicate about the matter of dragging its rival com- 
‘pany before a compulsory board. The C.P.R., of course, have the right to 

‘eppoint their own officers, and the Government has no voice in that. But it 
has a voice in the appointments of the Canadian National. Whether this 
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report is correct in laying the blame for lack of co-operation almost exclusively. 
on one railway—the C.P.R.—is a question. I am not prepared to say that I 
could not see the same disinclination on the part of the Canadian National to 
take up the matter of compulsory arbitration. I think Mr. Fairweather dealt 
with that. What I gathered from the whole thing, without going into detail, 
was that each company was rather delicate about dragging the other company 
before the compulsory board. If that is to be the case, we are going to be in 
the same position for all time to come. If one railway does not want com- 
pulsory arbitration and the other is very loath to compel that railway to appear 
before the court, we are going to continue to be in the same position we have 
been in for the past ten years. 

Naturally I am a party man, but in this matter I am not going to let party 
have any influence on my action. As I say, I am in favour of the report so 
far as the principle of compulsory arbitration is concerned, but I cannot fall 
in and support the report by reason of the fact that it contains no recommen- 
dation as to-the enforcement of its principle. As to the other report, I am 
opposed to the general principle of unification. : 


Hon. Mr. Danpuranp: I do not suppose I need to emphasize the differ 
ence between my honourable friend (Hon. Mr. Hardy) and myself. It : 
that this report does not go far enough in the way of compulsion. I have taken 
very good care not to suggest further legislation on that point. I have first. 
stated that, to my mind, it is the duty of the two companies to find a referee 
to decide between them when there is a difference of opinion, and I have cited 
the Act of 1933, which contains the principle of compulsion by allowing one 
of the parties to force the other to come before an arbitral court. I have’ 
stopped there in my report. I have indicated to the railways what I believe! 
to be the only procedure they can adopt to obtain results. I know that the 
Canadian National and the Canadian Pacific are in very great need of obtain-" 
ing results towards economies, and under those conditions that is all I suggest. 
I do not say that if it appeared to Parliament at a further session that sharper 
teeth should be put into the Act I would not be prepared to support such a 
view; but I stopped at the Act itself, which contains the principle of coercion 
or compulsion with respect to the arbitral courts. q 

This is the only difference between my honourable friend (Hon. Mr. 
Hardy) and myself, and I am very glad that he expressed his opinion. With 
this explanation I ask that the Committee vote on the A ae q 


Some Hon. Spnatrors: -Question! 


Hon. Mr. Hucrssen: I have just one word to say. I am in complete 
agreement with the draft of the report in general as submitted by my leader, 
but there is one place, or perhaps there are two placs, in the report where I 
think there is a somewhat unfortunate implication which, in my opinion, is not 
altogether justified by the evidence adduced before us. I refer, first, to page 
of the typewritten report (page 450 of the printed report), and secondly, to 
page 10 of the typewritten report (page 452 of the printed report), where 
there might be some implication that the campaign carried on by the head 
of the Canadian Pacific Railway for unification has induced that railway not 
to co-operate as actively as it might have done in certain schemes to effect 
savings. I think that was pointed “out by the leader on the other side (Right 
Hon. Mr. Meighen) yesterday. # 

The paragraph in the middle of page 5 of the typewritten report (page 450 
of the printed report) reads as follows:— q 


The establishment of this Committee followed a campaign of propel 
ganda on behalf of unification which has grown in intensity since the 
recommendations of the Duff Commission were placed upon the statute 
book. This campaign of propaganda has not only hampered the wor S 
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ing out of co-operative arrangements but has also obscured the under- 

b lying problem. _ 

_ Then on page 10 of the typewritten report (page 452 of the printed report) 

- there is a similar reference:— 
__ The recommendations thus referred to were embodied in the Statutes 
of Canada, but their working out has been thwarted and impeded by 
a desire of one of the railways to impose upon the people of Canada a 
policy— 

and so on. 

It does seem to me that that is perhaps an implication which is a little 
unfair in view of the evidence brought before us. I would have appreciated 
_ an opportunity to examine this wording and to suggest a few alterations. The 
| way I would like to put it is this:— | 
. Though no evidence was produced before us tending to show that 
either of the two railways attempted to delay or impede co-operative 
action under the 1933 Act, we feel that in the very nature of things co- 
operation has been made very difficult to achieve while one of the 
parties has been engaged in a vigorous campaign to convince the public 
that the results of co-operation will be negligible and that unification is 
the only practical solution. 

_ That, in my view, is the effect of the evidence that was placed before us in 
_ that regard, and I think it is a little unfortunate that we should go any further. 
_ My suggestion with regard to the phrase on page 10 of the typewritten report 
(page 452 of the printed report) would be that instead of saying “That out of — 
these recommendations has been thwarted and impeded,” we should say “‘has not 
been assisted by a desire of one of the railways to impose a policy.” 

Right Hon. Mr. Mricuen: It has the same effect. 

Hon. Mr. Hucerssen: It has the same effect, but the inference is different. 


Right Hon. Mr. Mrtcuen: The implication is still there. The implication is 
that there has been a more co-operative attitude on the part of one railroad 
than there has been on the part of the other. 


Hon. Mr. Hucessen: No. I do not think so. I would not think there was — 
any implication of lack of desire to co-operate on the part of the C.P.R.; but 
I think we have to realize that the very nature of the circumstances—their — 
_ president carrying on this campaign—have made it difficult for the two railroads 
_ to co-operate. 

That was my point, and I had intended to suggest that the wording of the 
two phrases be modified. 


Hon. Mr. Danpuranp: The criticism of my honourable friend on this very 
- point could have been met by some modified phrase, and I had thought he 
would suggest it, but he did not do so. I have had no opportunity to discuss 
- with my colleagues individually the form of this report. When I heard my 
_ right honourable friend yesterday or the day before mention these two points _ 
which have been raised by Senator Hugessen, I was disposed, and I am disposed 
now, to accept the modification suggested. If that is all there is between us, _ 

the suggestion meets with my views. I did not intend to say that the work ~ 
had been hampered but that the psychology of the situation had been affected _ 

by the campaign which was being carried on, and that this tended to dis- — 

courage any serious action between the two railways. That is the view Thad 
in mind. I prepared this document hastily, and when my right honourable friend a 
_ drew my attention to the implication that there had been some difference in 
the zeal of the two railways, it was not my intention to convey that impression. __ 
Perhaps my honourable friend will communicate his amendment to the Chair- 
man. I must say that I tried to reach Senator Hugessen last evening but could 
not do so. He had flown from the Committee. i 
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. Hon. Mr. Hucrssen: The suggestion that I have is that the first two. 4 


sentences in the paragraph starting at the middle of page 5 in the typewritten 
copy of the report (the second paragraph on page 450 of the proceedings) be 
changed to read as follows:— 

The establishment of this Committee followed a campaign of propa- 
ganda on behalf of unification which has been carried on by the 
President of the Canadian Pacific Railway since the recommendations 
of the Duff Commission were placed upon the Statute Book. Though no 
evidence was produced before us tending to show that either of the two 
railways attempted to delay or impede co-operative action under the 


1933 Act, we feel that in the very nature of things co-operation has been q 


made more difficult to achieve while one of the parties has been engaged 
in a vigorous campaign to convince the public that the results of 
co-operation will be negligible and that unification is the only practical 
solution. We fee] further that this campaign of propaganda has obscured 
the underlying problem of the adjustment of the railway industry 

and so on. The rest of the paragraph would read ias now. 


Hon. Mr. Danpuranp: Have you written out that amendment? 
Hon. Mr. Hucrssen: Simply on my own “copy. 
Hon. Mr. Danpuranp: Is that the only amendment you suggest? 


Hon. Mr. Hucessen: The other amendment I propose is the substitution 
of three or four words in the third line of the paragraph which starts at about 
the middle of page 10 of the typewritten copy of the report (second line of 
fourth paragraph on page 452 of the proceedings). That paragraph begins in 
this way :— 

The recommendations thus referred to were embodied in the Statutes 
of Canada, but their working out has been thwarted and impeded by 
a desire of one of the railways to impose upon the people of Canada 
a policy rejected by the Duff Commission . . . 
The only change I suggest there is that the words “been thwarted and impeded” 
be stricken out and replaced by “not been assisted,” to make it read: “ but 
their working out has not been assisted by a desire of one of the railways” 
and so on. 
Hon. Mr. Danpuranp: Is that all? 


Hon. Mr. Hucsssen: That is all, on those points. I am sorry to take up | 


the time of the Committee, but I have one further suggestion. It is that after 
the first paragraph on page 8 of the typewritten copy of the report, about 
nine lines down from the top of that page (end of second paragraph on page 
451 of the proceedings) , which paragraph ends with the words “more thor- 
oughly ascertained,” the following be added:— 
In any event your Committee feels that the facts which it has coum 
to the knowledge of the public as to the slow progress of co-operative 
plans to date have had a valuable effect in stimulating both railway 
systems to further efforts in this direction. We have recently been 
advised that a number of important plans for co-operation are now under 
study, including a proposal for a complete pooling of all competitive 
passenger train services throughout the country which offers an oppor- 
tunity for important economies. 
Hon. Mr. Danpuranp: I have no objection to that amendment. 
Right Hon. Mr. Mretguen: Was there something in the evidence about that 
a& year or so ago? 
Hon. Mr. Hucmssmen: No. That was in the evidence this year. 
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4 Right Hon. Mr. Meicuen: I did not hear it this year. That is why I 


Hon. Mr. Hucrssen: Oh, yes, it was in the evidence this year. The pro- 
1 developed since we began our sittings this session. 

Right Hon. Mr. MricHnn: My prediction is that i will be in next year’s 
evidence, too. 

* (Hon. Mr. Horsny: Mr. Chairman ; 
~ Hon. Mr. Danpuranp: Has my honourable friend any objection to these 
amendments? 

- Hon. Mr. Horsry: No. 


~ Hon. Mr. Danpuranp: Should we not first decide whether We wish to 
si opt those amendments to the report? 


Hon. Mr. Murpocx: I think that last proposed amendment is absolutely 
un Brair, because it refers to a long list of suggested plans for co-operation that 
will never be made effective. I think we ought to know that. The other day 
adopted in the Senate a provision that, in my judgment, will make it 
solutely impossible to put into effect those plans that were laid before us. 

_ Right Hon. Mr. Mritcuen: Hear, hear. 

_ Hon. Mr. Murpvocx: That is my judgment. I think that to adopt this 
endment would be to hand out to the public of Canada a milksop of pretence 
that something is going to be done, when, if we have ordinary railroad judg- 
, we know nothing is going to be done. That is why I. object to the last 
endment. As to the others, if you want to pussyfoot and not tell the truth, 
[have no objection to them. 

— Hon. Mr. Danpuranp: Only time can tell whether my honourable friend’s 
prophecy is sound. I move the adoption of these amendments by Senator 
rucessen. 

Hon. Mr. Sincuair: Will you read the last amendment again, Senator 
Hugessen? 

Hon. Mr. Murpocx: And will you go slowly, please, so that we can get 
it down? 

- Hon. Mr. Hucessen: Yes, I will read slowly, and I will endeavour not to 
pussyfoot. I suggest that after the first paragraph on page 8 of the typewritten 
opy of the report (second paragraph on page 451 of the proceedings), which 
ends with the words “more thoroughly ascertained,” the following be added:— 

. In any event your Committee feels that the facts which it has brought 
to the knowledge of the public as to the slow progress of co-operative 
plans to date have had a valuable effect in stimulating both railway 
systems to further efforts in this direction. We have recently been 
advised that a number of important plans for co-operation are now 
under study, including a proposal for a complete pooling of all com- 
petitive passenger train services throughout the country which offers an 
opportunity for important economies. 
~ Hon. Mr. Murvocx: If my honourable friend would cut out the last sent- 
ence I should be wholeheartedly with him. But the last sentence is a pretence. 

- Hon. Mr. Danpuranp: That. is pessimism on the part of my honourable 

friend. . 
- Hon. Mr. Hate: It is railroad common sense. 
~ Hon. Mr. Danpuranp: I hope for better things. 
_ Hon. Mr. Srncuatr: I think that last sentence, in regard to the pooling of 
Passenger services, should not be included. In the evidence given by Mr. 
Fairweather you will find a statement that to pool the passenger services over 
the whole country would entail a capital expenditure of $200,000,000. 
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Hon, Mr. Murpock: No; $2,000,000. 
Right Hon. Mr. Maran A small difference. ~ 


Hon. Mr. Sincuatr: It is a large difference, but I have it in mind ae he 
said $200,000,000. Why, $2,000,000 would not begin to build the terminals that 
would be ‘required for pooling the passenger services. 


Hon. Mr. Danpuranp: I may tell my honourable friend that the two rails 
way. companies have been studying, for a considerable time ,— 4 


Hon. Mr. McRaz: Six or seven years. 


Hon. Mr. Danpuranp: —the pooling of passenger trains throushonl 
Canada. As we all know, they have already pooled trains between Montreal 
and Toronto, Montreal and Quebec, and Montreal and Ottawa. Now they have 
agreed on the principle of pooling passenger trains on all competitive lines. For r 
a certain number of months—I am now speaking from personal knowledge— 
there was no agreement, because of a difference of opinion between the two 
railways as to whether the pooling of passenger trains should be limited to 
competitive lines or extended to all lines. But at last the railways have agreed 
on the principle of pooling passenger trains on all competitive lines. In working” 
out that principle the railways will have the benefit of experience gained in 4 
pooling on the lines to which I have already referred. They know what savings” 
have been made by the pooling that has been put into effect so far, and they 
are now going to extend the pooling to all competitive passenger trains. Wow d 
anyone here advise the railway companies that they should proceed no further 
with that plan, which they have carried forward so far with success? | 

Right Hon. Mr. MnichHmn: If they are getting on so well, would it not be 
better for my honourable friend to strike out of his proposed report any sug 
gestion that the campaign for unification has been hindering progress? 

Hon. Mr. Srncuair: There is no question about the truth of that. 


Right Hon. Mr. MricHen: Maybe not. I do not know. As to the future,’ 
I am pretty much in agreement with Senator Murdock. 


Hon. Mr. Danpuranp: As to the past, we know very well that the Canadiall 
Pacific Railway and its President have for years and years been carrying on @ 
campaign for what Sir Edward Beatty was pleased to call his pet scheme. __ 


Right Hon. Mr. MrigHen: But in one breath my honourable friend says 
that is hindering co-operation, and in the next breath he tells us how well c0- 
operation is succeeding. 


Hon. Mr. McRar: Perhaps it would be out of line for those of us on thi 8 
side to offer suggestions on this point to Senator Dandurand. I think it would 
be “infra dig.” for members on this side to vote on these amendments. After 
all, it is a family affair. Let them settle it over there. iG 


Right Hon, Mr. Mricumn: I am inclined to agree with you. ig 


Hon. Mr. Horsny: Mr. Chairman, I must confess I had' hoped there would 
be more teeth in that part of my leader's report with regard to compulsory ¢o- 
operation. After the evidence that was presented to us this year and last, I 
think no member of the Committee is satisfied with the amount of savings made 
so far under co-operation. We know that Sir Henry Thornton recommended 
very definitely and strongly to the Duff Commission that there should be 
tribunal which would enforce co-operation where it was deemed necessary. , 
was a great railway executive, a man of very wide experience, and he believed 
there was no other method by ‘which reasonable and material co- operation could 
be brought about. Our leader says that even at this late hour it would he 
preferable to have voluntary co-operation, if it could be made satisfactorily 
effective. I am prepared to support the report on that understanding. But 
conditions continue further as they have been, without any real co-operat 
being put into effect, or real savings being made, I will certainly favour what 
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| Sir Henry Thornton advocated: a tribunal which, when it believed that savings 
' could be made under a co-operative proposal about which the two railways 
| were unable to agree, would order that the proposal be carried out. Of course, 

_ I am not in favour of unification of the railways. That would mean a fusion of 


parts which could not be unscrambled, and it would tend to bring about finally 
a monopoly under private control. I am altogether opposed to that. 


Hon. Mr. Danpuranp: Mr. Chairman, would you submit the amendments 
of Senator Hugessen? é 

The Cuatrman (Hon. Mr. Beaubien): Gentlemen, the report submitted by 
the leader of the House is before you with the amendments suggested by Hon. 


_ Mr. Hugessen. Those in favour will please signify in the usual way. 


The CLERK Of THE CommirreE: (Mr. Hinds): For, 7. 

The Cuarrman (Hon. Mr. Beaubien): Those against will please signify in 
the usual way. 

The CLERK oF THE CommMitrTer (Mr. Hinds): Against, 5. 

An hon. Mremper: No, 6. : 

Hon. Mr. Cauprr: So far as that report is concerned, I do not approve it in 
principle. It seems to me that a different course should be pursued. I may be 
wrong. That is the report submitted to this committee by Senator Dandurand. 
We are not voting on the report. 

Right Hon. Mr. MrtcHen: Yes, we are, for or against it. 

Hon. Mr. Carper: I thought it was the amendments we were voting for. 

The CHAIRMAN (Hon. Mr. Beaubien): Oh, no. 

Hon, Mr. Murpocx: We are voting for the report as amended. 

Hon. Mr. Carper: I thought we were voting on the amendments. 

Hon. Mr. Horsry: I did, too. 

The CHatrman (Hon. Mr. Beaubien): So there may be no mistake, gentle- 
men, let us vote again. 

The report as amended was adopted: for, 7; against, 6. 

The Cuatrman (Hon. Mr. Beaubien): Is there any further business? 

Hon. Mr. McRar: Mr. Chairman, I have a suggestion to make. This is 
one of the major problems before the country, and I suggest that we set a date 
for the debate in the Senate and carry it on continuously until every member 
who so desires has had an opportunity to express his views. This course would 
obviate a disconnected report in our Hansard. 

The Cuarrman (Hon. Mr. Beaubien): Do you think, Senator, we can decide 
for the Senate? 

Hon. Mr. McRae: I am speaking to the leaders, though I was warned not 
to refer to them as such in the committee. 

Right Hon. Mr. Mrrcuen: I think we ought to try to agree on what date 
we can proceed with the debate. 

Hon. Mr. Danpvuranp: I believe the Senate will be sitting to-morrow, but 
I am not sure as to Saturday. I think we could perhaps sit Tuesday morning 
at 11, and then continue with morning, afternoon, and perhaps evening sittings 
in order to keep pace with the House of Commons. I might remind my colleagues 
that most of the bills which are to come to us from the other House are money 
bills; these we could not amend, but we might reject. In any event the Senate 
will take all the time it needs to complete its business. -Of course, if the report 
is made this afternoon, we could put it down for discussion to-morrow and 
Friday as a beginning instead of Tuesday next. ; 

Right Hon. Mr. MricHen: Let us try to go into it to-morrow. 
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Hon. Mr. McRar: Mr. Chairman, what Senator Dandurand pictures to us” 4 
is exactly what I fear. We are at the tail-end of the session and have certain — 
work to do. The first thing we know this debate will be strung out after the | ‘ 
Royal visit and will be so separated that the whole story will not appear con- 
_secutively for those who want to follow it in Hansard. Let us forget about 
adjournments and proceed with this business. It may be difficult to open the — 
debate to-morrow, that is, for many members. Let us start in Monday morning 
and make a continuous job of the debate and get it through. Don’t let us drag _ 
it along. If we do, the issue will not be presented fully before adjournment for — 
the Royal visit. 

Hon. Mr. Hate: Why could we not sit Friday and Saturday? 

Right Hon. Mr. MrteHEen: We could. 


The Cuairman (Hon. Mr. Beaubien): Do I understand the desire of the — 
committee is that we should: discuss the report in the Senate Friday and ~ 
Saturday and give it right of way? 

Hon. Mr. Danpuranp: That is a matter for the Senate. We will try to do 
that. 


Hon. Mr. McRazn: Let us go a step further and consider evening sessions. 


Hon. Mr. Danpuranp: Yes, we can sit to-morrow in the afternoon and up — 
to 11 o’clock at night. 


Hon. Mr. Harpy: Mr. Chairman, I do not know what the procedure in — 
this committee should be, but I am interested in the outcome of the pee 5 
brought in by Senator Meighen. ‘ 

Hon. Mr. Rosinson: It is part of the record. j 

Hon. Mr. Harpy: I have opposed the majority report, but that is not to — 
say I am in favour of the minority report. So I want to vote against that too. 

Right Hon. Mr. MrtcHren: I quite understand Senator Hardy’s position. 

Hon. Mr. McRae: You will have an opportunity in the Senate. 


Right Hon. Mr. Metcuen: I think the members all understand that he is . 
against my report. I say in all sincerity that J am very sorry he is. 


VOTES OF THANKS 


The CHatrman (Hon. Mr. Beaubien): I thank you very much, gentlemen, 
for having attended so regularly and done your level best to help along this — 
interesting investigation. You have gathered evidence which will be very ~ 
valuable for whoever may wish to study this most serious railway problem. | 

Hon. Mr. Hate: I should like to move a vote of thanks to our two chair- 
men for the very able way in which they have presided at our meetings. As a | 
junior member of this committee I appreciate their kindness and ability. I 7 
-have had frequent clashes with both chairmen, but this does not blind me to © 
their many excellent qualities. I hope I express the opinion of all members of — 
the committee. 


Some Hon. Mmmpers: Hear, hear. 


Hon. Mr. Harpy: Mr. Chairman, I do not think this committee should ~ 
overlook the work that has been done by the two leaders, especially by the — 
leader of the Government who has had the conduct of our inquiry. I do not © 
see how they have been able to carry on their work in the Senate and also ~ 
undertake the tremendous burden of this inquiry. I think the judicial way in 
which they both approached their work has been a credit to the Senate and to ~ 
what are known as Canadian politicians. They have set us a great example, — 
and I do not think we should overlook the valuable services they have rendered — 4 
to this committee. 
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Some Hon. Members: Hear, hear. 


Hon. Mr. Cauper: There is another vote of thanks we should pass 
unanimously. We have opposed the*report submitted by Senator Dandurand, 
but in it there is an expression of thanks to all the witnesses who have given 
evidence before us. We all know the tremendous amount of work involved in 
gathering and presenting that evidence in proper form. I think we can say 
without question that by the evidence submitted to us we have been aided 
very materially in our work. I should like this unanimous expression of thanks 
to be conveyed to all those who assisted us so thoroughly. 

Some Hon. Members: Hear, hear. 


| Hon. Mr. Danpuranp: I would draw the attention of the committee to 
_ the expression of appreciation in my report of the work of Mr. Biggar and of 
our joint secretaries. And we must not forget the men who do work which is of 
very great importance, for they transmit our expressed thoughts into black and 

_ white, and in doing so are frequently engaged until after midnight. 

An Hon. Memper: The shorthand writers. 

Hon. Mr. DanpurAnp: Those men are our reporters. 
Right Hon. Mr. MrtcHen: Hear, hear. 


: Hon. Mr. Danpuranp: We do not follow them when they go to their office to 
_ transcribe our proceedings, but I know how well they have laboured, and I 
should like to thank our reporters for all they have done. 

Some Hon. Memsrrs: Hear, hear. 
_ The Cuarrman (Hon. Mr. Beaubien): Shall all these votes of thanks 
y carry? 
| Some Hon. Memperrs: Carried. 


490 ; SPECIAL COMMITTEE 


REPORT OF THE COMMITTEE 


* 


Tuourspay, 11th May, 1939. 


The Special Committee of the Senate which was appointed on March 30, 
1938, to inquire into and report upon the best means of relieving the country 
from. its extremely serious railway condition and the financial burden apper-_ 
taining thereto begs leave to make their third Report as follows:— 


The Committee made an interim report on June 30, 1938, after having 
held 43 sessions and examined 31 of the principal officers of the two railway 
systems. With a view to completing the inquiry the Committee was re-appointed ~ 
on March 7 of this year, since which time it has held eleven sessions and ~ 
examined fourteen further witnesses. The proceedings of the Committee, as 7 
recorded during the session of 1938 and to date during the present session, } 
covered 1,903 printed pages, and 106 exhibits bearing on the problem have been _ 
filed with the Committee. j 


The submissions to the Committee have been of great value and interest. : 
to the members, and have served to enlighten the country at large upon this © 
very important question. As a result of the inquiry, it is possible that the | 
Canadian people have acquired another view—possibly a totally different view — 
—as to what our National Railway property stands for in the life of the Cana- — 
dian people. To many it has no doubt seemed that our National Railways have — 
been, as it were, a drag upon Canadian progress because of the deficits. To many 
Canadians it will doubtless be news that the Canadian National Railways have 
no operating loss and that the deficits, about which so much has been heard and ~ 
which admittedly have such a serious effect upon our national finances, pertain — 
entirely to interest charges due public investors and relate for the most part to 
former privately-owned lines which the governement took over and continued 4 
in operation in the national interest. It 1s important also to bear in mind that 
the interest referred to is guaranteed by the government of Canada and is af 
continuing obligation regardless of what disposition be made of the National 
lines. 

The Committee was impressed with the large measure of public oa 
rendered by the Canadian National Railways 1 in the interests of pioneering and 
development, the cost of which is included in the deficits referred to. hese 
services are of great value in the economic development of the country, but — 
cannot be operated at a profit from the purely railway standpoint. It is felt 4 
that it would be disastrous policy to attempt to eliminate railway deficits by 
the withdrawal of essential railway facilities. 


There was exhibited before the Committee a large scale map indicating © 
that out of a total of 21,972 miles of line in Canada, and on a traffic level equal — 
to 1937, 4,034 miles earn enough to pay operating expenses, taxes and interest — 
charges, 4,087 miles pay operating exepenses, but fail to earn sufficient to fully 
meet taxes and interest, while 13,851 miles fail to earn enough revenue even 
to pay operating expenses. From this it will be noted what a large percentage of — 
non-paying Canadian National mileage has to be carried by the paying or 
marginal lines. Nevertheless the marginal and the non-paying lines make a 
valuable contribution to the national life of Canada which contribution cannot — 
be measured by the yardstick of ordinary business return. It has been utilized ~ 
as an. imstrument of national development and obliged to operate extensive — 
mileage for reasons of national policy. _ 


The Committee was impressed also with the great potential value attach alll 
to National lines which are located so as to make possible the development of 
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the immense mining and forest areas of Northern Canada. The National 
Railways are splendidly located for the future development of the Dominion, 
nd if the evidence taken by the Committee should do nothing more than direct 
ention to the potential value of the National Railways to the future of 

vanada it will have served a useful public purpose. ; 


_ In like manner, the evidence placed before the Committee has been illus- 
trative of the value to the Dominion of the Canadian Pacific Railway system. 
What the Canadian Pacific has meant to Canada, both at home and abroad, is, 
y our Committee feels sure, appreciated by all thinking Canadians. It has shown 
sourage and enterprise, has had a major share in the development of Western 
Janada, and Canadian Pacific Service has been a credit to this country in all 
parts of the world. The financial reputation of the Canadian Pacific has been 
“equally high, and no other field of investment in normal times seemed to offer 
greater opportunity. In that way, the Canadian Pacific has attracted to the 
Dominion much capital from all parts of the world, and the credit of that 
“company has been second only to that of the Dominion itself. That the earn- 
ing power of the Canadian Pacific under present abnormal conditions has been 
‘so seriously impaired is no reflection upon the management of that company, 
but is largely due to world conditions from which its national rival and prac- 
tically every railway on the North American continent has been suffering. 


Notwithstanding this general situation, Sir Edward Beatty assured the 
« ommittee, during its 1988 inquiry, that he was not alarmed over the outlook 
for the Canadian “Pacific Railway. By strict economy that company has been 
able to survive the stress of recent years, and he looked forward with confidence 
(© the future. It is satisfactory to note also that at the recent annual meeting 
of the Canadian Pacific shareholders, Sir Edward Beatty found it possible to 
state that it was his conviction that in spite of the difficulties which it faces, 
the Canadian Pacific is in a position to maintain its independent: existence for 
‘years to come. 

One prominent fact develops from the evidence adduced Sere the Com-— 
mittee, namely, that the trend of railway transportation in Canada, as else- 
icc, is steadily downward. That evidence shows that a comparison of the 
years 1935, 1936 and 1937 with 1923 indicates an appreciable increase both in 
production in Canada and in the volume of banking business, while, on the 
other hand, the gross revenues of the railways show a decline amounting to 
26 per cent in 1937. This decline has taken place notwithstanding the fact 
i at the population of Canada increased from approximately 9 millions in 1923 
to 11 millions in 1937. f 


_. The principal reasons for that decrease may be attributed to the growth 
of competition on the highways, inland waters, and shipments through the 
Panama Canal. The major development of highway competition occured 
between 1923 and 1937. During the same period purely Canadian traffic through 
‘the Welland Canal increased from 3 million tons to 11 millions, and purely 
Canadian freight through the Panama Canal from 1 million to 4 million tons 
annually over the period. At the same time, passenger traffic on Canadian 
railways declined also 50 per cent. : 


Evidence given to the Committee indicated that highway competition is 
_ practically unrestricted as regards regulation, carries the the cream of the trafiic, 
and operates most effectively during the non-winter months. As opposed to this, 
the railways are extensively regulated, and must operate under all weather con- 
ditions. Because of these disadvantages to the railways, the government has 
recently offered a measure of relief through the “ Agreed Charge” feature of 
“The Transport Act, 1938.” By the provisions of this Act, the railways are 
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now enabled to make contracts with shippers on an “ agreed charge” basis f 
through business. It is too soon to determine the possible effect of this ne 
legislation upon the situation, but your Committee is satisfied that the position 
of the railways to-day in the transportation field is quite different from that 
of 1923. 

In the opinion of some members of the Committee the emphasis vital 
has been placed upon Canadian National deficits has from the outset of the 
inquiry placed our National Railway System in a somewhat false position 
before the public who, previous to this inquiry, had no comprehensive knowledge 
of the development of the Canadian National System and the service it has 
rendered to the country. Unfortunately its debt and deficits seemed to stand as” 
an indictment against its administration, and although Canadian Pacific busi- 
ness was also on the down grade, and was fighting its own battle, its contribu- 
tion before the Committee focused entire attention upon Canadian National 
Railway deficits as though they were the cause of all our railway troubles. The- 
psychology of this situation placed the Canadian National Railways in the 
position of having to defend and justify its administration. ’ 


The establishment of this Committee followed a campaign of propawantl™ 
on behalf of unification which has been carried on by the President of the 
C.P.R. since the recommendations of the Duff Commission were placed upon 
the statute book. Though no evidence was produced before us tending to show. 
that either of the two railways attempted to delay or impede co-operative action) 
under the 1933 Act, we feel that in the very nature of things co-operation has” 
been made more difficult to achieve while one of the parties has been engaged: 
in a vigorous campaign to convince the public that the results of co-operation 
will be negligible and that unification is the only practical solution. We feel, 
further, that this campaign of propaganda has obscured the underlying problem 
of the ‘adjustment of the railway industry to the changed conditions brought” 
about by the development of highway transport. Your Committee is of opinion” 
that the problem created by highway transport is one which will require 
much study to co-ordinate the new and the old agencies of transport so as to 
obtain the maximum economic advantages of both. A very considerable part 
of the Canadian railway problem arises from this veritable revolution in the 
art of transportation. j 


The chief proposal under consideration was that of the Canadian Pacifi 
Railway for the unification of the two railways, it being contended on behalf 
of that plan that savings of $75,000,000 annually could be made for the com= 
bined properties on a 1930 traffic level, or of some $56,000,000 to $59,000,000 
on a 1937 traffic level. The Committee inquired closely into these possibilites, 
from which it appeared that only a portion of the savings could be definitely 
measured, and these applied more particularly to road abandonments which 
in the judgment of the Committee, could not be made. 

Details of other savings relating to the closing of shops, stations and other 
facilities, as well as reduction of train services, were not disclosed by the 
Canadian Pacific. Thus it was impossible for the Committee to give considera= 
tion to the proposals included in the larger sphere of savings, and the reluctance 
of the Canadian Pacific to divulge this vital information because of possible 
public reaction did not assist the Committee to reach a conclusion favourable 
to unification. - 

This lack of vital information was not confined to estimated savings, but ii, 
as was developed during the 1938 sessions of the Committee, was apparent as” 
well in the consideration of the possible distribution of joint savings between the 
government. and the Canadian Pacific, when the Committee was unable to 
ascertain from respresentatives of the Canadian Pacific Railway, except in 
general terms, how joint net revenue under unification would be divided. Further 
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leading questions to the Canadian Pacific in relation to financial matters under 
unification, such as new capital requirements, refunding of Canadian Pacific 
maturing obligations in the event of unification, and the inevitable pledge that 
_ the government would be obliged to give in connection with the new borrowings, 
all remained practically unanswered. 


i In other respects also objections appeared to the Committee to the adoption 
_ of unification, it being felt that any form of unification which attempts to 
preserve within one administration the principles of private and public owner- 
hip would be unworkable, the state being bound to become inyolved financially, 
_ with the result that it would be impossible afterwards to unscramble the proper- 
_ ties and revert to the status quo. The adoption of such a policy would, in 
_ the opinion of many members of the Committee, lead inevitably to govern- 
~ ment ownership of all Canadian railways. There was the added danger referred 
_ to by the Duff Commission which would be involved in setting up a railway 
- monopoly in Canada—a state within a state. In view of these considerations 
- your Committee feel that unification cannot be recommended as a measure of. 
_ public policy. 


In view of this your Committee explored as thoroughly as possible the 
- alternative of co-operation. It was contended by officials of the National 
_ Railways that all savings practical of attainment could be secured under a 
_ policy of enforced co-operation with respect to which it was held that savings 
of from $10,000,000 to $15,000,000 might be effected, even under present 
_ depressed condition of railway transport. Nevertheless, some members of the 
- Committee felt that greater savings than these might be secured from unifica- 


4 curtailment of railway services with attendant disabilities from the national 
and publie standpoint as have been already alluded to. 


It is recognized by your Committee that the adoption of co-operative 


- mission which, it is generally agreed, was a most excellent commission, have 
~ neyer in fact been applied in a practical sense, and there is reason to feel that 
- considerable ecenomy can be secured from co-operation if it is approached 
~ earnestly and with a will to accomplish results. Your Committee sees no reason 
_ why duplicate services and duplicate facilities could not be dealt with effec- 
tively by co-operation, and it is not considered advisable to modify the terms 
- of the Canadian National-Canadian Pacific Act 1933, except as regards dis- 
- missal compensation for employees, until the possibilities of the present act 
- have been more thoroughly ascertained. In any event, your Committee feels 
that the facts which it has brought to the knowledge of the publie as to the 
slow progress of co-operative plans to date have had a valuable effect in 
stimulating both railway systems to further efforts in this direction; we have 
- recently been advised that a number of important plans for co-operation are 
- now under study, including a proposal for a complete pooling of all com- 
petitive passenger train services throughout the country, which offers an 
opportunity for important economies. 


Complaint has been voiced by members of the Committee that, though 
- five years have elapsed since co-operation as a measure of government policy 
became effective, so little has been accomplished. That criticism would seem 
- to lose sight of the fact that even under unification five years and more would 
be required to secure expected results. 


i The evidence submitted to the Committee makes it clear that Canada’s 
railway problem cannot be solved at one stroke. Any attempt to do so by 
- drastic measures may be expected to produce even greater problems on account 
of the disturbance to communities served, because railways in most of Canada 
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or ww 
are and will remain an essential part of the country’s transport facilities. The 
Committee feels that the situation may be ameliorated by co- operation aimed — 
at elimination of duplicate services where no essential public interest is involved. | 
A further amelioration may be expected as the economic spheres of railway 
and highway transport become more clearly defined and the competition 
between them is placed upon a fair and equitable basis of regulation and taxa- — 
tion. This is the general problem which is actively engaging the attention of 
governments not only in Canada, but in the United States and Great Britain. 


The Committee has looked closely into the suggestion of the Canadian ~ 
Pacific Railway that the evidence before the Committee be submitted to a— 
firm of railway engineers and accountants of high standing, free from all interest — 
in either railway system, to the end that such firm may study such evidence 
and especially its practical railway engineering and accounting features, and — 
make such physical examination as it may deem necessary, with a view to | 
making a full report as to what in the judgment of such firm would be the 
amount of savings which could be effected by a system of unified nee a 
and to what extent, if any, such savings would entail an impairment of services © 
to the Canadian people. : 


After due consideration, the committee reached the conclusion that the 
proposed reference to an outside body was not practicable in view of the fact — 
that the essentials of the problem are not alone of railway practice, but involve — 
questions of broad national policy, which have to be decided upon by the Cana-— 
dian parliament and its executives. Such responsibilities cannot be delegated. 


The committee, however, would recommend that the evidence submitted — 
and the exhibits filed be reported, and thus made available to all who may be — 
interested in the Canadian transportation problem. It is felt that much valu- ~ 
able evidence has been added to the public record. It brings up to date the 
record made available in the first instance by the report of the Drayton- — 
Aecworth-Smith Commission in 1917, and so greatly added to by the Duff — 
Commission of 1931-32. That Commission went more fully into the railway ~ 
question that it has been possible for this committee to do. The member- — 
ship of the Duff Commission included one of the leading successful railway — 
executives of the United States, as well as the man who is now chairman of © 
the London (England) Passenger Transport Board. That commission, which 
made a physical examination of the principal properties of both railway systems, j 
took occasion to close its report as follows:— 


We feel compelled, as a matter of public duty, to strike a serious note © 
of warning to the people of Canada. Unless the country is prepared to — 
adopt the plan we have proposed, or some other equally effective measures, — 
to secure the efficient and economical working of both railway systems 
and thereby not only reduce the burden on the federal treasury but 
improve the financial position of the privately-owned railway, then the — 
only courses that would be left would be either to effect savings in — 
national expenditure in other directions, or to add still further to the — 
burdens under which the industries of the country are suffering by the — 
imposition of yet further taxation. Failing the adoption of one or other { 
of these courses, and there are obvious limits to their application, the — 
very stability of the nation’s finances and the financial credit of the — 
Canadian Pacific Railway will be threatened with serious consequences ' 
to the people of Canada and to those who have invested their savings — 
in that railway. 


The recommendations thus referred to were embodied in the Statutes a r 
Canada, but their working out has not been assisted by a desire of one of 
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the railways to impose upon the people of Canada a policy rejected by the 
Duff Commission for the same reasons which compel this committee once 
more to reject unification as a measure of national policy. In the opinion of 
the committee it is in the interest of the railways and of business generally that 
the uncertainty resulting from the Canadian Pacific agitation for unification be 
ended by frank recognition of the fact that unification of the railways is not 
possible of adoption, and that further and more serious attempts should be made 
to give effect to the letter and the spirit of the Canadian National-Canadian 
Pacific Act 1933, the two railways to agree between themselves to a referee— 
preferably the Chairman of the Board of Transport Commissioners—for the 
adjustment of such differences as may arise concerning co-operative policies. 
That, in the opinion of the committee, offers the only practical course looking 
to the improvement of our present railway difficulties. 

The committee is of the opinion that this adjustment of difference with 
respect to co-operative measures can be accomplished within the confines of 
the 1983 Act which, for the purposes of effecting economies and providing for 
more remunerative operation, directs both railways to agree, and continuously 
to endeavour to agree, upon such co-operative measures, plans and arrangements 
as are fair and reasonable and best adapted to effect such economies. As to 
the selection of a referee, that legislation provides that the Chief Commissioner 
of the Board of Transport Commissioners shall be presiding officer of any 


arbitral tribunal, to which each railway shall appoint a representative, and on 


matters of sufficient importance two additional members may be appointed by 
the President of the Exchequer Court, or a judge of the Supreme Court of 
Canada. This provision of the Act has never yet been set in motion, though 
it may be invoked at request of either company. There, ready at hand, is all 
the legislation necessary to give effect to the committee’s recommendation that 
the Chief of the Board of Transport Commissioners act as referee in the event 
of either railway company declining to consider a co-operative proposal emanat- 
ing from the other railway. 


In concluding its labours, the committee extends its thanks to the officials 


~ of the two Canadian railway systems iand the various other witnesses who have 


appeared before it; it also desires to express its appreciation of the services of 
Colonel O. M. Biggar, K.C., the committee’s counsel, for his valuable assistance 
in facilitating the work of the committee. The services of the joint secretaries 
and reporters ‘also have been of the highest character. 


All which is respectfully submitted. 
GEO. P. GRAHAM, 
C. P. BEAUBIEN, 


Joint Chairmen. 
The committee then adjourned. 
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A EXHIBIT No. 105 
Mr. Cuarrman: 


The paper which I presented to you on March 21st last was one of the 
most difficult that I have ever organized. The rules are extremely complicated. 
The very fact that some 475 cases have come before the Canadian Railway 
Board of Adjustment Number 1 in the last twenty years is itself proof that the 
railway officers and the union leaders themselves find difficulty in the interpre- 
_ tation of the rules of the various schedules. Without intimate knowledge which - 
they possess it has been doubly difficult for me, because the drafting of the rules 
leaves a great deal to be desired. They are no doubt moderately clear to those 
who made them, but many of them are by no means clear to the outsider, even 
_ after the reading of decisions based on them. 

I had therefore to face the possibility that my argument might be seriously 
weakened because I had not fully understood the situation under discussion. I 
4 find four statements of fact which need to be corrected. 


hy 1. I said that engineers might run after 66 months as firemen. The schedules 
' provide a minimum of three years. That is probably a wise and necessary 
_ provision; not because that length of time is required to learn how to operate an 
engine, but in order to so drill the men on the operating rules that those rules 
- become second nature to them. 


‘4 

2. I suggested that passenger engineers draw time and a half for overtime. 
_ That is not correct. Engineers in freight service, in work train and in mixed 
- train service do draw time and a half for all time over eight hours. Engineers 
: in passenger service work upon a five-hour day and are paid overtime for all 
: time in excess of five hours, upon a minute basis, at straight time rates. Under 


J 


_ ordinary conditions, none of them runs over the eight hours. 
( 3. I suggested that present money rates of pay were the highest ever in 
' effect. I accept Mr. Chase’s correction that the rates per mile of 1920 were 


{ slightly higher. 


i 4. I stated that the Canadian statistics of employee hours were upon the 
; basis of time paid for, not on the basis of time actually worked. I have checked 
on that and find that the hours reported are the hours worked or held for duty. 

I submit that not one of these corrections of fact does any damage to my 
argument. They are all of them minor and without substantial effect upon it. 
_ That argument is that the passage of time, the changes in the art of railroading, 
"the changes in the kind of railroad service demanded, make working rules which 
_ were set up some fifty years ago totally insupportable to-day. They are obsolete 
_by any test. They are capricious in their action, falling with a terrific weight 
on the light traffic lines which are least able to bear them. They are unbear- — 
_ ably restrictive in their effect on the kind of service which can be rendered. It 
ig an argument which runs against the running trades as a whole. It is not 
4 specially directed against the engineers. Nor is it suggested that the high 
- earnings of some individuals show the average earnings. What I was attempting 
_ to do was to get behind the averages to see what the range was between the high 
and the low earnings. . 

] Turning directly to Mr. Chase’s arguments, I ask you to notice that nowhere 
does Mr. Chase state that engineers could not now earn $4,000 per year. He 
says that under the mileage limitations now in effect—limitations which were 
put in solely to distribute employment more widely and for no other reason— 
they probably do not. Taking again the case of the engineers operating trains 
numbers 6 and 15 between Montreal and Brockville; those men under the 
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reduced mileage are able at present rates of pay to earn $299 per month for — 
13 calendar days of work. If they were allowed as high a mileage as they had — 
before the most recent limitations of mileage were put into effect, then they ~ 
would earn very substantially in excess of that. If they were allowed to set 
their own mileage, they might exceed the $6,000 per year which Mr. Chase — 
suggests as a proper average for all engineers. 4 


The objection which I raise is not simply to high earnings per month or — 
per year; it is to the combination of high earnings with the persistent limitation — 
upon the amount of service rendered in order to earn it. Still greater arbitrary ~ 
reductions in monthly mileage would result in forcing still greater amounts of ~ 
leisure time upon the senior employees, but it would do nothing to reduce the ~ 
direct wages cost per train mile to the railway companies. Indeed, in so far as — 
figures of average annual earnings are used to justify higher rates per mile, they — 
tend toward an increase in costs and so aggravate the present unfortunate — 
conditions. q 

Mr. Chase presents a calculation of maximum and minimum earnings, but — 
it should be noted that his maximum is upon the basis of the engine of average — 
size and not upon the largest engines and that it makes no ‘allowance for the ~ 
arbitraries and constructive allowances. The railways have stated that these — 
increase by some 11 per cent the pay which would accrue upon a straight time — 
or mileage basis. } 

Mr. Chase states that less than one locomotive engineer in ten becomes ~ 
a regularly assigned passenger engineer. Without a disclosure of how he arrives * 
at that figure, it is hard to refute it; but in 1937, 21-6 per cent, or more than 
1 in 5, of all engineers were passenger engineers. 4 

It is perfectly true that, because the railways are a declining industry and © 
because the mileage cost of train operation to the railways is so high that train ~ 
mileage is still further reduced, those who now become regularly assigned — 
passenger engineers are elderly men; but of all those who reported themselves to — 
the census of 1911 as locomotive engineers, 9-62 per cent were in the age group — 
16-24 years. The present concentration in the higher age groups is a result of 
other conditions, it is not a proof that the necessary training period is measured ~ 
in decades as Mr. Chase would seem to suggest. 3 

I ask you also to note that in his third table, Mr. Chase takes pains to — 
confine himself to the aggregate numbers of employees, hours worked, and 
total compensation paid and fails to show the average results per head. It 
is a deficiency in his presentation which I shall endeavour to supply below. — 

In short I suggest that Mr. Chase’s submission has been magnificently ex- — 
pert but it is something less than frank. It is a skilled defence, not an attempt — 
to illuminate a problem. e 

I ask now for permission to enter certain tables and graphs which show ~ 
the following points. a 


1. That at no time in the years after 1926 did the purchasing power of 
the average annual earnings of all train and engine service employees fall as— 
low as it was in 1926. Their money earnings fell, but never as fast or as far 
as the index of the cost of living fell. 


2. That the purchasing power of the average hourly earnings, similarly d 
adjusted, have been over 25 per cent in excess of the 1926 level ever since — 
1931, it has been between 30 and 35 per cent above ever since 1935, and, in ~ 
1938, I estimate that it was over 40 per cent above. ; 

In proof of these two statements, I offer tables 1 and 2 and graph I. I 
ask particular attention to the almost perfect inverse correlation between the 
rising real earnings and the falling number employed. 7 
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3. That so far as the sacrifice of the opportunity to work is concerned, 


5 the statistics show that the junior men—firemen and brakemen—have con- 
 sistently made greater sacrifices than have the senior men running as engineers 
_ and conductors. 


At 1926, the engineers and conductors were getting more hours of work 
per man per year than were their juniors, the firemen and brakemen respec- 
tively. That disparity widened greatly as the depression deepened and still 
persisted at 1937, the last year for which full data is available. In proof of 


that statement, 1 offer tables 3-8 inclusive. 


Mr. Chase has said a good deal about the voluntary sacrifices of the 
senior men. I think that these tables should be read in conjunction with his 
testimony. 

As proof of the extent to which the passenger service is falling behind 
despite the attempts to reduce train mileage, I offer table 9 and graph II, 
which show the wages paid to road passenger train and engine service em- 
ployees as a percentage of passenger revenue and of passenger train revenue. 
It will be observed that even at 1937, the wage burden was about twice as 


high as it was at 1917. | 


Table 10 and graph III show the number of hours worked by road train 
and engine service employees per 100 train miles. The decline in the 20 years 
is about 33 per cent, or at the rate of 2 per cent per annum. The result is a 
constant reduction in the effort expended by labour in order to make earnings 
whose amount is determined by the mileage run when that produces the larger 
payment. 

Table 11 and graph IV show the direct wages cost per train mile run, in 
current dollars and in 1926 purchasing power. I ask particular attention to 
the fact that on the corrected basis the wages cost per train mile is now (19389) 
near its depression peak because of rising wages cost per mile and a fall in 
the wholesale price index. 

Table 12 compares the wages paid to all classes of employees and charged 
to operating expenses as a percentage of total operating revenues in Canada 
and in the United States, over the years 1926-37. It shows that Canadian rail- 
way employees have in each year taken a higher percentage of revenues than 
have the employees of American class I railways, and that in the years 1930-33 
both inclusive, that excess was over 20 per cent in each year. 

In other words, Sir, I submit that in relation to the traffic and revenue 
situation of the Canadian railways, their wage burden is even more intense 
than is that of the American railways. 

’ Tables 13 and 14 and graphs V and VI show the other face of this extreme 

pressure upon the railway budget. They indicate that what little money they 
have for expenditure on the properties they are spending on current operation 
and not for the necessary renewals. A very real consumption of capital may 
be going on in an effort to maintain the existing wage level. 

Mr. Kelly has been kind enough to mention me in his submission. I 
would ask that what he has said should be read in conjunction with table 12 
which shows how much more heavily wages bear upon railway revenues in 
Canada than in the United States and with table 15 and graph VII which 
show for all railway employees the same inverse correlation between the num- 
ber employed and the real purchasing power of their incomes that has already 


been shown for the train and engine service employees. The whole statement 


of the position by Mr. Kelly blandly overlooks the changes in the cost of living 
over the last ten years and the great deterioration in the position of other 
classes in the community. It is an omission which goes a long way toward 
making his case an interesting statistical exercise but of little present import- 
ance. 

I have to thank you, Sir, for permitting me to enter this rebuttal. 


John L. McDougall. — 
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TABLE 1.—_AVERAGE EARNINGS PER HOUR AND PER YEAR OF ALL TRAIN AND 
ENGINE SERVICE EMPLOYEES, IN CURRENT MONEY AND IN PURCHASING 
POWER (1926=100) 


Purchasing Average . 
Average power of earnings Purchasing 
Index of Sail wales power of 
Year the cost of earnings Satie Pantie hourly 
living (1926=100)t | earnings | (1926=100)+ | (ao top) 
(1926 =100) Fs 
DO ZO Seen teen DO yaa RY, 100-0 100-0 100-0 100-0 100-0 
ODI Tapers neon eittar sl GN Br Ara ap 98-4 104-3 106-0 105-1 106-8 
LOZ S| Vata emine mae Sair kis ah mets ao taps 98-9 107-3 108-5 109-5 110-7 
POG. Re hoe AS eNO aera b 99-9 105-9 106-0 109-5 109-6 
REE LUA LAa Ny BAU Reem TRIMS ais EE 99-2 103-3 104-1 111-8 112-7 
LOST NN ee UE Raa 89-6 98-5 109-9 112-8 125-9 
LOS ty ear aaetel etn ne Wee oe ko ae 81-3 87-8 108-0 104-9 129-0 
TRUE 3p) BTA SY ACE aera vais) 80-1 103-4 98-1 126-6 
TUS og Wy i AE Sn ed ALS Sak DRO A 78-6 84-0 106-9 99-8 127-0 
TOS Oe REL ial ys Ul Fy Pe a 79-1 87-6 110-7 106-3 134-4 
OSU MN eae nie ete muta euler pete cs 80-8 90-2 111-6 107-4 132-9 
DOr te nena Ei Ce Linh, Nah she Mh 83-1 92-9 111-8 112-0 134-8 
The absolute figures on which the above relatives are based are: 

DOTS rR OM Ka cen en It ts Ue oe Nt | EYE ei wee | $2,333 $2,333 $0-823 $0-823 


*Prices and Price Indezes, 1936, p. 103, and supplements thereto. ; 
tWeighted averages, computed ae data in the table ‘‘Employees and Salaries and Wages’’ in Statistics — 
of Steam Railways of Canada, 1926-37 inclusive. q 


TABLE 2*-NUMBER, HOURS PAID FOR, AND EARNINGS OF ALL TRAIN AND ENGINE 
SERVICE EMPLOYEES, 1926-37 (1926=100) 


Average 
Average Total. h Total h d Average Average 
Year number sbagcgs pritauahg eat onre bat earnings per | earnings per 
paid for compensation for, per 
employed man-year man-year man-hour 
ODO Faecal alli 100-0 100-0 100-0 100-0 100-0 100-0 
LOO Fe cals UNls 2 ti 103 +6 102-7 108-1 99-2 104-3 105-1 
BDA Atte SU 109-5 107-4 117-6 98-1 =" 107-3 : 109-5 
DUAL Le a 105-7 102-2 112-0 96-7 105-9 109-5 
TO SD Shh ie 95-2 | 87-9 98-3 92-4 103-3 111-8 
NOS Meares hs 82-2 71-9 81-0 87-4 98-5 112-8 
ARR wet Chai es da 71-7 60-1 63-0 83-8 87-8 104-9 
Pes a a 66-6 54-4 53-4 81-7 80:1 8-1 4 
BOB gob ate s 69-8 58-8 58-7 84-3 | 84-0 99-8 
OBS eer NE ch 71-2 58-7 62-9 82-4 87-6 106-3 
FOB OH: era eal SH %, 74-4 62-5 67-2 84-0 90-2 107-4 
FOBT tics ichee ato 77-2 64-0 71-8 83-0 92-9 | 112-0 
The absolujte figures on w\hich the abovie relatives are| based are: 
BOQB anes 25,223 | 71,493,800 $58,838,100 2,834 $2,333 $0 -823 


*From the table ‘‘Employees and Salaries and Wages’’ in Statistics of Steam Railways of Canada, a 
1926-37 inclusive. The classes included above are divisions 67-78 inclusive of that table. 
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TABLE 3*—AVERAGE NUMBER OF HOURS PAID FOR, PER MAN-YEAR, IN ROAD 


q PASSENGER SERVICE, 1926-37 
a (1926=100) 
a 
; 
S Engineers | Firemen Brakemen, 
4 Year an an Conductors |baggagemen 
‘: motormen helpers and flagmen 
“4 yp aT CUE Tl Gat nD GT 2S Lk Rn? GLa A, li Ene a 
EEL LO Men dae PNG cotta. eis ctie ioti ie seh sats sie i asne bb we 100-0 100-0 100-0 100-0 
: TVA tess Cla bie sby GCE eon RA Ee IT ea ee te a a 93-1 92- 98-0 98-9 
ee Oe hee oe og ede oie alane's oa Gale ob 94-0 93-7 95-3 95-4 
TGV TE 8 a te SrA Re PER a le 95-9 94-3 99-6 97-0 
Ne ee eiercleb aie cei Bg bwiiecn yavinen di oh 95-4 93-9 98-0 96-1 
clita ae a a ne 93-4 92-2 92-7 90-3 
; EE CO ET eM Re NES aces Losers ah aPucielagers Dialers: ove cise hilbate 91-5 90-2 91-2 86-1 
a OSU ete er racks Ss ade Hels se celts Qevedieae nes she’ 90-2 85-1 88-8 84-2 
DL SS ee ee oe Red cars halal abd octhdisltieieure wherara te he 91-7 87-3 87-6 84-5 
TE Eel otc ca cb aaSc cick Pec Cie RIT aE eS ee a elie 89-7 85-4 86-8 82-3 
HOEIB. 3 bbe oii CERI IRD eee Een Pa Sm 90-9 85-6 85-9 82-6 
SL ey rene eee tT Patio cae Adsl oi lauwts Ucn Owa dined 87:8 86-4 82-8 80-6 
. The absolute figures on which the above relatives are based are 
LO? GMMR EN Ne Ain ah cites fas ocr hiSs CEs sels tacaetenclas ese ee 2000 2,295 2,675 2,637 
*From the table ‘‘Employees and Salaries and Wages’”’ in Statistics of Steam Railways of Canada, 1926-37 


inclusive. The classes included above are divisions 73, 76, 67 and 69 respectively. 


TABLE 4*-AVERAGE NUMBER OF HOURS PAID FOR, PER MAN-YEAR, IN ROAD 
FREIGHT SERVICE, 1926-37 (1926=100) 


Engineers Firemen Brakemen 
Year and and Conductors and 

motormen helpers agmen 
A Uaoead GO kb Sone tose CSE Ee Eee enn te 100-0 100-0 100-0 100-0 
ODT e mnt Sere otc chtAciticircles 7 ston Sts ine. echo Riese 100-9 101-4 98-3 99-8 
2 SeenON ot eye. Men Nac erate area bina ad weaiaa aes 101-3 98-5 98-5 97-3 
OW One EAE Ake, Ay oi RN SABES, tos de Gye nhits aes 99-2 95-7 97-4 95-9 
HERD, cigs tle clio Cee! SARIS Octet tie i ieee ee nee ae 92-4 88-5 90-9 88-9 
GS ree ET eee iiss to rte eta ae oh oso eon dn svi She 84-9 81-6 83-4 82-9 
Os Zeer are PU mR TARY Jal, Staessen) eel a ocsiele day SoA 82-7 77-5 80-7 75-9 
TRB ee Sn tdi to NORD Rene OL aE ra nae eee 84-3 76-6 82-0 73:8 
TERS GAR 8 at Bios AE CN ee es coe eo eae 86-0 78-7 85-3 77-3 
TBR disltd b Ei SO COOLERS BC REIS Se Oe ene ea 84-5 77°6 81-8 75-2 
IMB ob See kate tS Care h CO REE ne aORRaE Aa ie 84-6 80-9 83-6 76-9 
OBS kOe 6 aah ec pedeth MOR ALES BARE en REL Aaa ce 82-3 79-3 81-7 76:8 

The absolute figures on which the above relatives are based are 

VAR 5 dhaie'cadl ache Bis eae Se Ee EI ee a ars eee 3,010 2,844 3,148 2,935 


*From the table “‘Employees and Salaries and Wages’’ in Statistics of Steam Railways of Canada 
1926-37 inclusive. The classes included above are divisions 74, 77, 68 and 70 respectively. 
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TABLE 5*.-AVERAGE NUMBER OF HOURS PAID FOR, PER MAN-YEAR, IN YARD 
SERVICE, 1926-37 


(1926 =100) 


Engineers | Firemen |Conductors| Brakemen 


Year and and and yard and 
motormen helpers foremen helpers 
100-0 100-0 100-0 100-0 
98-0 98 98-6 101-1 
98-2 99-0 98-0 98-9 
97-3 97-3 96-0 96-4 
97-4 96-6 95-9 95-4 
95-6 95-8 93-4 93-1 
97-4 96-6 91-1 87-4 
91-8 88-2 88-5 83-0 
95-8 90-6 92-9 85-3 
94-1 87-8 90-6 84-4 
94-3 88-7 92-5 87-9 
92-3 86-6 92-4 88-5 


The absolute figures on which the above relatives are based are ‘ 
MOOS ESE Mecca tat avi Rulerh 1 nin Eat ny le Nich ve 3,042 3,007 2,823 2,652 


* From the table ‘‘Employees and Salaries and Wages’’ in Statistics of Steam Railways of Canada, P. 
1926-37 inclusive. The classes included above are divisions 75, 78, 71 and 72 respectively. 


TABLE 6*-AVERAGE EARNINGS PER MAN-YEAR IN ROAD PASSENGER SERVICE, 
1926-87 (1926 =100) 


Engireers Firemen Brakemen, — 

Year and and Conductors |baggagemen 

motormen helpers and flagmen 
ODE MRA Eran tae Phan Rt Wile act clemice betes okt 100-0 100-0 100-0 100-0 
TCR Ag!) Soe at Sane SY) OHO St SNe Weve OO ae OA Pe SE eae ag 97-1 97-5 103-5 105-6 
TOES Cao AS URC Na BER SU OD ipa A ca ee As ep 104-6 104-7 107-1 105-3 
FEO Neer PETES Ss oh" ep. mle era: be Uke ee 6S ae al 106-2 105-1 111-1 109-2 
IGE RS UE A Pe ni eee Ee OR Riel Be 105-5 104-6 112-0 109-0 
ST LITE REBT! tele eh HOI Mor os noe este a Rbock rasdinre awe Ha 103-9 104-3 105-4 103-1 
TRY RRM pC heal ANG 9a 2 SIM UY 8 SMO, Nes ee CN eae a a 93-5 94-3 96-2 91-9 
IAS Alaute fe iien SPR ie er UP: OR) eR RL VRE a Sn 88-5 84-6 89-4 .  8ba8 
OSA MINNA MINS Ares Kates Nabe Rist n, ctageyciAnn at chalk, ateve mee 93-3 90-2 93-8 88-2 
POD Mee Wee eS iu nice arabe eae acta nist teak shaven Meee (a Pore 96-8 94-5 96-4 91-6 
NERYOKS set Oe A Ne BR ek Se Re Ae OG 99-7 96-2 97-1 93-9 
OS ieee reprrsnee sei i. co ic Rye ae ene Mae ow Out Se be 100-6 101-3 98-2 96-1 


The absolute figures on which the above relatives are based are 


UPA meena aie C1 ae exe aA Rn Ie ated AB "$3,185 $2, 389 $2, 728 $1, 964 


*From the table ‘‘Employees and Salaries and Wages” in Statistics of Steam Railways of Canada, 1926-37 — 
inclusive. The classes included above are divisions 73, 76, 67 and 69 respectively. 


RAILWAY CONDITIONS 


i 
a 


7 1926-37 (1926=100) 

: 

q Engineers | Firemen Brakemen 

’ Year and and Conductors and 

: motormen | helpers flagmen 

2 ———————————————————— ee eee ee | | | "te 

a 

ME ET Seti AE ES to he la in dbs: 100-0 100-0 100-0 100-0 

pepe ty PO eee OPS Sic cide iinlwiele Tooele thes 103-6 105-9 104-8 106-9 

NL PETE Soe, PRN F chases ok recov cbehsshuaracwrerso nals «ici acd bees 110-7 109-4 109-3 108-4 
LBRO). 30 cin wht 0/0 end CRESTOR GEE Ee eee ee 107-7 104-8 108-6 107-4 
SI UME ee MESES LTE MN 0 ot TPR Sas. sp ahey Soclontiene etic ccvaneletecese 102-9 100-0 104-3 102-5 

ME dow cide abe 0: a RISC See ee ae a 96-6 94-1 97-7 96-5 

LEE son cin cep SD HOBSS Eee eye ae 87-8 83-7 88-0 83-9 
(MSE aos o diio 6 OCU OU EE DOS CE een ane ane ae 82-4 76:5 83-0 75-5 
BE cota GOB WRENS tie ERED SIE EEE SR ea a 86-4 80-7 87-5 80-0 

UBS occ clei bed Ore ERE eae OS Re a ae ae 90-3 85-1 90-7 84-1 
STDS Sb g oho ae th BRS ER ee oa 91-5 90-1 93-5 86-8 
IE cong ode ht OBS OCR ee Eee ae orn ee a 93-1 92-2 96-0 91-1 

4 The absolute figures upon which the above relatives are based are 
ENB 6 cvecciets g.cllthe ch ARE ROSTER ee See ee ae $3,060 $2,147 $2,715 $1,981 


’ 


*From the table ‘‘Employees and Salaries and Wages 


_ 1926-37 inclusive. The classes included above are divisions 74, 77, 68 and 70 respectively. 
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_ TABLE 7*—AVERAGE EARNINGS PER MAN-YEAR IN ROAD FREIGHT SERVICE, 


’in Statistics of Steam Railways of Canada, 


SERVICE, 1926-37 


Conductors} Brakemen 


_ TABLE 8.*—-AVERAGE EARNINGS PER MAN-YEAR IN YARD 
. (1926 =100) 
Engineers Firemen 
Year and and and yard 
motormen helpers foremen 
SEH gE SEE PE SVR sdcanetinasls uaileieTene iv advielevs.gceie 100-0 100-0 100-0 
OM GS SAS aie 5 is.c Clk ao one nae ac 99-7 101-9 102-3 
EDS nce 9 be fie hey oc ae SRS ee 103-4 105-6 101-7 
ed OE PEMD SES eo irene hare este Misuse wears bs 102-3 103-8 100-3 
‘SEO cha ab acne & dS 2 See Ree aE oe ae 102-4 102-7 100-0 
se EEE ete eect oh. aah, Aa lee Glageiave esis hi ¥-4 98-6 100-2 96-0 
GR), 25 ds.ilotelo Phe Coane Scie reel ani ee CAI ae a 91-9 92-5 85-9 
RT ek: od, apa ROE ye a eibienleene » 81-2 79-1 78-2 
LUBY 0 cseclhid’c 6 babe otc OSSD SO eI ERS ies ot Riel tena es a ea 86-1 82-5 82-8 
HEARS Abra 5.9 ull © dle o COIS See Oe US De oe nee a cer arree 88-6 84-3 85-2 
(eh a RS ae 89-8 85-9 87-8 
SERPS cre gssertetlh ye GR eal eR GMCS NC TE eae 91-8 87-2 90-6 
The absolute figures on which thle above rela|tives are ba|sed are 
BPG celiolddens lotdacd ae ake os SRE en BE ara eey $2,575 $1, 957 $2, 303 


1926-37 inclusive. The classes included above are divisions 75, 78, 71 and 72 respectively. 


and 
helpers 


100-0 


$1, 928 


* From the table ‘‘Employees and Salaries and Wages’’ in Statistics of Steam Railways of Canada, 
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TABLE 9.*—WAGES PAID TO ROAD PASSENGER TRAIN AND ENGINE SERVICE 
' EMPLOYEES AS A PERCENTAGE OF PASSENGER REVENUES AND OF | 
TOTAL PASSENGER TRAIN REVENUES 


As a percentage of 


Passenger _ 


Passenger 
a ‘train’ 79 
revenues revenues 
% % 4 
MOALS LO SUMO LOL 7 sas sean ate Cn ithe (Sey Rl Ta ate Rated et lana ls ays ane 10-6 7:6 y 
AS see SEN A MATRIC AMIR AUN SUE Ci SCM eve ie Ui a) ote a 10-7 7-78 
AOI O Se Cie ata te el eS Fee UCHR Sy Inn aii REO UAL NR te Wa a eee Cal 11-4 8:3 
FIC AT ENLOMD GCNS4 xr ONO ime Jil i U1 Wit iniLa Os 1 anal ar AUN NAB CO eI, OAT AS 12-5 8-2 
TD Ae Un a nee Ole: CE NEt CUM a uid A NEA 12-9 9-2 
WRU PGA RU MOR Ute cua NO ata: eh tl Gar ital ASE Ebb ota Alia A 14-2 9-4 — 
UL VAAN DUD Vin aroee OV ee bea oak uta TMT OET Mak Gey Sens a RNG PD 15-1 9-8 
ODS A aie) ec Tay nee ic te, RADE. AT IB CNG Gin ROO Ry MORK LAU Rea 14-5 9-7 
AYP? a Ah ea arte PA Ey ny a Aye asl de CES Ao basis 15-4 10-3 
AEG ON eae ene Ei Land HMI GMI RGN RR MILNE IN ek Sn a eS 15-8 10-4 
Tie EN Nee MG ia aie EOL MM ORCA NG BEG 15-6 10-3 
WT eR mers MC UU A tele Re oN Aa Recaro ane CaaS ne AN ee 16-4 10:8 © 
iS asi Adin PROGR Bao i GS Rasa TUR TD NELss ub Anau y AV Babee Sa 16-7 11:0 
MOD Ore Aton: dye /poe Renee mere eae me cable cana SON oy eta a TAGE Ne Ba 17-6 11-39 
DOS OS yrs eG UNL Bn vias LEN tec cl aiee hay fir tay) Pea ORS Beans UNE Sete 21-1 13-2 
POST REL eiinahh, Serr date ate nate Thy Rep emu eee tT Nae, OTA RA 25-7 15: Le 
TORR RG ere Mima iN uum maccad atnaa 25-6 14-47 
LOSS ei ait eae RI ee BIG i een Les kL Ad MMs Vacate 24-8 13-8 a 
OSA el Wee eae cM cP he UR 2 RRL ak TOL AVE AH ea 23-3 13-18 
AOS Ya SeN Ue aA Roepe Nscain tet Oe evga MIO SAQA TA CORN ANS Ag BOAT 24-5 13-79 
TO SG ae ois lien URAL ese Ion LOM DL DM BELL MR eee an yam rene 24-7 13-8 
1 RRO REGS LIN lo LS I ec oe cee ae Rs ba 24-5 13-9 


* Wages paid are as reported in the table ‘‘Employees and Salaries and Wages’’ in Statistics of Steam 
Railways of Canada, 1917-37 inclusive; passenger revenues are ‘“‘gross revenues rail line—passenger’’ as 
reported in the income account; total passenger train revenues are the total of passenger, excess bagel 
parlour and sleeping car, mail, milk, and other passenger train revenues as reported therein plus the gTOss 
revenues of express companies as reported i in the Canada Year Book, 1927-8, p. 673, and 1938, p. 668. 4 


TABLE 10*-NUMBER OF ROAD TRAIN AND ENGINE SERVICE EMPLOYEE HOURS © ‘ 
PAID FOR PER 100 TRAIN MILES 


Number off 


— employee — 
hours 
& 
Years to June 30— ‘ 
RUS Akt RANEY Ae ne Ra ey Meee a Micra Mara MT a em MO Mee AEA IIS ALR YY ASIEN he 53-29 
POE PUN aS Toy! eves vnichce Uk Sachs geiche dc Bc ik Dae, Re ee Te ee ne 56-83 
CR e ee eee ee ee ieostanaly aie 7 ae Aeon eee : 
Years to Dec. 31— : 
sO Os | A IS apt en I eS FR Sa NE OS Fa iets ALE ad ae ota UR ek a 51-65 
TAIRA NAAR ARR aa a A dhs oe Oe eee A ee RM Le Re ae et i Btu Ui Sd 50-46 

DRE aati bee ROS Nes Aims crite ee Ree Red iach PRON ae Da Reng en 48-17 
OO MPERIP RSE TADS Ai ce Ri) fit a va ue ed SAL ee fai Bits? | bane paeiiben an ane Ae Sn Wy, IO eC ge 47-40 
CODEC REAR Ir is Gna DORON Me Maine Ake IESG I) hy) 49.13 
fs, 
POSE AR mae PO SRLS, BYR Bae, Sod re aa PAM nL Aga Cope ces FUR ree en Ee 44-14 f 
ORC eae tates Bus USNR ture apes ake ae ina CUNO Bane aM AN Be Pen titel Mc aati DM ee 44-72 
1926 44-75 


*Employee hours from the table ‘‘Employees and Salaries and Wages’’ in Statistics of Steam Railwai 
of Canada. Train miles are the total of revenue train miles, non-revenue train miles and motor passongg 
car miles, from the table ‘‘Operating Statistics’, ibid. 
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TABLE 11—WAGES PAID TO ROAD TRAIN AND ENGINE SERVICE EMPLOYEES* 
PER TRAIN MILEt+ 


Bh. Wages cost 
i Wages paid General per train mile 

D. j — in cents per Wholesale in 1926 

2 train mile price indext | purchasing 

q power 


Bears to June 30— 
1917 


ics bys Ibs amt ne Lich ie eh eh SRO DAO MEE Mae DPS 22-87 99-3§ . 

ee eae ees sy geek deans 27-16 120-9§ 22-46 

OT clean a dite, TEI tht RN Ey Mie ee ed ea ae aA aeeea ROC RE 34-72 130-7§ 26-56 
"Years to Dec. 31— 

‘ IID) cbs cust di eel ot ERE ES ae ATA nies Same 35-93 134-0 . 26-81 

q ODD os aig AS he Leck: RRS SIO ae ee ces toa 42-58 155-9 27-31 

TIGRE 14 thn a Betas 2 ere aR ge PIO ao hee ER oe 40-83 110-0 37-12 

TROBE a ine PNA pa ae a ea Regie ae 38-43 97-3 39-50 

OWES hele, Wile ie 0 Aut ake ee ara a ee eR aC eka ae a 39-43 98-0 40-23 

ROSANA PRE eb er tae a oe MUM ey ea a ig 37-21 99-4 37-43 

TRB) eh ah I a nt ad a ey cee 37-48 102-6 36:53 

eee Ry ata N hah oer es. LT ig ah egie clre tes 37-91 100-0 37-91 

RETR Oe, Wo cee ror: Fite bre Gers at ae eee am ee AS 39-77 97-7 40-71 

TPE eke Ye ahh ed A To ae a OEE ge leper 40-41 96-4 41-92 

OPE fabs Al ea ME DU C087 aM ee > 40-34 95-6 42-20 

LOR) io) as aiden igs bck pane oi Ee ae eC ee 39-01 86-6 45-05 

TORTS ie La Sor dll EAR Re ON SHG 1S Te a ee De me 37-15 72-1 51-53 

RS OS IER Re et Oe ns ee ie i a lS 33-29 66-7 49-91 

TER Se ec ll 08 can ie nie Peal aa ee ne eR a 30-84 67-1 45-96 

(ERIE acacia NE a i de gn Da 31-96 71-6 44.64 

SLOG OPER AM eens eh ie Rewmy yh Choe aM Ud ae 33-45 72-1 46-39 

TDR ea ca aC hea aa EAN cl RO NOC eit 33-98 74-6 45-54 

| TUR Gi aos hi ve ato Sim ES DETTE eth pe a eS 35-20 84-6 41-61 


*The figure used was the sum total of all wages paid to the road freight and road passenger employees 
as reported in the table ‘‘Employees and Salaries and Wages”’ in Statistics of Steam Railways of Canada, 
tonsr inclusive. 
‘ +The figure used for each year was the sum of (a) revenue train miles, (b) non-revenue train miles and 
x o) motor passenger car miles. 
{Prices and Price Indezes, 1936, p. 17, and supplements thereto. 
§These figures are averages of the two relevant calendar years. 


‘TABLE 12—STEAM RAILWAY WAGES CHARGED TO OPERATING EXPENSES AS A 
"I PERCENTAGE OF TOTAL OPERATING REVENUES 


I II III 


Column I as- 
— Canada* United a percentage 
Statest of Column IT 


* Wages charged to operating expenses are from the table “Employees and Salaries and weeae : 
Be rating revenues are the total of gross earnings from all sources, from the table ‘‘Gross Earnings’ 
tatistics of Steam Railways of Canada, 1926-37 inclusive. 

_ {Class I steam railways, excluding switching and terminal companies. Wages charged to operating 
xpenses are shown in statement 55, total operating revenues in statement 35 of Statistics of Railways in the 
eed States, 1926-37 inclusive. 
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TABLE 13.*-MAINTENANCE OF WAY AND STRUCTURES EXPENDITURES PER a 
MILE OF LINE, 1923-37 (1926=100) a 


Total a 
a expenditures | Expenditures A 
ear y on on H ‘_ 
maintenance roadway oven ea ; 
of way and | maintenance haltaae iy 
structures 
% % % 
Cr TG Os MTA ie A Srila th die SE SAt Meares 104-4 108-5 96-2 
ROPE AGE CULL |) AR On i ec On Re and 96-6 96-6 93-8 
LOD TNR EERIE ot eho gst ade Pret aie cher uate ah Rake as ai alc Rumen 90-9 99-7 86-1 
LOG RE ROO ti Ae re GR REI crate aim eists Acar oibig ts STR a Om Slew a 100-0 100-0 100-0 
1 lect aati baed USN AAS AS Meee a Gel ode 2 Ron A Aiba Remi ee ora eed eae 106-0 110-9 106-2 
NODS aM AL noes Bee eM eR i cestennre i Melee dogs A. WEN SMa Lal led cs Gnalyt ale 119-0 127-8 128-4 
TETRA SOR: Oy BG A SNe PA ea 114-0 123-9 109-5 
OSL teeee se MER bu cies. PM Viera a cits pustol Sue i ort, ee enUn CSR AN oe 92-8 115-6 171-3 
FOS Rapier a REN RIN ee ah ie Ee sree dS) Fray, epenarolc ne, cbhere ietria are 77-7 105-0 64-1 
LIED lan aaa an dd mi emia aE ccs CHRD Ton LAceryen | Oot AEabr gine Paley als 59-1 91-4 39-0 
ROBa yeas Se fo cPanel (SOWIE 0 ly ra Aa page A 56-3 84-1 42-4 
TOE ON eila AGEN Dip: Mei ted a Cr api es ot ls Bee 62-7 84.5 51-6 
TOR Sata Ae RD Yeye Uk Sie mA ORL rk ens es YAR aie Oe Ptbkacscaueees la teters 64-1 91-1 49-2 
SECS Je AIT Ge ls RS Ie oA BPE Ys Re aes We Ae, OR RN 70-1 95-6 570m 
TACT pe EONS OD Seba Vs iS a Bee, SOM or ie LES ae IRE Aas SF 67-7 90-2 50-2) am 
The absolute figures on which the above relatives are based are: 
ODO eee cMncrmiees Raleciae cette "ee eae JER Peer ee $2,017 $106-2 $594-1 


* Miles of line are shown in the table ‘‘Operating Statistics’; expenditures are shown in table 7 of — 
Statistics of Steam Railways of Canada, 1923-37 inclusive. : 


TABLE 14.—SELECTED MAINTENANCE OF WAY AND STRUCTURES COMPARISONS. 


1923-37 
(1926 =100) . cs 
Per million gross ton malees 3 q 
freight traffic* 4 
Hours of Tons of 
labour of new rail 
section crews} laidt — 
Bs MMAR ee Gor KY eee a Si eis 9 Mia ia ie tk lal es core 112-7 91-8 
SOP Sal CMT) TI Sa OT ened oe Sie eT 9 ot CL Is PMS Pere RE ane Mw er MED a el fn 118-6 . 110-Gaee 
MODY ECs tae PERE INMRT Eeh iti Ni okt sesnthieel ca erehedriceete etety 6 eI SR ca eee ei eo 113-1 105-8 é 
G22 ile menetaee Aten Mae Roar Toy tonsa 1s IRIS ORAM ed fo LVS Me OREN ac aM SEER rN RE 100-0 100-0 
CEE on Tee AO ail OR Rai eS SR ME Ns AR on fine CoB? Ty 101-9 116-4 
TE aS” Stal ACNE SCR ph OS Sol NE Re UNL ES ten oe, 91-4 157-0 
BS ORMRN TREE RESO Re dated Weel cu TOE Pane MeeR A eas ies Cun tab et Lae aii obenay aman cuellNol col sok Meare EEE eae UM 102-4 153-6 
DSS Le ey EEN Ree Bhs CGN MACE, ee RB. cal PAL lis atiraten sticky bo tase ct ec EOk Home BORER Ga 113-7 131-4 
Tea nic, Been ans eo eR aRenE RSG ce CMR E GS, Cnt Leer PO te RBA ARR RR i Be ei ic 123-0 87: Ox 
HES 5 SAL UE a Ra ec Os GE EI Ae eal Bo DS Ce OR ORD art aD ire ag G2 126-5 46-4 
LOSS RaW es Bia) Mekal week Meets toro yaceac ths Go eaps oN oa DAU alae eye dayepcke lenekere cha, aetna hee cotqenmadettebleh abe 131-5 30-4 
QR Aen inte 20h ia ty RIE etic s = Ak Sh Te ee re PRUE ACCRS EL AC Bey A Ee eens ay 1 METI RO 8c 121-4 63-3 
IESG a8s -.thdlle he ene aR aime TERME GS ene a edy ees SANE Onin hy Sel eres atm, Bele Ot 117-8 55:65 
BOB aves apetetay %, POGe Uat Weal a2 SE eRe ED ay. andar cacao aaa eae CAL TR 109-7 60:9 
MON Si Se Auk ak SIS RROR Ih OI get On basin ee FS Oe at Muay oe ee ee I RR RE A Lam CER 101-0 62:2 9 
The absolute figures on which the above relatives are based are a 
708 2-19. a 
* From the table ‘‘Operating Statistics’ in Statistics of Steam Railways of Canada. ” 
t From the table ‘‘Employees and Salaries and Wages’’, division 19 and 20, ibid. a 
t From the table ‘‘Rails Laid During the Year ended ——”’, ibid. 
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TABLE 15*—ALL RAILWAY EMPLOYEES (EXPRESS, RADIO, AND OUTSIDE 
OPERATIONS EMPLOYEES EXCLUDED}), THEIR NUMBERS AND 
EARNINGS, 1926=100 


Average earnings Average earnings 
Nii hor per year per hour 
Year employed 
aera As In 1926 As In 1926 


reported dollarst reported dollarst 


oiogt s5 cba, aploo06.6 voomeees Hobage 100-0 100-0 100-0 100-0 100-0 
“quleel o 8 cecob Si Beg Oe pe OB eeab cproe 101-4 104-2 105-9 102-8 104-5 
17005 SEOSOO OCD AOR HAO OU ODOR een U OBnae 106-5 105-6 106-8 103-9 105-1 
Rene ese lat V alsin octaves!) cre’ oi a clo susyelm aa 105-5 106-8 106-9 105-5 105-6 
- 20 2 0 JOS ot ep OU BOD OCU gan An cee 97-6 106-3 107-2 108 -4 109-3 
RNa iia la Posteri sfejo wictoici aateretes stare 86-2 102-3 114-2 110-1 122-9 
HOE AOC O Me cee re OR aeE 73-9 93-8 115-4 104-0 127-9 

JRC OBA Oe ND OS ene 68-3 88-9 114-7 99-4 128-3 

OG OIC QIOE HOOD ORS AM OAG 71-5 87-9 111-8 96-3 122-5 

onkrb 04.000 ADR SOBER DE OOo BOCES pDOe oer 71-6 93-1 117-7 101-3 128-1 
nigdes du bpOps DB ROS RD EOde one AB Stistad 74:8 94-3 116-7 101-2 125-2 
Job VO UlpIEOON Choe OBOE ONO INO ae 74-8 99-7 120-0 105-3 126-7 


The absolute figures upon which the above relatives are based are 


162,423 $1,479 $1,479 58-98c. 58-98c. 


a *From the table ‘‘Employees and Salaries and Wages” in Statistics of Steam Railways of Canada, 1926-87 
inclusive. 

{The numbers of these excluded employees at 1926 and 1937 was:— 
I 1926 1937 


i HIxDTeSs COM ATCUMel bagi sate sjelespsewie s/o ls owis'e 6 FAA nis oc MRE banc dei 3,051 2,391 
. EUCHRE MN o Tis isopentane actu: th eject et stexlare spol erated wid cost oMepasotederauai ee casters 74 26 
isle OPELAGIONS CUUPlOVOCS 60s orice eiec)p clase cai tiare va eens Vee enens 8,718 9,509 


i tAdjusted for changes in the cost of living index, Prices and Price Indezes, 1936, p. 103 and supplements 
3 ereto. 
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| EXHIBIT No. 106 
Map showing profitable and non-profitable lines, C.N. Rys. (Not printed) 


EXHIBIT No. 107 


CANADIAN NATIONAL RAILWAYS 
DiIstRIBUTION oF INcomE DxrFicir ror YEAR 1937 


LINES BUILT OR ACQUIRED SINCE JANUARY 1, 1921, AND IN OPERATION AT DECEMBER 31, 1937 


Cost of Con- Income 


; : result after 
Mileage | struction or interest and 


acquisition tae 
1 (1937 level 
of traffic) 
' $ $ 
Lines which earn enough to pay operating expenses, taxes and interest 
¥ ANDIRGIEL, copc's's die Ss BG BO Le eee Oe CU A Wer Ren pele aps Pee 36 | 3,127,300 48, 200 
Lines which pay operating expenses but fail to earn enough to pay 
taxes ANGMIGLCLOSUCHATEOS sae ai tnd fans ticks hsco ttre ct re na tiskaeie orvueta tue 58 | 5,039,400 |Dr. 70,200 
Lines which fail to pay operating expenses.....6..0...6 0 sees ee ects: 2,178 | 77,316,600 | “ 3,555,700 


2,272 | 85,483,300 | “ 3,577,700 


Dept. of Research and Development, 
- Montreal, April 24, 1939. 
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CANADIAN NATIONAL RAILWAYS 
DIsTRIBUTION OF INCOME DeEFIcIT ror YEAR 1937 
LINES BUILT SINCE JANUARY 1, 1921, AND IN OPERATION AT DECEMBER 31, 1937 
Capital mage 
cost result after 
From wy bie) Miles of con- interest 
struction and taxes 
(1937 level 
1921 of traffic) =| 
Sel cen tanl BYE Sat UD NUE te a tea Demaine. Sask uu eet a ese 8-79 {$ 185,473 |Dr.$ 13,400 | 
OSI toh de he an oh LOL Nee I ee A Wrard:laws vlc arene pots u UME 6-69 285,940 | <“ 9,100. 
DESIR rb nee eae eee Senne r Ten y i Ridgedale sash: oi wn yee 23-78 sy a WA 67,800 
Peeve vi Tilek 2 sebeiiaCmiee yu plea AR Pett neon; Sashes eat ea Se uth 41-50 928,096 | “< 102, 900 
Tair Gerona tein vnm ttyl Ge sol ALAC e TS St. Walbure, Sask Vee ye equates 9S BARD ST led 44,000 
RODINEG DSL en een Ria tle ety Whitecourt, ATTIC eR ACT a eae 38-29 | 1,587,399 |“ 204,500 
gern acl iain tar CW cree Lua ey ON dau lh i Luscar, Aiba oranne wen nay 5-40 |Leased Line] “ 14,400 q 
1922 : 
TO GRU AL ON a eg SE a Beeehy mask (sieves ae oe eae 6-48 P36 Go lena 9,900 
HIAStRUTPI Ste tee Ay EN ca West Burrills, ae EB Re Saad Ma 2-00 212), 8806) 4,400 
WAN as ENG Kot OOUENT ty SO BUMS tal ZONE na Alonza, Man.. Nee TAR ol aa eae am verdad FRR 4 341,895 | “ 25, 200 
Gravelbourg..............:........|Hodgeville, Gate ih Ge te Wn BOO 677,348 | “ 68, 300 
Red i Wear dete s Meiew incom tn Red WeeneAlta sans ay naan 6-06 B25 CHOS Ses 18,400 © 
1923 
JERE RAN ORR TG UEDA ae MER ea Dihamehenl ga sicarhat wenn ae 3-48 48,300 | “ 5, 900 
HESTON GAVIA) isan gs a ROMER NTO ANG LA Chanlog, B RAL Vhs aee e Dst Ms E Gee () 548,109 | “ 116, 400 
NUE nigel lit UIA ee ea ce Hy oe LEA Ardmore, Ey ate Saab Higley 3°71 88,249 | “ 5,400 
Longlac REA ALNUIN St ae AU Nia kina Omib yacueee, teeta sien a 30-27 2,825,363 |Cr 36, 700 
1924 
CEBU IN ies eta ven seh diehie Cowichan Lake, B.C...>........ 3-80 123,244 |Dr. 26, 200 
UE KOTO Cre niet t (eth a RR IRM mR as, RS Neidpath: Sasksiusaatme eee me 9-57 292,579 | “ 21,800 
ROG DIES EMU M REN MUNN tuts O30 han es aro nti MS esiae ucicntee ale ey 22-29 595,440 | “ 27,500 } 
Daonipourey ear aie, Wise mie de et Donnaconar Quek wee 6-26 Odo yoooMen 15,400 
1925 
Paddockwood Jct..................]/Paddockwood, Sask.. 23-83 5245347 lit 22,800. 
TEPER RIOEOE seh areie Ue aye CEN Nal ect Papineau QOuenaai vaste ae 12-66 500,257 | “ 27,700 
RE nll foray ot <palaat 2, Ae ta Maas SMD Kielowing BAC Cee ie anaes 90-85 | 5,930,772} “ 161,100 — 
PE ungaQ oie fore oti NaN INEM SNE OL RAW eta ge Lumby, B.C seth ue a8 eee Nene eb AE 14-78 964,852 | “ 16,500. 
TOC DOLEO Mie toy wNenn yey Waka Loeckeporte Town, N.S.......... 4-23 187,134)“ 5,400. 
Desrho lime Teton sive oe a aes Cowichan ge BUCA ae tae 7-26 390,224 | “ 35, 000 | 
Lake Cowichan..................../Youbou, B.C. ETO STUN) NOL 9-60 825,420 | “ 66, 100 
SUE 0 (et: Rh) Sag a a Endiang, PP EI ROR Ee LAgE Sun 33-00 857,879 | “ 35, 300 
FUP Wann Om sedimented eats Clk Le alg Dunblane; Sask. ain sy wdenee ee 11-60 893,460 |} “ 19,500 
stony ys ean ke FPN rca a BO Mile 29.70. Sasktie seein An ate te eOe0) 807,308 | “ 44,600 
NeNSAie) Raotct ca hc Sapp nDe Ht Ve Ie ee Ea Ta aa Rorketon,; Mant eee ey e222 as 455,846 | “ 29, 900 
HE SHINRS Congo AY Raga ian al gS Pe LI Re Hairpoliae, (Pacis wins. lose ean een as0, G12 LOI ws 32,800 
OVGrna Aerie s Wilnecavinw eine eats Hemarika Almac. cree waitean wun 50-00 DR 27 OSb lines 42,300 
1926 id 
Be asornatpenc wi lyan vnsayi tense pleat PineMalis’iMants cam yale eet 19-49 |$ 547,020 |Dr.$ 15,400 
Chima Chay eh 14 SHOT AI ele 1 heh bacyRemin@ Genny dace weeks 2-40 85, S2det 4,800 
fbn ds Meets het Famine nme el UDO RS aR Acadia) Valley, Altaye oto 2ee sil 28667 Lk Sosa mas 31,400. 
PCE OMREDIA ae Hy seal TILE i ge Willowbunch, Sask...!.......... 28-49 876,154 | “ 118,500 
RS rave Uh ut tity Sh rc Aaly aM ROH As ARAL Finnie (cA lta eee ler Mien tamer bey 29-18 758,573) | 5° 31,200 
CeDENAN UGE shiney ¥ lsd adieg acta wd FET DOW Vases ty erat wesate tye eon 25-98 | 2,001,041 | “ 43,700. 
LORY Nol ave raY AA UA USA OIE len AKI oougete Pena Rabbit LakewSagkiue niin 42-50 1 PS1e L68e i as 60, 700 
Rese eat W Ll al hes ke CONRAIL ag Elk Point, ALbate veel ak Ma 19-55 DDS iu oulmec 40,400 
1927 ‘ 
MT e207 OM. vat toe SR NEL eed a Wihitebear, ‘Saisks)y note: 4-60 125,038 | “ , 900. 
St. malicious: De RANE MAND ch Ache aN C7) Dolbeatth Quad Mime pagan ellen 26-60 1,438,290 | “ 72,300 
ZN 4) EH Ua Ske oh rye nea Pe Da NG re Nata At SRL AS A AUC 1-33 OTS 2,700 
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CANADIAN NATIONAL RAILWA YS—Concluded 
DISTRIBUTION OF INCOME Dericit ror YEAR 1937—Concluded 


LINES BUILT SINCE JANUARY 1, 1921, AND IN OPERATION AT DECEMBER 31, 1937—Concluded 


; Capital eee 
a cost of result after 
, From i To Miles con- interest 
struction and taxes 
4 (1937 level 
| 1928 of traffic) 
. PrP CT OA aL 4 hee cts he bie «2 NorandamQuonencn scien tees hoe 43-90 |} 3,252,415 | “ 42,300 
Pe OOD LOUD Cann Mesias cat oe. POBSK e e Us el ye A Ns wl ao! 6-08 301,880 |Cr. 11,500 
VIG Splohbtia es ae Nee ie ey i RadvilleniSasko icc: eins alee veh RS bd. 678,912 |Dr. 29, 900 
LOM ETRE CO Race 1 a a ae BonnyivallesvAltareaen, ve eee 37-15 1,388,450 | “ 27-400 
TB ROTI a eee ee GloveriRarwAttat®. ete, poral 9-61 360,282 | “ 16, 200 
Witllermbrookseee ati ese Gre uo Parkerview sa oask.. .. uae dues 22-44 675,062 | “ 28,300 
Roe oy aah el eH en Ae Fae a so SPECS SAS einen) Sehr meet 37-34 LOU ASaa ws 53,300 
DPLUCOMUAKe ICTs. 6 lear costo neame co Frenchman Butte, Sask......... 29-00 | 1,130,698 | “ 11,700 
IDI Tey ary hh ee Ala ene) ee Re Eleinsburoy Altar de teers et 19-49 795,288 | “ 40,300 
1929 
Baliosedaleraa milan. | sxfuhirak ui 1) MrarouMeAtacue ah me eeee i eiet 26-18 946,973 | “ 900 
BE Car AS WOO INL Ou, Sak. sua tak Buh INutanan Sask. seats ins 3-24 91,204) “ 4,700 
GA Gig Ore Mme erie tye teat ieee he Haste ournills.(Ouewie. cee: U2 GONG 28 Te Cerin ies 17,300 
NGincdorslovemreri ny eo ee TNE Ua GlhadentiSaskesiea. seme 16-40 509,985 | “ 23,000 
(GUST ESO) Ua eee a elle ae cs Halconbridge Omer wae: 3-26 116,286 | “ 4,500 
1930 
Beriineilon, Jetag. te. ack: eon cmon Miinve lon Mami as: /sen ta ae On s49 ity MOoLomegen Li ie 121,800 
SBSVLLOTE UG Go) Gls ag teat ora cee ee aun age te ShernidonsMan shy Neely 40:40') 2,652, 311,4 33,400 
TERI vk, SAGE SIE BOS Wa Vn Um aa MutehlersSasksry gj) eee WA 68/6205 1227541 206ulen: 4 69,400 
UNDTAB TATRA RCS Hes BRR eave Oe I Nae Ne Ans Sasker. We hly sobs seertti 74:98 | 2,648,067 | “ 67,700 
BEG Pea ete ik tee clavate AT boriieldiaSas ks ouch asec es 19-39 581,890 | “ 24,500 
BBPRVOSERViC ni yah ials shopttaw cle bettie ota eee Crooked River, Sask............} 60:07 | 2,482,433) “ 43,700 
| Topless Wage KESs IR Ra Aes ve Sas TESISCOHUDKG Il BO) A Ejeer, aa Ree A oie 9-95 369,245 | “ 12,700 
| 1931 
! 
Dhara eels Sah aisle ee aetna MU abeln Oa Sicaee ce Mee ees Vay ee 89-45 | 3,191,770} “ 113,700 
(OR SNH cine) he erie hy A A Ae et ee i CO) eet Marek: eins hs ie ed Be 4-45 268,760 | “ 10,000 
: 1932 
Ba N recat bebe b sraielind 6.3% « «Sine te Glenbushe Saskwe. wacetenk mace 31-56 | 1,059,645 | “ 9,700 
| 1933—Nil. 
| 1934—Nil. 
| 1935—Nil. 
1936—Nil. 
1937 
Benidvedale tame Ata ot ce oi: Carrotelyivier: Saske ae a aae nek 27-28 934,276 |Dr. 12,600 
INGIG Ma btia er tonne cenit nk Brenda aalste Wey r duces ete a aes 22-88 TYE BIY | 8,300 
PS Onmiyevil lle seer aes ase noha stake Beaver Riven: Al tannie.s. n.xvenel: 20-58 740,880 | “ 15, 200 
MDL ICEL siete bs, oh Mta ye a tel eten Naiataic Main Centre; Sask... 22.1)... ....': 48-64} 1,733,818 | “ 20,100 
SUTIN VASO RSIS eek a Arydetcierainccerti ate ales BOCLON A Cae erate Rue hen aa 51-48 LAo2eo oni. 37,200 


|. LalCeraVe We WS Oe basa ache ae eae SoapawAl tase ave woke stamens wee 40-53 855; £oSU ae 7,400 


1921 


Lines which earn enough to pay operating expenses, 

faxes ancdembenrest, CHATAESS <4 esi wes we ce mands Os es 36 ©6$ 3,127,300 $ 48,200 
Lines which pay operating expenses but fail to earn 

enough to pay taxes and interest charges......... 58 5,039,400 Dr. 70, 200 


Lines which fail to pay operating expenses.......... 1,748 67,461,200 Dr. 2,604,900 
1,842 $ 75,627,900 Dr. $2,626,900 i) 


SuMMARY—LINES IN OPERATION AT DeceMBER 31, 1937, WHICH HAVE BEEN Burr Since JANUARY 1, 
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CANADIAN NATIONAL RAILWAYS; j. 
DistriBuTION oF IncomME Dericir roR YEAR 1937 


LINES ACQUIRED SINCE JANUARY 1, 1921, AND IN OPERATION AT DECEMBER 81, 1937 


BR tae tie 

_ |Incomeresul — 

- From To | Miles | Purchase | after interest 
price and taxes 


(1937 level of — 
traffic) a 


Kent Northern Railway purchased 
a August 7, 1929— ; 
i Kent Whey Tata lesa ice NaN A pea a a Richibucto, NiBstaes eae — 26-49 60,000 |Dr. 24,00 — 


Onckes Oriental Railway; Atlantic, 
Quebec & Western Railway 
(purchased August 7, 1929)— ‘a 

IME EADEOAS fae ten sites cote 2 a. Saher Gaspel Quen eee ea aticoetele 202-25 | 3,500,000 |Dr. 430,800 


Quebec, Montreal & Southern Rail- 
way, purchased August 7, 1929- 
Martiorvillessces wee wee se ee St. lam bert; Ques.c ees e ces } 
Pteokeyacinthe. saan ee Bellevue Jet., Que..............J| 140-84 | 5,920,362 


Dr. 


Inverness Railway & Coal Co., 
operated under lease since April 
te 1922, and purchased August 7, 
1 


Inverness Jet. eee eee oe ke. oy INS hie ae ee ee 60-53 375,000 |Dr. 98,0! 0 
se a Seip en MERRIE BCE UC aes asin el al fart 430-00 | 9,855,400 |Dr. 950,800 


Excluded from the above is the St. John and Quebec Railway, Westfield Beach to Centreville, N.B., 
OL etal as part of the C.G.R. under lease from date of construction (1915-1920) and acquired AEE ie 
1 


. 
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\ THE SENATE OF rae) med 2b 


PROCEEDINGS | 
SPECIAL COMMITTEE 
; Appointed to 
ENQUIRE INTO AND REPORT UPON THE BEST MEANS OF RELIEVING THE 
COUNTRY FROM ITS EXTREMEEY SERIOUS RAILWAY CONDITION 
a AND FINANCIAL BURDEN CONSEQUENT THERETO 
No. 14 = : 
The Right Honourable George P. Graham, P.C., and - 
the Honourable C. P. Beaubien, K.C., = 
Joint Chairmen Be 
CONTENTS: Ke ANG © Ee 
Index “i ° ! 


J. O. PATENAUDE, I.8.0. 
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 
1939 


ORDER OF APPOINTMENT 
(Extracts from the Minutes of Proceedings of the Senate for March 7, 1939) 


Resolved,—That, with a view of completing the inquiry pursued during 
last session by the Special Railway Committee of this House, and preparing ~ 
and submitting an adequate report on such inquiry, this Special Committee 
be re-appointed with a view to inquire into and report upon the best means. 
of relieving the country from its extremely serious railway condition and — 
financial burden consequent thereto, with power to send for persons, papers- 
and records and that the said Committee be re-appointed with the same per- 
sonnel and, therefore, that it consist’ of the Honourable Senators Beaubien, — 
Black, Buchanan, Calder, Cantley, Coté, Dandurand, Graham, Haig, Hugessen, — 
Horsey, Jones, Hardy, McRae, Meighen, Murdock, Parent, Robinson, Sharpe — 
and Sinclair. 4 
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oa 


ie 


4 -Abandonments, 


3 Agreements 


a Abandonment of thes miles, equivalent of 


Walton, N. B., 


Abandonment of Ee Richie lines 


Peterson, Charles W., 103, 121 
: applications being prepared, 
ist 


re) 
m Walton, N. B., 228 
Agreement between railways and trucks in 


England 
Black Harvey H., 338 
governing wages 
conditions 
McDougall, John L., 18, 23, 30 


and working 


: Agreements, Labour 


Chase, H. B., 286 


_ Agricultural deflation 


Peterson, Charles W., 92 
' Air and Highway competition 
Peterson, Charles W., 90 


- Alix-Nevis line abandonment 


Walton, N. B., 228 


_ All-Canadian Coacoens of Labour 


Dowd, Norman oe 134, 143 

Allowances, arbitraries or Permseructive 

McDougall, John L., 28, 
Amalgamation 

Black, Harvey H., 309 
Amendment to draft Report 

Hugessen, Hon. Senator, 482 
Arbitral Tribunal 

Black, Harvey H., 313, 328 


: eae or constructive aa te 


McDougall, John L., 28, 
Areas, self-contained 
McDougall, John L., 48 


_ Arnprior- peers line ebapdopent 


Walton, N. B., 
_ Attrition, railway a cht 
Meikle, Allan, 55 


- Bala-Wanup fee abandonment 
Grout, H. C., 222 
Walton, N. B., AN ee VRB OT 

| Bankruptcy and ‘Tepudiation 
Black, Harvey H., 

Beach Jct.-East Selkirk line abandonment 

Walton, N. B., 

Best, William ? Secretary, Co-operative 
Legislative Committee, Standard Railway 
Labour Organizations 

Appeared at witness, 72 

Review, condensed, x submission to Com- 
mittee in 1938, 

Regulation of ele rer in Great Britain, 


Report on National Transportation Policy, 


4 
Resolution adopted by Joint Conference 
representing Standard Railway Labour 
Organizations, 74 
90,000 employees represented by 18 organ- 
izations, 75 
Economic security lacking, 76 
Biggar, O. M., K.C. 
Statement on summary of evidence by, 437 
Black, Harvey H. 
Appeared as witness, 299, 313 
Co-operation has not received a fair test, 
301 
Permanent and large Railway tribunal, 302 
Co-operating Committee, 
Railway experts on Tribunal, 303 
Widespread publicity, 304 
81645—14 


INDEX 


Black, Harvey H.— Concluded 

Objections raised to outside Tribunal, 305 

Estimates of savings, 305 

Net savings versus gross, 306 

If 25 per cent of railway jobs were wiped 
out, 307 

Unified management only half way, 308 

Contest of control, 308 

Amalgamation would cause new problems 
of management, 

Railways off 44 per cent, business only 20 
per cent, 310 

Arbitral Tribunal, 313, 328 

Highway competition, 315, 318, 3829; 335, 
337, 34 

Growth or decline of railway traffic, in 
relation to index of physical volume in 
Canada, 315 

Railway situation in England, 316 

Railways aided development of mines, 321] 

Railways’ subsidy to wheat growers, 323 

Canada not likely to go bankrupt or 
repudiate interest on its loans or account 
of the railways, 325 

Railway publicity and propaganda, 326, 344 

Co-operation, 326 

Unification, 326 

Railway recovery only one-third of busi- 
ness, 333 

Each railway’s loss almost identical, 333 

Gross loss of $204,000,000, 334 

Passenger and freight considered separately, 
334 

Canada, Great Britain, United States in 
identical positions, 335 

Four main proposals of remedial nature, 
336 


Agreement between railways and_ truck 
organizations in England, to ease highway 
competition, 338 

Canadian railways as highway operators, 
339 


Fair bus decision of Quebec Publie Service 
Commission, 339 

How public interest is involved, 341 

Noranda mines, 341 

Hudson Bay mining, 342 

Bankruptcy and repudiation as threat, 343 

Sharp drop in capital expenditures, 343 

Net profit up $16,000,000 on same gross, 344 

Even with deficits Canada not the loser, 
344 


Supervised co-operation, 347 
Regulation of Highway competition, 347 
Black and Whyte, letter from 
Chase, H. B., 296 
Board of Adjustment, Caner ey Railway 
McDougall, John {He ay. 393 
Boards of Conciliation and Investigation 
McDougall, John L., 


Brandon-Maon une: abandonment 
Walton, N. B., 


British Columbia eae Steamships, 360 

British Labour attitude Ke Canadian 
Peterson, Charles W., 101 

Bruderheim-Edmonton line abondonment 
NS ve N. B., 226 

TT Sec. Treas., 
tion Y Labour 

Appeared as witness, 161 

History and composition of C.F. of L., 162, 
170 


Canadian Federa- 
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Burford, W. T., Sec. Treas, etce.—Concluded 
Communism, 167, 
Contribution of Soe oe as taxpayers, 167 
Propaganda, 168 
One Big Union, 168 
Canadian Brotherhood of Railway Em- 
vloyees, submission of Mr. A. R. Mosher, 
of, to Royal Commission on Transporta- 
tion, 169 
Business rehabilitation 
Peterson, Charles W., 92 


Calgary Joint Passenger Station 
Grout, H. C., 22 
Canada, Great Britain and United States in 
identical position 
Black, Harvey H., 335 
Canadian Brotherhood of Railway sea on bak 
submission of Mr. A. R. Mosher, of, 
Royal Commission on Transportation 
Burford, W. T., 169 
Canadian Federation, of Labour 
Burford, W. T., 
Dowd, Norman g. cee 160 
Meikle, Allan, 50, a 57, 60 
Sutherland, D. Ee 


Canadian National 1 Railway deficit for 1937 : 
208 


Fairweather, S. 
Canadian National ee eee operating result 
for 1938 as compared with 1937, effect 


upon 
Fairweather, S. W., 208 
Canadian National Railway, re statement by, 
in rebuttal to statement presented by 
Canadian Pacific Railway, 362, 433 
Canadian Railway Board of Adjustment 
McDougall, John L., 23, 25, 32 
Canadian railways as Sane, operators 
Black, Harvey H.., 
Canadian versus British Sa NS attitude 
Peterson, Charles W., 101 
Capital expenditures 
Black, Harvey H., 343 
Carbondale-Egremont line abandonment 
Grout, H. C., 226 
»- Walton, N. B., 226 
Changes, substantial, could be 
over 5 year period 
McDougall, John L., 30 
Chase, H. B., Asst. "Grand Chief Engineer 
and Dominion Legislative Representative, 
Brotherhood of Locomotive Engineers 
Appeared as witness, 286 
Labour agreement called obsolete, 286 
-High wages cause unemployment, 286 


introduced 


Refuting statements made by Professor 

ae McDougall, 287 

Re letter signed by Messrs. Black and 
Whyte, 296 


Citizens’ Group for Railway Action, 84 


Classification of trains, rules for 
McDougall, John L., 28 


Communications 
Best, Wm. L., Secretary, Co-operative Leg- 
islative Committee, Standard Railway 


Labour Organizations, Ottawa, Ontario, 10 


Citizens’ Group for Railway Action, 
Letter to, from Honourable Senator 
Murdock, 86 

Citizens’ Group for Railway Action, 


Letter_to Honourable Senator Murdock, 
from Dalton J. Little, Sec-Treas., 87 
Coatsworth, E. President, Citizens’ Group 

for Railway "Action, 84 
. Coleman, D. C., Vice-President, C.P.R., 312 
Hungerford, S. De President, C.N.R., 433 - 
MacLeod, G. R., yee P.Q., 381 
-Marchbank, J., Gen-Sec., of National 
Union of Railwaymen of Great Britain, 
Cable to, from Mr. Mosher, 155 
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Communitions—Ooncluded 
McDougall, Professor John L., 436 


Mosher, Mr., Cable to, from Mr. J. Mare 
bank, 156 

Nobbs, Perey E., Montreal, P.Q., 436 

One Big Union, Mr. Russell, Gen.-Se 


Winnipeg, Manitoba, telegram, 83 
One Big Union, Mr. Armstrong, Secretary, 
Winnipeg, Manitoba, telegram, 83 
Ouimet, Seraphin, Montreal, 333, 382 / 
Vaudrin, George C., 15 
and V. J. Black, Londoug 


White, W. H., 
Ont. letter ” signed by, re unemployed 
railway workers, 177 4 
Communism 


Burford, W. T., 167, 169 
Dowd, Norman Ss, 150, 154, 156 
Comparative earnings 
Dowd, Norman §S., 157 
McDougall, John Ts 41 
Compensation a 
Dowd, Norman §8., 160 “a 
Meikle, Allan, 53, 64, 66 a 
Competition ; § 
Peterson, Charles W., 102, 125 & 
Conciliation and Reyes atta Boards of | 
McDougall, John L., 23 
Conclusion 
Peterson, Charles W., 105 
ntest for control — a 
Black, Harvey H., 308 = 
Contribution of workers as taxpayers 3 
Burford, W. T., 167 
Control, contest for 
Black, Harvey H., 308 
Control of railway labour, foreign ¥ 
Peterson, Charles W., 99 4s 
Control, non-political . 
Peterson, Charles W., 105 
Co-operating Committee "a 
Black, Harvey H., 302 a 
Co-operation ie 
Black, Harvey H., 301, 326, 347 Be 
Dowd, Norman see 149, 151, 159 
Meikle, Allan, 5 Shee. 
Peterson, Chuvies Vie o) dal Seer sticy ] 
Co-operation, changes in organization for, ; 
since, 1938, 211, 232 3 
Co-operative projects, C.P. statement of status, : 


of 
Grout, Ha Ce 215 
Co-vperative projects, 
C.N. & C.P. railways. 
since Ist July, 1938. ae 
Walton, N. B., 211, 233 om 
Co-ordination - 
Meikle, Allan, 53, 64 
Peterson, Charles W., 114 
Corbett, Joseph A., statement by 
Meikle, Allan, 61 
Cyr Jet. “Edmundston line abandonment 
Walton, N. B., 


Dandurand, The Honourable Senator 
Draft report of Special Committee on the 
Railway situation, 448, 479 

Deficit for 1937, C.N.R. 
Fairweather, S. W., 208 
Deflation, agricultural 
Peterson, Charles W., 92 
Disruption of Labour organizations 
Meikle, Allan, 56 
Dowd, Norman S., Sec.-Treas., 
Congress of Labour 


statements of, between | 
Change of status— 


All- Canadian @ 


Unification, 134. “36. 154 
Propaganda against ‘publicly owned syster 


a Dowd, Norman §., _ Sec. -Treas., ete—Concluded 

: ~ Duplication of services not confined to rail- 

% way industry, 136 

_ Wages, reduction in, 137, 149 

a Seniority, 137 

Thin traffic lines, 137 

Average of railway wages in Canada, 138 

- Canadian Federation of Labour, 138, 160 
- Co-operation, 149, 151, 159 

Economic condition of Canada, 150 

Communism, difference between, and sug- 
gested cure, 150, 154, 156 

Immigration, 153 

Political opinion, 153 

Labour’s attitude towards unification in 
Great Britain, 155 

Cable to Mr. J. Marchbank, Gen.-Sec., of 
National Union of Railwaymen of Great 
Britain, from Mr. Mosher, 155 

Cable from Mr. J. Marchbank to Mr. 
Mosher, 156 

Sheltered members of labour organizations, 
156, 158 

Comparative earnings of railway workers 

; and farmers, 157 

Compensation, 160 

Draft report of Special Committee on the 

aa Railway Situation 

~ Dandurand, Hon. Senator, 448 

Hardy, Hon. Senator, 481 

_ Hugessen, Hon. Senator, 482 

Dranoel-Medonte line abandonment 

be Walton, -N. B., 218, 228 

‘Duplication of services not confined to rail- 

way industry 

Dowd, Norman §&., 1 


_ Karnings, comparative 

Dowd, Norman §S., 157 
Economies 

a Best, Wm. L., 76 

- _ Peterson, Charles W., 96, 101, 109 

7 Be ronten ‘and Calgary to Vancouver, running 
3 rig 

= Walton, N. B., 231 

5 Edmonton joint Se station 

= ._ Grout, H. 229 

Emigration, leak by 

__ Peterson, Charles W., 95 

= Employees, yard and road 

McDougall, John L., 30 

_ Engine and train Reece employees in 

McDougall, John L., 

P Estimates of savings 

Black, Harvey ici 305 

; arcs, immigration pie 

Peterson, Charles W., 

Exhibits 

“No. 98, Chart showing railway gross 
earnings as a percentage of the National 
revenue produced. 

No. 99, Communication am April 13, 
1939, from Mr. N. 8. Dowd, Sec.-Treas., 

The All-Canadian Osnsress of Labour 
No. 100, C.N.Rys. statement re Co-oper- 
: ative projects. Change in status since 
July 1, 1938 

No. 101, C.P.Ry. statement of the status 
of Co-operative projects dealt with by 
Vice-Presidents’ Joint Committee on co- 
operative matters 

No. 102, Evidence adduced before House 
of Commons Committee on -Railways and 
Bbipping. April 18, 1939, re annual report 
of C.N:R:, and C.P.R., position with 
regard to Montreal Terminals 

No. “103, Statement by Co-operative Legis- 
lative Committee, Standard Railway 
Labour Organizations, and __ statistical 
analysis of employee’s hours of service, 
compensation, etc. 
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Exhibits—Concluded 
No. 104, Statement by C.N.Rys., of income 
deficit for year 1937,—Lines built or 
acquired since January 1, 1921 
No. 105, Further submission by Professor 
John L. McDougall, Queen’s University, 
Kingston, Ontario 
No. 106, Map showing profitable and non- 
profitable lines, C.N.Rys. (Not printed) 
No. 107, Statement re distribution of 
income deficit for year 1937, C.N.Rys. 
Experts, railway, on tribunal 
Black, Harvey H., 303 


Fairweather, S. W., Director, 
Economics, C.N.R. 
Appeared as witness, 180 
Distribution of C.N.Rys. income deficit to 
show which lines of the system in Canada 
are profitable and which lines are unpro- 
fitable, 181 
Summary of profitable 
lines, 182 
Nova Scotia, 182, 201 
Cape Breton Island, 183 
Prince Edward Island, 184 
New Brunswick, 184, 202 
Quebee, 185 
Ontario, 189 
Manitoba, 193, 198- : 
Alberta, 194, 199, 202 p 
Saskatchewan, 194, 199, 201 
British Columbia, 195 
Modifying methods of operation on thin 
traffic lines, 202 
Motor competition, 203 
C.N. deficit for 1937, 208 
Effect upon C.N. operating result for 1938 
as compared with 1937, 208 
Montreal Terminal, 240 
Farm and Labour incomes 
Peterson, Charles W., 98 
Figures, reliability of 
McDougall, John L., 20 
Flintoft, E, P. ECs General, Counsel, C.P.R. 
Montreal Terminal, 282, 312 
Memo. in rebuttal of the evidence given by - 
officers of C.N.R., in. criticism of R. 
estimate of savings based on operations 
in year 1930, 355 
Supervisory items, 356 | 
Maintenance of way and structures, 356 
Maintenance of equipment, 357 
Transportation—Rail Line, 358 
Station service, 358 
Yard service, 358 
Train services, 358 
Increased operating revenues, 359 
Traffic expenses, 360 
All other and General Expenses, 360 
B.C. coast steamships, 
Interest on reduced investment in equip- 
ment and stores and track material, 361 
Summary, 361 
Freight and passenger considered separately 
Black, Harvey H., 334 
Freight rates 
Meikle, Allan, 58 
Peterson, Charles W., 100, 119 
Fresniere- Ee fine abandonment 
Walton, N. B., 
General expenses, aD other and, 360 
Gross loss of $204,000,000 
Black, Harvey H., 334 


Grout, H. C., Assistant to Vice-Pres., 
Appeared as witness, 215 
C.P.R. statement of status of co-operative 
projects, 215 
Exhibit No. 101, 252 
St. Canut-Cushing Jet., 216 


Bureau of 


and unprofitable 


C.P.R. 


mak’ ¥ 
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Grout, H. U., Assistant, ete—Concluded °* 
Middleton-Bridgetown, 21 
Woodstock-Windsor, 218 
Shannonville-Darlington, 219, 221 
Ste. Therese-St. Eustace, 220 
Bala-Wanup, 222 
Winnipeg-Morris, 223 
Red Deer-Rocky Mountain House, 226 
Trelle Jct.-Morinville, 226 
Carbondale-Egremont, m6 
Kamloops-Vancouver, Dll 
Joint freight and passenger facilities, 229 
Ottawa joint engine house, 229 
Head of the Lakes joint terminal, 229 
Saskatoon joint passenger station, 229 
Edmonton joint passenger station, 229 
Calgary joint passenger station, 229 

~ Vancouver terminals, consolidation of, 229 
Graph 1, Exhibit No. 98, follows page 77 

McDougall, John I. 


Hallboro-Beulah line abandonment 
Walton, N. B., 
Hamiota-Miniota line abandonment 
Walton, N. B., 224, 228 
Hardy, Hon. Senator 
Unable to support Report of the Special 
Committee on the Railway Situation, 481 
Highway and air competition 
Peterson, Charles, W., 90 
Highway and waterway competition 
Meikle, Allan, 
Highway competition 
ee Hanveys EL.” 315, 318, 13295335) 7337, 
4 
Hudson Bay mining 
Black, Harvey H., 342 
Hugessen, Hon. Senator 
Amendment to draft report, 482 
Hungerford, S. J., President, C.N.R. 
ae Rae Ry., estimate of $75,000,000, 433, 
4 


Immigration 
Dowd, Norman §., 153 
Peterson, Charles W., 95 
Implications, political 
Peterson, Charles W., 104 
Incomes, Farm and Heapous 
Peterson, Charles W., 
Indemnification 
Meikle, Allan, 66 
Interest on reduced investment in equipment 
and stores and track material, 361 


Jobs, if 25 per cent of railway, wiped out 
Black, Harvey H., 307 

Joint freight and panes facilities 
Grout, CxI299 
Boe No. 101 (C), 255 

Joliet-Montfort line abandonment 
Walton, N. B., 216, 228 


Kamloops-Hope, running rights 
Walton, N.B., 231 
SO en ae line abandonment 
Grout, H: C., 227 
Walton, Ni on 
Kelly, A. AG Chairman, Co-operative Legis- 
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